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Dear Sirs
Client:
Mendoza Limited, Hussein Aziz 
Property:
White Swan Public House, 22 The Village, Charlton, London SE7 8UD
1.0 Introduction & Instructions

1.1 It is proposed that surplus land to the back of the public house facing Torrance Close together with a section of the pub’s garden will be taken back utilised by the present Landlord’s Mendoza Limited for residential development pursuant to a planning application submitted to the Local Authority in July 2019 (Ref.19/2600/F - Construction of a single storey 3-Bed family dwelling with associated private amenity, driveway, bin and bike storage).  We are advised that the Local Authority, The Royal Borough of Greenwich, considers that there may be a risk that this would leave the remaining public house unviable in the future and has requested evidence in the form of expert opinion to demonstrate these views are unfounded.
1.2 The property is currently operated under a lease as a public house trading as the White Swan. The public house has been extensively refurbished under the current ownership at both ground and basement level. It is open throughout the year and serves food and drink to a broad customer base.
1.3 For the purposes of this report, I visited the property on 22 January 2020. I was able to view the interior and exterior of the public house, the garden and surplus land. I also visited competing pubs in the area for comparison purposes.
1.4 I am a specialist adviser in respect of public houses and other licensed premises, with some 29 years experience, throughout central and Greater London, the South East and nationwide.  I enclose at Appendix 1 my CV for your information.

1.5 I have no conflict of interest in this matter and am pleased to report accordingly.

1.6 Lambert Smith Hampton is a national property consultancy firm.
2.0 Location
Charlton is an area of south east London, and a part of the Royal Borough of Greenwich. It is located east of Greenwich and west of Woolwich and approximately seven miles southeast of Charing Cross. The area contains a mixture of residential, industrial and other commercial uses and it widely known as the home of Charlton Athletic F.C. 

In common with other London suburbs Charlton contains a broad range of socio economic groups and cultures to include a large Afro Caribbean community. Much of the area was developed during the late Victorian and Edwardian periods, its good stock of housing dating from that period which together with improved rail links into the City of London has led to a degree of gentrification in recent years.
The subject Property is located on the southern side of The Village. It occupies a mid-terrace trading position flanked to the west by a dental practice and to the east by an interior design outlet. Situated opposite is a convenience store, chicken takeaway and a branch of the Co-op. 

The Village comprises a range of independent service and retail businesses directed towards the needs of the local community. There are several takeaways including a Pizza Hut franchised outlet. Other pubs in the area include the Bugle Horn which is located a short distance to the west of the Property close the  junction of The Village and  Charlton Church Lane.

3.0 Description
Age and Construction
The White Swan is a two-storey end terrace public house dating from Victorian period (1889). It is conventionally constructed of solid brick with bay windows and ornate painted stucco to the front elevation.
There are similarly constructed single and two storey extensions to the rear of the Property, both of which have pitched slate and flat mineralised felt roof coverings. The main roof is obscured by parapet walling. 

Outbuildings comprise a detached brick built store and WC. 

Trading Accommodation

Customer Areas

Ground Floor
The ground floor contains a single open plan bar. It is presented in a traditional Victorian style with timber floor, plastered and painted walls beneath a corniced ceiling. There is space for vertical drinking together with seating for approximately 80 customers on a mixture of fixed banquettes, loose chairs and stools. Facing towards the main front entrance is a  timber topped servery equipped with cask and keg beer fonts, chilled drink display cabinets, spirit shelving and espresso coffee machine.
Located directly off the bar area there are separate male and female customer WCs.  These are functionally presented with a nonslip floor and tiled finishes.
First Floor
This is accessed from the rear of the ground floor bar via internal stairs. It has recently been converted to provide additional entertaining and function space arranged over three main rooms. 

To the front is a rectangular shaped function room finished in shabby chic style with timber flooring and walls decorated in traditional style. On the day of our inspection was set with seating for 26 although more could be accommodated if required. To the rear is an L shaped games area and party room equipped with pool table. Between the two main rooms is a cocktail bar with seating for 26 equipped with its own bar servery. 

The upper floor is also linked to the rear garden by way of an external metal staircase.  
Ancillary

Trade Kitchen 
The trade kitchen is located to the rear of bar servery. It is a compact rectangular arrangement finished with nonslip floor and part stainless steel clad walls. It has a full extraction system and is equipped with six ring gas hob, eyelevel grill, griddle, deep fat fryer, sinks and refrigeration units.

Basement 
The basement is accessed from the bar area via an internal staircase. It comprises an open corridor and storage area off which there is a thermostatically controlled beer cellar.

Staff Accommodation
To the back of the ground floor within the single storey extension is a staff flat. This is arranged to provide living room, kitchen, shower room, double bedroom (accessed via the shower room) and WC.

External
There is access for deliveries at the eastern side of the premises. To the rear is a trade garden extending to some 360 sq m consisting brick and flagstone patio with part covered smoking area. On the day of inspection the patio was furnished with 22 timber picnic benches including two children’s tables. 

To the back of garden separated by prefabricated concrete panel walling is a surplus area extending to approximately 120 sq m which has been used for disposing garden refuse as well as old equipment and furniture storage. There is direct access from Torrance Road which runs to the rear of the pub. 

It is proposed that the surplus area and approximately 1/3 of the existing trade garden will be hived off for the proposed residential development. I also understand that a strip of land approximately 1 metre wide will extend along the eastern boundary of the garden between the proposed residential plot and the front of the public house. I understand that this is to enable the movement of refuse bins and bicycles from the house proposed at the back of the site to The Village. 
Floor Areas

From measurements taken on site we calculate that the property provides the following approximate accommodation, measured in accordance with the RICS Professional Statement – RICS Property Measurement, Second Edition, January 2018:-
	Floor
	Use
	Sq Metres
	Sq Feet

	First
	Bar
	134.8
	1,451

	
	Kitchen
	11.6
	124

	
	Other Ancillary
	9.0
	97

	First Floor
	
	155.3
	1,672

	Basement
	Cellar and Storage
	115.3
	1,241

	Outbuilding
	Managers Flat
	48.1
	517

	Total gross internal area:
	474.1
	5,102


Floor areas have been provided for guidance purposes only. Operational entities such as public houses are usually valued having regard to their trading potential.
Photographs illustrating both the exterior and interior of the property, as well as its surrounds, are attached to the rear of this Schedule.

4.0 Repair & Condition

4.1 The property is presented in good condition both externally and internally having recently benefited from comprehensive refurbishment.  The renovated public house has been finished to an exceptionally high level sympathetic to the history of the building with good quality fixtures, fittings and equipment.
5.0 Local Enquiries

Planning

The property lies within an area administered by The Royal Borough of Greenwich whose Local Plan provides the framework for guiding, controlling and facilitating development.  

We understand from planning history obtained from the Council’s website that the following pertinent consents have been granted planning determinations have been made since 2011:-

	Reference
	Date of Consent
	Detail

	19/2600/F
	Awaiting decision
	Construction of a single storey 3-Bed family dwelling with associated private amenity, driveway, bin and bike storage.

	17/2043/F
	15 Dec 2017

Refused
	Construction of a new 3-bed dwelling and associated amenities.

	16/2429/NM
	24 Jan 2017

Refused
	Reduce letting rooms at first floor from 8 rooms to 7 rooms as non-material amendment of planning permission dated 16/03/2012 Ref: 12/0117/F.

	16/1530/F
	20 Jan 2017

Refused
	Construction of a pair of 3-bed semi-detached two storey family dwellings with basement level.

	15/2968/F
	02 Dec 2015
Refused
	Construction of a pair of 3-bed semi-detached two storey family dwellings with basement level.

	12/0972/SD
	16 Apr 2012
	Submission of details pursuant to conditions 3 (Sound Insulation) and 5 (Parking Spaces) of planning Permission dated 16/3/23 ref: 12/0117/F for the change of use of first floor from managers accommodation to (C1) providing 8 bedrooms.


	12/0117/F
	23 Jan 2012
	Change of use of first floor from Manager's accommodation to (C1) providing 8 bedrooms.


	11/2040/F
	26 Aug 2011
	Installation of new security gates to the front elevation, a new timber pergola and close boarded fence with trellis.

	11/0443/A
	18 Feb 2011
	Installation of one externally illuminated projecting sign, 2 x externally illuminated fascia signs, 5 x floodlights and 2 x lanterns.



	11/0266/F
	08 Feb 2011
	Installation of a new metal gates to front elevation, construction of new timber pergola in rear garden & erection of new close boarded fence with trellis above at rear.




We understand the property is not Listed, but is situated within Charlton Village Conservation Area. 

The pub has previously been listed as an Asset of Community Value and this has affected the prospect of redeveloping the public house for alternative use. It is less likely to have an impact on the prospect of developing land at the rear which is outside of the area presently leased to the operator of the public house.

For valuation purposes we have assumed that the current use of the property falls within Class A4 of the Town and Country Planning (Use Classes) Order 1987 (as amended) and that the property has full unconditional consent for this use and development as described above.

Licensing
5.1 A premises licence is held which permits the sale of alcohol during the following hours:

· Monday to Saturday

11:00 – 00:00
· Sunday



12:00 – 00:00
Other activities permitted by the license include facilities for dance, live and recorded music.

Rating

5.2 I have made informal enquiries only and am informed by the entry appearing in the 2017 Rating List of the Valuation Office Agency on the date of valuation is assessed for business rates purposes as a public house with a rateable value of £34,900
6.0 Tenure

6.1 The property is owned freehold and on the day of my inspection was subject to an occupational lease.
I have been provided with a copy of the occupational lease dated 7th October 2015 between Mendoza Ltd as landlord and Sonny Jim LLP as tenant.  We consider the pertinent clauses of this to be as follows:- 

	Demise:
	The White Swan Public House, 22 The Village, Charlton, SE7 8UD

	Current Tenant: 
	Sonny Jim LLP

	Term:
	20 years commencing on the 6th October 2015 and ending on the 5th October 2035.

	Current  Rent:
	£70,000 per annum 

	Guarantor:
	None

	Tenant’s Covenants:
	

	Pay:
	Rent, rates and all outgoings

	Insurance:
	Landlord pays for the insurance and is reimbursed by the tenant.

	Repair:
	The tenant shall keep the property clean and tidy and in good and substantial repair and condition.

	Decorations:
	Tenant shall decorate the outside and the inside of the property as often as is reasonably necessary and in the last three months of the term.

	Alterations:


	Shall not make any external or structural alteration or addition to the property. 

The tenant may make any internal non-structural alterations to the property without the landlord’s consent provided the tenant provides the landlord with written notification of any alterations made.

	User:
	Use as a public house within use class A4 of the Town and Country Planning Use Classes Order 1987. 

No security of tenure with respect to residential accommodation or bed and breakfast is granted to any occupier.

	Alienation:


	The tenant shall not underlet the whole of the property, such consent not to be unreasonably withheld or delayed. 

The tenant shall not underlet part only of the property, let part or parts of the upper floors as B&B accommodation without the landlords prior consent. 

	Landlord’s Covenants:


	Quiet enjoyment

To insure 

To provide services 



	Security of Tenure:
	Yes

	Rent Review:


	Rent reviews are every 5 years, upward only at open market value. Disregarding occupation, goodwill and tenant improvements.


Comments on Lease

The lease was drawn up on standard commercial terms. The rent did not appear unreasonably high for a free of tie public house within the London area.
7.0 Nature of the Business

7.1 The business had been operated by the present Tenant since 2015.  The premises are styled along similar lines to the Tenant’s other business The Pelton Arms in Greenwich, where there has been a level of gentrification in recent years. 

7.2 Trade was drawn from an eclectic mix of customers to include established locals as well as the young professionals who have moved into this area as it has undergone gentrification in recent years. The pub was notably more female friendly than many of the more traditional male oriented “boozers” in the wider area although I understand that the pub had remained popular with Charlton Athletic football supporters. 
7.3 The bar offered a good selection of craft and cask conditioned ales as well as wines and premium spirits. 
7.4 Food was available throughout most of the trading hours. The menu comprised a choice of modern British gastro pub dishes.

7.5 Bar prices reflected the nature of the customer base and were generally at or above typical male orientated pub outlets in the area. Food was competitively priced notwithstanding the gastro style nature menu and I assume this was to encourage footfall when the premises would otherwise be quieter.
7.6 The pub hosted regular entertainment events to attract customers including live music with televised sport also provided. The refurbished first floor had created additional space for entertainment, dining and private parties although it was unclear how often this was used.
7.7 The garden at the rear provided a smoking solution throughout the year and a space for eating and drinking throughout the summer months. It may also have been used during periods of fine weather in the shoulder months of May and September.
Surrounding Population and Demographics

7.8 The surrounding area is densely populated and has undergone gentrification in recent years.  A high proportion of the residential population consists of young professionals that go out to socialise on a regular basis.  One of the major attractions of living in London is proximity to public houses, bars and other socialising venues.  
7.9 The premises are also close to tourist attractions such as Charlton House and gardens, municipal offices, educational establishments, hospitals and other places of work, all of which are likely to generate demand for the premises as a place to socialise.  I would therefore consider that there is likely to remain sufficient customer base within this area to support the establishment throughout the year. 

8.0 Competition

8.1 I have provided a brief summary or public houses within the vicinity of the subject property.
8.2 There are surprisingly few public houses within the immediate area with just the subject Property and the Bugle Horn located within The Village.  The Bugle is located just to the west of the Property and while set within a Grade 2 Listed building the internal fit out is more “corporate” in appearance than the White Swan. It provides a standard food offering but is very much wet led; the main attraction is sports with the pub advertising seven screens. There is an outside trading area comprising a sectioned off area of car park.
8.3 I have summarised below public houses within the wider area which could potentially provide competition to the subject Property with approximate walking times and distances: 

i. The Bugle Horn, 6 The Village -  Wet led football pub – 1 minute – 40 yards
ii. The British Oak, Old Dover Lane – Traditional pub with garden – 18 minutes – 1 mile.

iii. Sun in the Sands, Shooters Hill – Wet led pub and events venue – 19 minutes– 1 mile
iv. The Royal Standard, Vanbrugh Park – Wet led pub with beer garden - 19 minutes– 1 mile
v. The Rose Of Denmark, Woolwich Road – Wet led footballing pub - 15 minutes – 0.9 miles
vi. Fox Under The Hill, Shooters Hill– Hungry Horse pub restaurant - 15 minutes – 0.8 Miles

9.0 Market Commentary

9.1 The London pub market proved to be considerably more robust since the economic downturn than the UK as a whole.  Trading conditions within the capital’s business, tourist and affluent residential districts have been consistently strong.  This is because of London’s diverse economy and the benefit of a weaker exchange rate which has assisted in encouraging higher visitor numbers, particularly from continental Europe.
9.2 Buyers of public house investments in London area are influenced by the both the stability of the rental income and long term development potential.  Low returns in other markets and limited alternative investment opportunities means the demand for all types of property investment including public houses are expected to remain stable for the foreseeable future.
9.3 Low interest rates have had a disproportionate effect on the economy in London and have helped to support people’s disposable incomes.  A higher proportion of the population goes out to socialise on a regular basis with visits to the pub still a popular pastime. 

9.4 In suburban areas such as Charlton there is a demand for public houses that provide an attractive venue for informal meetings during the day and the evening social market.  Proximity to other public houses, which enables circuit drinking, as well as other leisure attractions which may include football grounds and concert venues help to feed trade.  
9.5 The market for public houses in London is shaped by corporates that are actively seeking to enhance their estates, private investors, EIS back vehicles, high net worth individuals and individual owner operators.  The market is presently characterised by a shortage of supply of good quality businesses and strong demand.  Rental values for public houses have generally been sustained and premium values (including key money, goodwill, fixture and fittings) have remained stable because of a lack of stock.  

9.6 Many purchasers of freehold public houses for owner occupation or investment are seeking opportunities where there is underutilised ancillary accommodation.  There are many examples of public houses which have been converted to lock up premises in recent years with the upper part having been converted for alternative use, such as hostels, residential letting accommodation or flats. Car parks and other land surplus to the main pub business, which may be suitable for alternative use, are also attractive to operators and investors. This has helped to maintain the demand for public houses in London and in many circumstances has ensured that the trading business has remained viable.
9.7 The  MCA recently reported  that pubs had outperformed the overall eating and drinking out market for the second year running as the adaption of pubs to appeal to a broader demographic has paid off.  They forecasted that the sector would to continue to grow annually by up to 2.4% between 2019 and 2022 due to an improved choice of products for customers as well as additional revenue streams.  
9.8 Improved pub management, more tailored offerings and further premiumisation in the market have also contributed to pubs success with the rate of closures slowing during the past 12 months to a point whereby it has been exceeded by new openings.  A key driver is the tenanted/lease segment where outlet decline is forecast to drop as the remaining portfolio quality improves and profitability’s strengthen through greater efficiencies. 
9.9 Whilst the restaurant sector has been affected by rising costs and competition managed individually branded wet led pubs including those operated by Greene King, Marstons and EI Group have continued to expand. In terms of growth models premium, urban hubs and drink destination pubs are expected to be key growth segments in the pub market going forward.  Outlet decline has slowed and those with a higher calibre of staff and training, better quality range of products and more attractive surroundings are well placed to tap into the growth forecast over the next few years.  
9.10 The growth in premium is expected to continue at the expense of traditional male orientated “boozers” as pubs address consumer demand for higher quality, provenance and craft led choices.  Future growth is likely to be driven by premiumisation, wet led resurgence and growth in accommodation providing additional revenue streams.  In addition those operators with more hybrid formats that offer local communities multiple and more tailored reasons to visit are also expected to achieve strong market growth attracting more under 35s, a higher number of females and a diversity of cultures which might previously have been put off by more traditional male orientated establishments. 
10.0 Approach to Viability Assessment

10.1 In order for a business to be considered viable it must be capable of generating a profit on a sustainable basis in the long term.  There are, by necessity, a number of different definitions of profit, all of which are valid, and all of which have applications by accountants and other users of accounting information for different purposes.

10.2 For example, gross profit is calculated by taking costs of sales (direct sales) from turnover or sales; operating profit is a measure of profit after wages and variable costs of the business have been deducted from sales.  Sometimes for valuation purposes the appropriate profit level is EBITDA (earnings before interest, tax, depreciation and amortisation).

10.3 None of the above definitions is appropriate to assess viability.  The correct definition of profit to be applied in viability assessments is net profit before tax.  This is the profit earned after property costs (whether rent or a notional return on freehold asset value in terms of interest repayment and amortisation) and secondly after a charge is made for depreciation.

Property Costs

10.4 All businesses must function from a place and as such incur property costs.  In the case of businesses occupying properties on a leasehold basis at a market rent, there is effectively no capital employed in the land and buildings and no return on that capital employed is required.  The property costs are transparent in the accounts with the payment of rent included in the overheads of the business.

10.5 Where a business occupies a building on a freehold basis, it has capital tied up in the asset.  The capital could be employed elsewhere, either in the business itself, or in other alternative investments. There is an opportunity cost associated with the capital employed in owning the property.  This is independent of the operation of the business itself (in this case the operation of a pub).  As a consequence, in high value areas such as Charlton, extensive ancillary or staff accommodation or surplus land which is not fully utilised for the benefit of the business or which may be redundant is likely to have an impact on the long term viability of the trading asset.
Operational Costs

10.6 Whilst, the cost of sales will vary according to turnover, administration costs and other expenditure are at least partially fixed. A minimum number of staff will need to be employed; for example, the provision of food throughout the week will require a full time cook and at least one member of staff will be required to oversee the bar. Business earnings are therefore disproportionately affected by any change in sales turnover due to fixed costs and this should reasonably be taken into account when assessing the future viability of the pub and how it may be affected by proposed changes.
Assessment of Viability

10.7 I have been asked to consider the impact on the premises of the loss of approximately 1/3 of the existing garden to provide space for the proposed residential property at the rear and access to the property from The Village.
10.8 I noted at my site inspection that there were some 22 picnic tables within the garden and I see no reason why a similar number of tables could not still be accommodated even if 1/3 of the existing space is lost. The garden is undoubtedly an attractive space and conceivably some potential customers will be put off visiting if the visual amenity of the garden is diminished. However, forecasting what impact if any this will have on trade is difficult to quantify.
10.9 The loss of part of the garden may make the premises less attractive to potential owner operators or future tenants. However, for most of the year trade will be dependent on the internal trading accommodation particularly the ground level bar which as discussed above is a year round destination for food and drink. 
10.10 The pub occupies a central position within the Village with surprisingly few other public houses within the immediate area. Moreover, the pubs which we have identified nearby are generally directed towards a different customer base than the White Swan. There is nothing within this area that currently provides for such a diverse mixture of customers. 
11.0 Conclusion

11.1 The White Swan appeared to be trading satisfactorily at the date of my inspection.  While the customer offering included food and premium beverages including a wide variety of craft beers, the venue continued to operate as a public house and seemed to be a popular destination for social drinking.

11.2 It is possible that the loss of part of the garden may make the venue less attractive to customers during the summer months and when the weather is good. However, the garden did not appear to key to the success of the pub as it is a year round venue drawing sales turnover from a variety of different income streams.
11.3 In respect of the marketability in the future, I do not consider the loss of a part of the garden is likely to have a material impact on the viability of the public house although the occupant may seek a reduction in rent payable to the Landlord to make up for reduced earnings if significant. Whilst, a reduction in rent will have an impact on the value of the pub investment I would not expect this to make pub use significantly less viable at this location.
Yours sincerely
	Kenneth Hogg BSc MRICS

RICS Registered Valuer

Director

For and on behalf of 

LAMBERT SMITH HAMPTON
	


Date: 28/02/20
Appendix 1
CV of Kenneth Hogg BSC (Hons) MRICS

Kenneth Hogg is a Chartered Surveyor and RICS Registered Business Valuer specialising in providing advice on a wide variety of matters including trade related valuations. He is regularly instructed as consultant for estate management or strategic reviews and to provide preliminary advice reviewing business plans.

Based in London, Kenneth has over 29 years experience dealing with traditional public houses. He began his career working for brewers Allied Breweries where he qualified as a Chartered Surveyor. He subsequently worked for Bass Taverns now Mitchells and Butlers and Scottish and Newcastle before moving into consultancy roles as an adviser on pubs and other trading related property in the early 2000s. He is currently employed as a Director by Lambert Smith Hampton where he specialises in trade related property valuation.
Whilst working across the UK, his regional area of expertise is concentrated in London, the South East and East Anglia.

Since 2006 Kenneth has been involved in professional work in the traditional pub sector as well as High Street pub & restaurant market and hotel sector across the UK. Kenneth also provides valuation advice to all the leading banks, private equity firms and investors. More recently he has been involved in Expert Witness cases and viability studies of public houses for both operators and local authorities.

Kenneth was recently elected as a member of the Association of Valuers of Licensed Property (AVLP) which is a leading body of specialists in the industry. He has also been an Associate member of the British Institute of Innkeeping (BII) which is a professional body in the licensed sector and the Leisure Property Forum. 
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