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Economics

‘Quality investments in
infrastructure will in turn
enable the business
investment that is needed
to boost growth’
Sean Ellison
Senior economist, RICS

Despite widespread recognition of the
importance of infrastructure investment
by the academic, professional and political
communities, it remains a sector that is
critically under-resourced.
High-quality infrastructure investment
can bolster growth through capital
accumulation and boost productivity
by cutting costs and enabling private
investment (bit.ly/IFCinfra12). It is no
coincidence that the some of the world’s
most developed economies rank highest
in infrastructure quality, according to the
World Economic Forum (bit.ly/WEFGCR18).
Many of the top 20 are in the Asia Pacific
region, including Hong Kong, which ranks
first, with Singapore second, Japan sixth,
Taiwan 11th, Korea 14th and Australia 20th.
However, what is needed and what is
realistic can sometimes be at odds. The
global economy is currently entering what
appears to be the later stages of the current
cycle, in which growth looks likely to slow,
as do foreign direct investment inflows
into emerging markets. This means that
more governments will see finances being
stretched: lower growth generally means

lower tax revenues, and more difficulty
sourcing project financing as global capital
flows begin to dry up. But this is exactly
the time when investment in infrastructure
is most needed.
One of the reasons that global economic
growth is slowing is that economies are
beginning to come up against capacity
constraints, particularly in the OECD.
Good-quality investments in infrastructure
will in turn enable the business investment
that is needed to boost growth. Additionally,
public spending can provide the sort of
countercyclical buffer that can support
growth during periods of diminished
private-sector activity.
It appears that governments have taken
note. After years of underinvestment,
Sydney and Melbourne are both
significantly increasing funding for
transportation infrastructure, not only
to cope with but also to maximise the
potential of the cities’ rapid population
growth over the past decade. The results
of the RICS Asia Pacific Construction
and Infrastructure Survey (bit.ly/ApacIS)
show that infrastructure workloads have

increased across the board in New South
Wales and Victoria. This will provide a
structural boost to these cities’ growth
over the long term; furthermore, in the
immediate future it provides a
countercyclical source of demand for
the construction sector, as activity in
commercial and residential construction
has been slowing as both of these markets
enter the early stages of a downturn.
China is facing a similar situation. In
2017, its government began cracking down
on shadow financing – when funds are
raised through alternative channels, such as
a loan from a hedge fund or other business,
thus falling outside of usual financial
regulations. Much of the fall-out from this
was felt in infrastructure investment, which
has been the traditional engine of growth
for the national economy. This investment
was needed to sustain, and indeed in some
ways enable, the breakneck economic
growth that the country has seen over the
past three decades.
There are signs that the current
crackdown is easing, though, as the RICS
professionals who responded to the survey
reported a broad pick-up in infrastructure
workloads at the end of 2018. This is not
only important for its national economy but
also more widely, as Chinese expansion has
been a pillar of support for global growth
since the financial crisis.
Infrastructure investment is becoming
more critical as we enter the later stages
of the current economic expansion. In the
short term, it cushions a slowdown in
growth, while the additional capacity that
it helps to add during the medium term
will help shorten any eventual downturn.
Most importantly, however, it will over
a longer period allow the structural changes
necessary to allow cities and countries to
flourish when faced with demographic and
socioeconomic challenges. Asia Pacific
economies are among the world’s most
forward-looking in this respect, and it is
vital that the rest of the world not leave
this on the back burner, despite any
political difficulties individual countries
may face.
Sean Ellison is a senior economist at RICS
sellison@rics.org
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Briefing
TCPA criticises airspace
development proposals
The Town and Country Planning
Association (TCPA) has criticised plans
for airspace development after the
Ministry of Housing, Communities &
Local Government said the government
will invest £9m in a private developer to
provide prefabricated housing in London.
The proposals intend to make use of
the airspace above properties to install
homes built off site, under expanded
permitted development rights.
Considering that large sums of public
finance are being used for these
proposals, the TCPA is concerned that
the homes would not be required to
contribute to underfunded local services.
Henry Smith, projects and policy
manager at the TCPA, said: ‘We must
encourage off-site construction as part
of the solution to the housing crisis –
but through an holistic and sustainable
approach to creating great places, not as
part of this loophole.’
www.tcpa.org.uk
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Private rental trends researched
Knight Frank has forecast that £75bn of investment will be
committed to the professionally managed private rented sector
(PRS) by 2025 in a recent report. The views of 5,000 people living
in the PRS across the UK and 5,000 homeowners were surveyed,
with some of the key findings including:
••professionals aged 25–34 no longer make up the largest group
in the PRS, having been slightly overtaken by 35- to 49-year-olds
••affordability remains the priority for 61 per cent of tenants when
choosing a property, with location the second at 23 per cent then
size at ten per cent
••lack of a mortgage deposit remains a key reason for renting
••on average, 69 per cent of tenants still expect to be renting in
three years’ time.
More than 25 of the largest funders and developers of
purpose-built PRS and retirement housing were also surveyed
to gain insight into how the market will develop:
••38 per cent of respondents said they want to engage in
providing cradle-to-grave housing
••in five years’ time, 56 per cent of investment will be outside
London, up from 44 per cent now
••the average net yield for professionally managed PRS properties
is expected to settle at around 3.9 per cent in 2022.
bit.ly/UKtenantsKF

UKGBC report identifies
biodiversity trends
The UK Green Building Council
(UKGBC) has published a report
detailing construction and
property industry action on nature
and biodiversity in the UK.
Insights into Nature and
Biodiversity offers a snapshot
of current ecological metrics, an
overview of the policy context,
and best-practice integration of
biodiversity into development.
It also found that in 2018, 22 per
cent of Gold Leaf members – a
group of high-profile businesses
concerned with sustainability –
had a commitment to biodiversity
net gain, up from nine per cent in
2017, while 44 per cent employ a
nature and biodiversity strategy.
The increased focus on nature
and biodiversity comes as
the government consulted on
environmental net gain, a topic of
growing interest in real estate.
bit.ly/UKGBCbio

Degree-accrediting
model programme

PII run-off cover
criteria revised

RICS has updated its policy and process
for accrediting undergraduate and
postgraduate degree programmes.
A graduate with an RICS-accredited
degree can now enrol on the chartered
surveyor APC and qualify after two years’
structured training experience.
The updated process combines parts
of the two qualification routes that have
been in place since 2008, partnership
and traditional. The aim is to strengthen
relationships between RICS and its
university partners, reinforce its education
standards, and support new entrants.
RICS currently accredits more than
600 programmes globally.
rics.org/ricsaccreditation

Changes to the RICS
requirements for professional
indemnity insurance (PII)
run-off cover came into force
on 1 April. Amends have been
made in order to guarantee
that annual premium payments
are maintained, that firms have
access to required run-off,
and to eliminate the risk of any
gaps in PII cover.
rics.org/pii

Housing costs found
to exacerbate poverty
High housing costs both cause and
worsen poverty in England, according to
a new report from the National Housing
Federation. Analysis shows that, for
households living in poverty in the private
rented sector, social rent could have
positive effects such as:
••leaving an estimated 842,351 or 71 per
cent of households in poverty better off
••lifting 828,595 people out of relative
poverty, including around 242,753 children
••saving housing benefit payments to
502,012 households, with an estimated
saving being around £50.50 per household
per week.
bit.ly/NHFJan19

Standards
Forthcoming
Client money protection
professional statement
Code for leasing business
premises professional
statement
Conduct and competence
professional statement
Financial viability in planning
professional statement
second edition
IPMS Retail
rics.org/standards
All RICS and international
standards are subject to
a consultation, open to
RICS members.
rics.org/iconsult
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Green
light
An overwhelming ‘yes’ from our membership means RICS can move
forward with its plans for the future of the profession, as the RICS global
property standards director details
Paul Bagust

In November 2018, Governing Council
asked the profession to vote for a
modernised, future-facing form of
governance fit for a 21st-century
professional body. The result was
announced at the AGM on 27 November.
Of those who voted, 86 per cent favoured
this modernising agenda. The proposals
for change have been ratified and sent
to Privy Council for formal approval.
This positive step will structure RICS to
continue building a global professional
body that is ready to equip the profession
for the challenges and opportunities
ahead. It will also enable RICS to meet the
changing expectations of stakeholders,
clients and the wider public.
The vote also allowed for the formation
of a joint board to create and regulate
standards, replacing the previously separate
regulation and standards boards. RICS
has been piloting the joint board for the
past year, and the interaction between
its professionals, regulators, staff and
laypeople has been fascinating to watch.
The standard-setters and regulators are all
passionate about their remit: differences
are debated and outcomes altered to ensure
the standards we create are fit for purpose.
8 Journal May/June 2019

Governing Council has also reconfirmed
its support for changes to the professional
group board structure. We will be working
with the existing boards over the next year
as they move away from their traditional
single-discipline function to a more
collaborative, cross-disciplinary structure
that will focus on market insight and
standards creation and enforcement across
the organisation.
We have already run several successful
leader forums – a key function of the
new structure that brings together clients,
fellow professionals from RICS, government
departments and other market influencers.
We aim to pilot a new digital community

this year as well to reflect the activities of
the standard-setters. This will be managed
through an app, enabling much more
interaction between the profession, RICS
and the market. The new model will also
enable better collaboration with the regional
structure of RICS.
Overall, the aim is simple: to encourage
active members of the profession to stay
involved, and for more of you to take part
in shaping our profession’s future. To keep
up to date with the changes to the structure
of RICS, visit rics.org/professionalgroups.
Paul Bagust is global property standards
director at RICS pbagust@rics.org

Modernised, future-facing governance
••A smaller, more diverse council
••Equipping the profession for the future
••Meeting the needs of clients, stakeholders and the public
••Changes to the professional group board structure
••A joint standards and regulation board
••Leader forums
••A new digital community

Property

Ethics

Cutting out
corruption
A major new professional statement on bribery, corruption
and money laundering takes effect this September. At the
recent launch event, key figures covered the issues that
will affect all RICS members
Nigel Sellars

The RICS Countering bribery, corruption, money laundering and
terrorist financing professional statement was published in
February, and will be effective for all members from 1 September.
The threat of bribery, corruption and money laundering is
present across all surveying disciplines and RICS is committed to
maintaining public confidence, which requires transparency and
mandatory standards for all professionals.
A variety of organisations contributed to this professional
statement, including Transparency International, the UK Home
Office, industry associations and individual practitioners. As the
sector is constantly evolving, this international standard has been
drafted on the basis that it will be reviewed and amended over time.
Attendees at the launch were addressed by Ben Wallace, UK
minister of state for security. He stressed the importance of global
best practice for keeping dirty money out, and fostering a safe
environment attractive to investors. He noted that suspicious
activity reports (SARs) from real estate rose solidly from 2017 into
2018, but while this was encouraging, Transparency International
still estimates that around £4.4bn of criminal proceeds are invested
in the UK economy, much of this in property.
Everyone has their part to play, and even those who do not handle
money can file SARs as necessary – a simple process that anyone
can do quickly without disrupting a transaction, Wallace
maintained. He concluded with a reminder that this money
represents the proceeds of human misery around the world.
The statement’s technical author, Alex Ktorides of Ince Gordon
Dadds, then explained the importance of defining terms so
members can be clear on what constitutes a bribe. Everyone should
know their responsibilities and what to do when they have
concerns, however big or small their business. The statement
contains definitions and template documents to assist members.
Ktorides stated that businesses too often poorly understand the
actual sources of their custom. They need to look carefully at how
they conduct business, how payments are made and their

customers’ relatives, and plan how to check and raise issues. Having
training and systems in place to deal with bribery and corruption is
essential – policies must be reviewed annually and updated where
needed. It can be hard to do the right thing when others aren’t, but
saying no is important for the integrity of the profession.
Luis Campbell, head of compliance at JLL for the UK, Europe,
Middle East and Americas, gave the corporate perspective, saying
that JLL is reassured that the requirements and guidance are in
keeping with their business practice, and that ‘making your risk
assessment relevant to your organisation’ is key.
Halting corruption goes beyond simply checking ID, and firms
could do more to share information with law enforcement.
Professionals must not forget that dubious businesses are not only
found in jurisdictions with poor reputations. Keeping business
clean is ‘a marathon, not a sprint’, Campbell added, requiring
continuous work that the professional statement will support.
Finally, RICS global director of professionalism and ethics Peter
Bolton King spoke about the organisation’s work on International
Ethics Standards, and the need for SMEs in particular to access
support in maintaining the highest standards. Global parameters of
acceptability vary and there is demand from both government and
businesses to ensure things are done correctly at all levels.
Mindsets need to change as the profession gets used to sharing
data, scrutinising customers more closely and mapping processes so
everyone knows their duties. Combating money laundering, bribery
and corruption is both good business and good for business, a
message this professional statement will underpin.
Nigel Sellars is associate director, commercial property, RICS
nsellars@rics.org
Related competencies include: Ethics, Rules of Conduct
and professionalism
Further information: rics.org/amlps
rics.org/journals 9
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From 2G
to 5G
The roll-out of fifth-generation
telecommunications is placing
fresh demands on operators
and landowners alike but there
are significant opportunities
for shrewd surveyors
Chris Stratton, Caroline Gabriel and Paul Shumake
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In 1995, second-generation or 2G mobile technology arrived,
allowing around seven per cent of the UK’s population to benefit
from voice calls and texting. The next two decades saw 3G and 4G
complement these services with dedicated data products and
network capacity that enabled smartphones to support essential
applications. Now 5G is set to revolutionise mobile networks and
its uses. The internet of things, autonomous vehicles and the
interconnected world will all need the new generation network to
meet the need for a significant increase in volume, availability of
data services and speed of operation, also known as lower latency.
To achieve this step-change, these networks will need base
stations with smaller footprints, as the allocated radio frequencies
continue to rise: higher frequencies provide greater capacity but
lower range. Small base stations using the high frequency end of
the spectrum are also poorer at penetrating structures, so specific
indoor infrastructure will be needed as radio signals from outside
will be unable to reach very far into insulated buildings.
For most operators, it will be more economically feasible to start
5G roll-out with restricted, dense zones of high capacity to support
these new services rather than attempting to provide ubiquitous
coverage. The new sites are likely to appear first in city centres
and along main transport routes. For years to come, 2G is likely
to maintain coverage for voice and texts, while 4G will continue
to provide wide-area data capacity, until there is compelling
justification for extending the 5G network.
This densification is likely to drive the roll-out of the
much-heralded urban small cells – small antennae, located mainly
on existing street furniture – in large numbers. Each new site will
need to be connected by fibre as point-to-point microwave radio
systems will generally be unable to provide sufficient capacity. The
new network, therefore, will build on existing ones, adding layers
of complication in design, architecture and management, with a
universal requirement to replace existing copper cables and radio
connections with fibre.
The UK is particularly lacking in this area: in January 2018,
four per cent of properties benefited from a fibre connection
(bit.ly/OfcomCNU18), whereas Spain, by way of comparison, was at
35 per cent at the end of 2016 (bit.ly/OfcomIntCom17). So, while the
UK can quote coverage and capacity at internationally competitive
rates for today’s network, it is at a significant disadvantage at the
starting point for 5G.
The need for the UK to be able to compete globally has led the
government to take measures to support the roll-out of these new
networks. In 2016 the telecoms section of the General Permitted
Development Order was revised to relax the rules on deploying
such apparatus. Masts could be made taller, more equipment
could be deployed on existing sites and the locations where these
rights apply were extended. In December 2017 the Electronic
Communications Code (ECC) was also revised, giving operators
rights – in the absence of an arm’s-length, commercial agreement
at a market rent – to have the Lands Tribunal order their
equipment to be deployed even if site owners decline to cooperate.
Rents for telecom base stations are to be set in a manner similar
to compulsory purchase, on a ‘no scheme world’ basis, assuming

Surveyors must either expand
their knowledge and expertise
into new areas or accept a less
vital role in the market

existing use values, potentially at a peppercorn amount. A Lands
Tribunal Decision in February 2019 (bit.ly/LandsTrib68) settled
consideration for a base station on the roof of a block of flats in
Islington at £50 per year, with additional elements adding up to
a total of £1,000 per year. The rent had been agreed under the old
code at £21,000 per annum.
The practical implications of the new code have alienated many
site owners and their agents, who are disinclined to cooperate
around further apparatus. Until the tribunal sets a case precedent
on rental levels, many negotiations for new sites are being delayed.
The overlapping constraints on the deployment of the new 5G
network therefore include technical complexity, the need for many
more cell sites, network range, financial feasibility, the cooperation
or otherwise of property owners and the lack of fibre. What does
this mean for chartered surveyors?
Threats to traditional roles
Many chartered surveyors have built their careers on advising
owners about investment and the management of assets and their
occupiers. The traditional telecom property market of the 1990s,
based on designing, building and renting masts and base stations,
has now changed fundamentally. The demand for services around
telecom property is expected to surge again for 5G but the ground
rules have changed with the new legislation.
The level of surveyor expertise previously required for
management or acquisition tasks is no longer necessary, neither is
it affordable for operators or landowners. Previous roll-outs have
created teams of unqualified but experienced support staff, capable
of providing the required services at more competitive prices. The
role of a surveyor is likely to be leading these teams, providing
quality control and acting as an escalation point when issues arise.
Operator clients also see value in bundling together the services
they commission and a surveyor’s services form only part of the
requirement. Surveyors must, therefore, either expand their
knowledge and expertise into new areas or accept a less vital role
in the market. It will become important to understand and be able
to demonstrate the added value that a chartered surveyor brings to
justify the consequential cost premium.
Chartered surveyors managing commercial or rural property for
clients who are approached by operators with requests to locate
base stations on land or buildings are likely to find they have less
rics.org/journals 11
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understanding of the technical and commercial issues affecting the
operator. This will make it difficult to conclude agreements or
settle them quickly and amicably. Understanding that clients’ and
surveyors’ own interests have been shaped by the new ECC and
revised planning legislation will be essential, but telecoms property
issues are likely to become an area requiring specialist help.
It is also becoming apparent that the traditional benefit of a
financial return from an operator occupying property may be
exceeded by the coverage they provide. Strong evidence suggests
that the ability to connect a property to an operator’s network
delivers a significant premium to the property owner in terms of
rent and capital value. As Extended Systems chief technology
officer Tormod Larsen observes, ‘There is widespread recognition
now that mobile connectivity is the building’s fourth utility.
Building owners realise that reliable coverage is essential to
prospective tenants, and they’re seeing better tenants in buildings
with advanced connectivity.’
How can a chartered surveyor determine the balance between the
value of coverage by one or more operators against the peppercorn
rent they wish to pay and the property management difficulties
they create? The speed of these changes is increasing, but as it
does, the risk of acting without sufficient professional knowledge
of the consequences also rises.
Operators and owners offer opportunities
The volume of upgrades, changes, new sites and wayleaves that
existing and new 5G networks are generating will require dedicated,
knowledgeable and proactive professional management, whether on
behalf of the operators or property owners. Chartered surveyors can
grasp these opportunities in a number of ways:
••new site searches
••site surveys, using modern technology to increase efficiency
••civil design, both for in-building installations and external sites
••structural surveys and certificates
••acquiring new sites, extensions and equipment upgrades
••rent reviews and lease renewals
••notices to quit and temporary solutions for site refurbishments
••town and country planning applications and notifications
••wayleaves
••maintenance schedules

Appreciating both sides’ points
of view and articulating them
concisely will help all parties

••health and safety implications and compliance with the
Construction (Design and Management) Regulations 2015
••removal of equipment and providing records of condition
••expert witness representations.
Understanding that operators are dealing with barely manageable
levels of complexity simply to operate the existing networks – even
before 5G arrives – is crucial to aligning clients’ and chartered
surveyors’ objectives. This needs to go hand in hand with an
understanding of property owners’ particular concerns and
constraints. Appreciating both sides’ points of view and articulating
them concisely will help all parties and may, thereby, avoid the need
to refer to the Lands Tribunal to impose an agreement, with
consequential cost savings for both sides. Doing so will distinguish
the professional surveyor from the unqualified competitor.
When considering the business opportunities, understanding
that the operators do not have the ability to invest in new networks
in the way they have done in the past will be vital. They are under
constant pressure to compete on customers’ monthly charge rates.
This is not compatible with the need to buy new spectrum bands,
deploy densified networks that offer access in buildings and lightly
populated locations, and achieve a return on their investment.
The business opportunities, therefore, are likely to be based on a
low-cost, high-volume model. Chartered surveyors’ understanding
of modern technology and practices should make them more
efficient than less-qualified counterparts. For example, LIDAR
surveys have been shown to reduce the need for site visits by 70 per
cent, while integrating telecoms design into a building information
model will allow cable routes to be planned from a desktop. The
effective use of these technologies may mean that the deployment
of a site on one property could be achieved, where it would be
cost-prohibitive on another.
Understanding the level of professionalism and integration of all
of these issues so that the telecom property complies with health
and safety legislation in terms of design and management is
another area where chartered surveyors can differentiate their
services from those with less knowledge. This issue is of increasing
importance to all parties; supply chain management is another area
of increasing risk for operators and property owners alike.
Surveying is based on capturing and interpreting data for benefit.
That remains true in the fast-moving environment relating to
telecoms property issues. Identifying where those benefits are and
how to realise them, together with regulatory compliance, puts
chartered surveyors in a unique position to serve clients’ interests,
the profession and UK plc.
Chris Stratton is head of site acquisition and estate management and
Paul Shumake is head of pre-sales – service providers at MLL Telecom
c.stratton@mlltelecom.com p.shumake@mlltelecom.com
Caroline Gabriel is co-founder and research director, Rethink
Technology Research caroline@rethinkresearch.biz
Related competencies include: Landlord and tenant,
Legal/regulatory compliance, Valuation
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You do valuations. We do technology.
Many firms have spent time and money building and maintaining valuations technology that doesn’t
help them produce reports faster.
The good news is that we’ve already built the technology that does.
Start producing valuation reports faster now.
Visit www.egi.co.uk/eg-valuations360 or call us on 0207 911 1797

valuations360
Welcome to the future of valuation reporting.
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Comment

Tax

‘SBAs will be available for
capital expenditure incurred
by qualifying businesses on
non-residential structures
and buildings’
Robert Walker
PricewaterhouseCoopers LLP

Since the phased withdrawal of industrial,
agricultural and hotel buildings allowances
from 2008 to 2011, there has been limited
tax relief to offset against income for
the non-plant and machinery costs of
constructing and renovating buildings,
with the notable exception being business
property renovation allowance.
In October last year, however, the
government published a policy document in
which it announced a significant extension
to the UK capital allowances regime, with
the introduction of structures and building
allowances (SBAs). This move brings the UK
tax depreciation regime more in line with
other countries, where tax relief is often
available on all fixed-asset expenditure and
will materially increase the cash tax savings
available on many new real-estate projects.
This extension, though, comes alongside
– and is funded by – a reduction in the rate
of allowances on plant and machinery that
are ‘integral features’ of buildings, such as
lifts and air conditioning, or long-lasting
items such as machinery expected to have a
useful life of at least 25 years. The
allowances for integral features is reduced
14 Journal May/June 2019

from eight per cent to six per cent per
annum this April.
SBAs will be available for capital
expenditure incurred by qualifying
businesses on non-residential structures
and buildings where the claimant has an
interest in the land on which the structure
is built, such as a freehold or leasehold, and
where a contract is entered into and works
commence on or after 29 October 2018.
Other transitional provisions may apply.
A qualifying business for this purpose
will include trading businesses and
professional firms that occupy property, and
also landlords carrying on a property rental
business. Qualifying structures will include
office, retail and wholesale premises, walls,
bridges, tunnels, factories and warehouses;
however, expenditure on the land itself or
on dwellings won’t be included.
The government will consult on the exact
meaning of ‘dwelling’ in the context of
SBAs. It has indicated that hotels and
care homes won’t be treated as such,
whereas university, school and military
accommodation and prisons will be counted
as dwellings and so fail to qualify.

The allowance will provide income or
corporation tax relief at two per cent per
annum on a straight-line basis over 50
years. So on a construction cost of £10m,
for example, this would equate to a tax
saving at £38,000 per annum, at the current
corporation tax rate of 19 per cent.
SBAs will be available where a contract is
entered into and works commence on or
after 29 October 2018, but cannot actually
be claimed until the point at which the
building or structure comes into use. The
relief is intended to encourage new
investment and so will not apply to existing
buildings or those under construction,
although there is currently some
uncertainty as to how the transitional
provisions will work.
Furthermore, SBAs will generally only be
available in respect of the original cost of
constructing, converting or renovating a
building. The new owner need not have
undertaken the construction works itself
– relief will also be available where a
business acquires a new building or
structure that has already been constructed
by a developer. In this case, the qualifying
expenditure for the new owner will be the
price paid for the building less the amount
that relates to the underlying land.
Any remaining relief over the 50-year
period will be available where an asset that
has qualified for relief is sold – the new
owner will be able to claim the remaining
part of the period, provided the asset
continues to be used for a qualifying
activity. Subsequent renovations by the new
owner will result in a new 50-year period
commencing and the application of an
additional SBA.
So although it was intended that the
SBA regime would come into force on
29 October 2018, our understanding of the
regime is based on the policy document of
last autumn rather than draft legislation,
which at the time of writing was still
awaited. Notwithstanding that the direction
of travel appears positive, businesses are
likely to be waiting for further details where
decisions rest on the relief being available.
Robert Walker is partner and real-estate tax
UK network leader at PricewaterhouseCoopers
LLP robert.j.walker@uk.pwc.com

Commercial property

Surveys

A question of
due diligence
Vendor surveys can be a valuable resource – provided they are properly conducted

Chris Gibbons

Technical due diligence surveys
commissioned by commercial property
vendors have become increasingly popular
in recent years. In 2017 at Tuffin Ferraby
Taylor, for example, such surveys accounted
for 14 per cent of all technical due diligence
instructions, up from eight per cent five
years ago. Most of our institutional and
property company clients choose to
commission a vendor or divestment survey
before putting a property on the market,
and this can offer significant benefits.
A commercial agent recently remarked to
me that the vendor technical due diligence
process was ‘useful for getting any ugliness
out in the open before potential purchasers
start to bid’. A purchaser’s team with any
wisdom may well identify such issues later
– which will only delay the transaction,
threaten the sale price, or even kill the deal.
Once a purchaser has been chosen from a
range of bidders, any leverage will be theirs
if issues are discovered. Also, revisiting the
second bidder does not put the vendor in
the best position if a previously unforeseen
technical issue has prevented a sale.
For the vendor survey process to succeed,
it is important to ensure that the scope
and extent of survey aligns with the asset
in question. Getting this right comes with
experience, but as a rule of thumb you
should put yourself in the purchaser’s shoes
and ask what you would expect to see.
Before inspection, it is worth knowing
what existing documentation is available;
for example, and if relevant, are there
asbestos, concrete or drainage reports?
Many large, modern commercial offices
have complex glazed curtain walls, so a

specialist report from a facade engineer
will usually be required to supplement the
surveyor’s advice and give a fuller technical
appraisal of the building.
Getting the scope right is also important.
One benefit of the vendor survey is that
it saves time, but this can be squandered
without a proper scope: there is no sense
in commissioning a vendor survey if an
important technical component is missing.
Another benefit of commissioning
vendor technical due diligence is that a
vendor can select a technical team of their
choice, so should know that the consultant
has the necessary skill and competence to
report without significant limitations.
Potential pitfalls
We are often asked to review vendor reports
prepared by other firms. It is important to
be aware of the potential pitfalls of a vendor
survey so you can advise clients of any
shortcomings. In my experience, much of
the problem can be down to an inadequate
scope or client brief, or a surveying firm not
fully understanding the risk profile of the
asset under consideration.
We were recently asked to review a
vendor report that was little more than a
schedule of photographs with captions for
a building with a value of more than £1bn.
In this instance, a completely new technical
due diligence survey was required, which
delayed the transaction for all parties.
Another frequent omission from reports
is repair costs. This approach again cancels
any time-saving benefits offered by the
vendor survey because the purchaser’s team
will need to inspect the property to assess

such costs. Invariably, such a process takes
nearly as much time as the original vendor
survey itself.
Be aware that some firms seem to offer
contractual reliance on the report to the
vendor only. This approach is illogical
and confirmation that full reliance will
be provided to the purchaser should be
the first thing on the checklist when you
are presented with a vendor survey for
review. The level of professional indemnity
insurance offered must also be checked for
adequacy against the market norm.
Another common area of difference when
reviewing someone else’s work relates to
costs for repairs. It is important to keep
records of how these have been calculated
so they can be compared with the reviewer’s
assessment. Very often, such differences
can be attributed to each surveyor’s varying
point of view, and a sensible conversation is
required to reach agreement.
It’s easy to throw stones when reviewing
work completed by others, but one should
avoid doing so as this simply erodes
everyone’s perception of vendor surveying.
The peer review process is also a good way
to see how and what others are doing and
learn from them. Regardless of your view,
vendor surveys are advantageous when done
properly. Building surveyors should embrace
the process for the benefit of the profession
and for the promotion of our expertise.
Chris Gibbons is a partner at Tuffin Ferraby
Taylor cgibbons@tftconsultants.com
Related competencies include:
Inspection, Landlord and tenant
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Fire safety

Kept in
check
Fire safety in buildings is now more than ever a key consideration during
inspection, so it helps to have an overview of potential defects and other issues

Joshua West

Fire safety is of the highest importance, but
the nature of legislation, industry guidance,
and building information can be confusing
for surveyors and other professionals
inspecting and advising on built assets.
Nevertheless, a good building survey
report should evidence understanding of the
way a building prevents the cause or spread
of fire, with advice given on promoting
responsibility for fire safety management
and fostering a fire safety culture. It should
be noted that we are not fire engineers; but
this article provides an overview of key
areas we must consider in ensuring fire
safety in a property is assessed holistically.
The typical methodology includes being
aware of the appropriate legislation before
carrying out the initial desktop review and a
site inspection. The following are the key
pieces of legislation on building fire safety:
••the Regulatory Reform (Fire Safety)
Order 2005
••Building Regulations 2010, with
Approved Document B – Fire Safety
being of particular relevance
••BS 9999: 2017.
16 Journal May/June 2019

Desktop review
Initially, the fire strategy for the building
should be requested for review. A report on
this should provide a full, well-structured
description of the design approach for the
building, with regard to whether it is a new
build, an existing property or one that has
recently been refurbished or redeveloped. If
a strategy is not available then the landlord
should be advised to commission a new one,
because a fire risk assessment can only
properly be undertaken once this strategy is
fully understood.
The building’s evacuation plan and its fire
detection and warning system should also
be known; the latter should be the correct
category and type for the building it serves.
To ensure adequate means of escape, the
occupational densities on each floor,
protected fire escape routes, travel
distances, the widths of fire exit doors and
stairs, and final exit locations must all be
understood. The emergency lighting,
signage and assembly points should be
evaluated too, along with the provisions
for evacuation of people with disabilities.

Facades and facilities
Regard should be had to the height of the
building – is it more than 18m tall from
ground level? Is the cladding of the building
a composite panel system with combustible
insulation? Approved Document B states:
‘in a building with a storey 18m or more
above ground level, any insulation product
used in the external wall construction
should be of limited combustibility’.
The fire strategy should indicate the
extent of the cladding’s combustibility after
a review of the as-built documentation; if it
does not, the property management team
should be advised that samples of cladding
panels be sent for testing to determine this.
While samples have been removed for
testing and the facade is open, the installed
barriers that close the edges of cavities and
are fitted around openings should also be
reviewed. Although such testing is seen as
critical for high-rise buildings, cavity
barriers should also be reviewed in sensitive
buildings with high occupancy rates, such as
schools and hospitals, and those where
occupants sleep, such as hotels, student
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accommodation and the like. It is important
to note such barriers are used in all types of
building to prevent the spread of fire, and
are not just limited to those listed above.
The building should provide adequate
access and facilities for the fire service too,
with all the following taken into account:
••vehicle access
••access for firefighters in and around
the building
••the need for a fire-resistant lift shaft
••the provision of fire mains and dry risers
••venting for heat and smoke from
basement areas
••provision of adequate water supplies.
Fire risk assessment
The fire risk assessment (FRA) for the
building should be requested for review as
well. The FRA document’s quality should
be scrutinised as, in my experience, these
can vary dramatically, with little control in
the industry over who undertakes them.
The age of the FRA is crucial; it should
be reviewed in line with the recommended
review date, and again when any significant
or relevant changes are made, to assess
whether these have affected the risk and
whether the on-site safety measures remain
appropriate. The property management
team should confirm that any shortcomings
or potential for improvements raised by the
FRA have been actioned rather than just
filing the document away.
The fire safety management process is
presently fragmented, and the structure
must be changed from the top down. FRAs
need more respect, and should command
greater involvement – and therefore higher
fee levels – to achieve the consistently
higher standard required by the industry.
Other documentation that should be
requested includes:
••building control certification, although
this should not be presumed conclusive
evidence of compliance in every case
••fire compartmentation surveys
••third-party installation accreditation
••test data relating to as-built products.
On-site inspection
While the building surveyor is on site, the
reviewed documentation should be checked
to make sure it is a true reflection of the

current state of affairs. If any changes have
been made to the strategy or building,
confirmation should be sought that they
have been approved by the relevant
statutory body.
When considering a building’s fire
protection system, many commonly think
about its alarms and sprinklers alone, when
the system actually comprises both active
and passive fire protection measures. The
former include fire or smoke alarms,
sprinklers and fire extinguishers; passive
fire protection meanwhile involves
compartmentation of a building, with walls
and floors rated for fire resistance to help
control and prevent fire or smoke spreading.
Active and passive fire protection systems
are equally important and work together
during a fire, not in place of one another.
The sealing of each compartment should
be inspected to ensure it will prevent the
spread of fire effectively. Deficiencies are
often found behind the scenes, especially
but not exclusively in plant rooms or
service risers, above ceilings and in voids
below raised floors. In my experience, it
is common to have concerns about the
inadequacies of fire compartmentation after
inspection, with advice regularly stating
that work will be required to provide the
necessary degree of protection.
Although such concerns can be a result
of poor-quality work in newly built or
refurbished buildings, it can also be seen
in existing buildings; for instance, in
penetration works undertaken by the
landlord’s or tenant’s contractors through
installed fire-rated walls, or openings where
the compartmentation or stopping has been
disturbed but not reinstated. Even where it
has been reinstated, it is common to find
poorly applied expanding foam used as a
filler, which is highly likely to be incorrectly
specified to achieve the required fire rating
for the materials it replaces.
Other common issues include the failure
to install fire-rated collars on service
penetrations through structural slabs.
Inspection of fire doors serving riser
cupboards, protected fire escape routes and
the like will also be needed. Tenants and
other building occupants can create fire
risks as well, by locking fire doors or leaving
them propped open; storing combustible

Poorly applied expanding foam repair

Disturbed fire battery compartmentation

materials in electrical risers and plant
rooms; and making unauthorised alterations
such as installing new doors in fire
compartment walls, among other things.
A comprehensive review should be
undertaken to identify any deficiencies in
the on-site occupational test information
associated with the fire precautions and
means of escape, to ensure they all are in
date and renewed on a cyclical basis. This
includes testing certification for the fire
alarm, smoke detection, emergency lighting
system and dry riser, with supporting
records to cover extinguishers, hose reels
and sprinkler systems.
To conclude, it is important to step back
and review the building works holistically
rather than inspecting each element
individually and separately.
Joshua West is a senior surveyor at Savills
joshua.west@savills.com
Related competencies include:
Health and safety, Inspection
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Buy-to-let

Doing
BTL better
Is the buy-to-let market dead and buried or ready to thrive?
Policy changes seem to be helping some but hindering others

Kate Faulkner

Any landlord or letting agent will be feeling
the effects of government policy changes
intended to curb buy-to-let (BTL)
investment in England. Landlords and
agents must adhere to more than 400
rules and regulations, with possible local
authority fines of up to £30,000 or even
a prison sentence for breaching them.
The additional three per cent stamp duty
on investment purchases or second homes
and the loss of mortgage finance relief are
also starting to have an impact on the BTL
business model. Ministry of Housing,
Communities & Local Government data
suggests 3,800 landlords are leaving the
sector each month, while the number of
BTL mortgages fell from 183,000 in 2007 to
around 70,000 in 2018 (bit.ly/BTLBubble).
So is the BTL model dead? For some, yes
– depending on their investment objectives
and where they own properties. Those
hoping to purchase properties and secure an
income will find it tough to make the model
work under the harsh new tax regime unless
they are letting houses in multiple
occupation (HMOs).
But BTL was never a great income
generator, particularly at the start of the
investment. Originally, the BTL business
model was to purchase a property, let it,
and hope to make enough money to cover
maintenance and refurbishment costs,
maybe generating some extra profit. The
most significant benefit, however, was that
while the tenant covered the ongoing costs,
the property’s value increased.
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That provided an equity lump sum on
sale, which could translate into an excellent
return on investment, assuming the
purchase was positively geared. This model
was then hijacked by people claiming it was
better to invest in BTL than keeping money
in the bank, given a low interest rate as
opposed to a return of five per cent or more
from a rental.
Unfortunately, this general assumption
failed to take account of void periods, rent
arrears, maintenance and tax. It meant
many BTL properties were only providing
a low-percentage net income, although
their growing value as properties meant
they would command a good return on
investment once sold.
For those hoping for an early income
from their property investment, borrowing
with the latest taxation changes is probably
going to make this tough, unless they are let
as HMOs. This is the case in areas where
property prices grew rapidly since the
credit crunch but are now falling back or
stagnating. Average prices in London, the
south, and parts of East Anglia have grown
by 58 per cent, 36 per cent and 41 per cent
respectively since the previous peak in
2007/08, while poor wage growth has
prevented rents rising correspondingly.
Despite reports of extortionate rents, the
Office for National Statistics’ private rental
index in fact shows they typically rise in
line with wages rather than property prices.
It’s not all plain sailing for those turning
to HMOs either. In some places, this market

has become incredibly competitive, with
landlords struggling to fill rooms. Besides
other concerns, Brexit uncertainty has led
to some Europeans leaving the UK because
the fall in the pound has affected the value
of their wages in their homeland. So all
round, new BTL investors probably have
a tough task ahead of them.
For investors in UK property as far back
as 2000, or until 2014 in areas such as the
south, the east and London, capital growth
and income returns are probably still strong,
even allowing for increases in taxation.
Average prices in most areas have risen
quite dramatically since 2000, as Table 1
shows. As such, long-term investors could
well survive, and even thrive in the future,
with predicted growth in tenant demand
and dwindling stock levels.
Those hoping to invest for capital growth
will not find it easy; longer-term investors
will have already experienced good growth,
as Table 1 indicates, but this is not forecast
to continue. Rightmove puts the average
annual capital growth between 2005 and
2018 at 3.7 per cent, Nationwide at 2.6 per
cent and the UK Housing Price Index at 3.4
per cent, for example, but Table 2 shows
some companies’ forecasts for growth over
the next few years.
What immediately jumps out from these
numbers is that when you add in data from
the 1980s, average property prices have
risen by 2.6 per cent in excess of inflation,
as Figure 1 shows (see p.20). It’s clear that
the trend for long-term growth has already

ended and is not forecast to recur. In
summary, the BTL model will still work for
those who have invested since 2000, from
a capital growth and income perspective.
However, a postcode lottery and investors’
ability to buy well will have determined
whether they have made any returns since
2005. Anyone investing now will have to
work hard to make the model succeed.
Some people’s response to lower returns
is to invest with cash rather than a
mortgage, but the main reason that BTL
succeeds is gearing: take that away and, in
real terms, many cash investors will have
been losing money for some time, often
without realising. The sidebar (p.20) shows
that cash investors in most English regions
have on average seen a fall in the value of
their asset, bearing in mind that the
compound inflation rate from 2007 to 2018
has been 36.29 per cent (bit.ly/BEinflcalc)
except in the South East, East of England
and London.
Sadly, the government’s policy to reduce
BTL returns is primarily affecting tenants
rather than landlords, and there has been
a rise in homelessness. According to a
government briefing, the proportion of
homeless people put in that position due
to ending an assured shorthold tenancy has
risen from 15 per cent in 2010/11 to 27 per
cent in 2017/8 in England, and 31 per cent
in London, although this is partly due to the
growth in households in the private rented
sector (bit.ly/Sec21DP).
Greedy landlords get the blame for
evicting tenants to raise rents, although
this is not borne out by statistics.
According to the Association of Residential
Letting Agents, ‘the number of tenants
experiencing rent increases fell for the
fourth month running in December
[2018], with [only] 18 per cent of agents
reporting that landlords increased rents’
(bit.ly/ARLAPRS18). The government’s
own private rental index states that prices
paid by UK tenants in this sector rose by
one per cent in the year to December 2018,
up from 0.9 per cent in the preceding
month (bit.ly/PHRPIndDec18).
I believe the rise in evictions and
homelessness in the private rental sector is
due to landlords selling up as a result of tax
changes, and no longer letting properties to

Table 1. Rises in English property prices 2000–18

Region

Average price, 2000

Average price,
Nov. 2018

Rise

North East

£47,604

£132,257

178%

North West

£51,177

£162,717

218%

Yorkshire and the
Humber

£50,489

£160,155

217%

East Midlands

£58,080

£192,061

231%

West Midlands

£63,833

£197,387

209%

South West

£81,381

£260,177

220%

East of England

£84,192

£294,530

250%

South East

£104,358

£323,876

210%

London

£130,411

£472,901

263%

SOURCE: LAND REGISTRY

Table 2. UK property price forecasts; made in 2018

Year

Savills

Knight Frank

JLL

2019

1.5%

1.0%

0.5%

2020

4.0%

2.0%

1.0%

2021

3.0%

3.0%

3.0%

2022

2.5%

3.5%

3.5%
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House price
differential
2007–18

Figure 1. National average house price rises 1982–2018
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+7%

West Midlands

+19%

East Midlands
those on benefits thanks to London housing
allowance caps and universal credit, which
have together led to rent arrears.
The anti-BTL policies were introduced by
the government to reduce competition for
first-time buyers, boosting homeownership
and encouraging investment from large
institutions. Unfortunately, it didn’t realise
what would happen to tenants in rented
properties being sold to first-time buyers.
Effectively it ignored the fact that tenants
don’t only rent because they can’t afford to
buy; rental demand and the UK population
are also increasing. Local authorities cannot
now rely on the sector to support those
evicted as there are insufficient social
homes and private landlords.
Tenants have as much right to a roof over
their heads as first-time buyers or second
steppers. Taking away properties previously
let to tenants who could never afford to buy
is making the housing crisis worse rather
than helping. Also, continuing with a policy
of discouraging individual BTL purchases at
the same time as subsidising institutional
20 Journal May/June 2019

BTL may improve standards, but it won’t
meet growing demand. If just one per cent
of individual landlords were given
incentives to build one more home each a
year, that could add 20,000 properties to
the private rented sector annually, all
constructed to a high standard. This could
be done quickly by, for instance, taking an
underoccupied house and splitting it into
two flats.
Tenants need quality homes from good
landlords at affordable rent. These need to
be provided by both social housing and
private lettings. Current government
policies have been good news for landlords
who can make the model work but they are
bad news for tenants, especially those who
are already vulnerable.

+20%
South West

+22%
South East

+36%
East of England

+41%

Kate Faulkner is managing director of Designs
on Property kate@designsonproperty.co.uk

London

Related competencies include:
Housing strategy and provision,
Investment management, Property

Source: Land Registry
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Homes and health

Striking
mould
If building use, design and external environment don’t work
together, they can cause excessive moisture and poor ventilation
– all of which can lead to damp and mould growth
Mike Parrett

The English Housing Survey: Headline Report, 2017–18
(bit.ly/EHSheadline) noted there were 897,000 homes
that had problems with damp across a range of tenures,
as Figure 1 shows; almost 450,000 homes were affected
by condensation and mould.
The report adds that people in around 746,000
homes are living in overcrowded conditions – and
more occupants mean more moisture produced from,
for example, cooking, washing and drying clothes.
Conversely, around 9m homes are underoccupied,
with occupants only heating the rooms they use.
This means the moisture they produce will migrate
to the cold rooms, increasing the risk of mould.
Around 49 per cent of England’s housing stock –
15.7m dwellings – have cavity-wall insulation. Although
this may sound like a positive measure, retrofitted
cavity-wall insulation is an increasing cause of mould
and damp. Some types absorb moisture created when
22 Journal May/June 2019

rain penetrates the external layer of brickwork; I have
been able to squeeze water out of certain insulation
materials. There are local authorities that remove such
insulation from their properties.
The survey also found that 85 per cent of homes had
full double-glazing, which, while keeping heat inside a
home, may also retain excessive moisture and cause
mould. When we combine over- or underoccupied
homes with retrofitted fabric improvements, we can
see why so many suffer from damp and mould.
The Housing Health and Safety Rating Scheme
(HHSRS) was created by the Housing Act 2004 and
identifies 29 major hazards mainly relating to mould
and damp. Category 1 and 2 hazards are deemed to be
prejudicial to health or even a statutory nuisance. The
Homes (Fitness for Human Habitation) Act 2018
amends the Landlord and Tenant Act 1985 to include
the HHSRS hazards in reworked and new sections 8–10.

Figure 1. Damp problems by tenure (2017)
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It gives tenants broad powers to bring actions against
landlords where a property is deemed unfit for human
habitation and where the occupier is not the cause.
A tenant can bring an action against a landlord if
the property is affecting their health. The 2018 Act
came into force on 20 March 2019. It will be onerous
for landlords, who must prove beyond a reasonable
doubt that they are not responsible for the causes of
any damp and mould, and will need a pathological
approach to measure whether the building itself can
be eliminated from the dampness equation and leave
only issues associated with occupation.
Where there is mould, analysis involves taking
samples for testing in a laboratory to identify the
species. It may just look like a black stain on a wall,
but some types are much more detrimental to human
health than others.
Many studies have shown the effects of different
mould species on human health. The 2009 World
Health Organization guidelines for indoor air quality:
dampness and mould (bit.ly/WHOdamp9) summarised
various studies and found that ‘occupants of damp or
mouldy buildings, both houses and public buildings, are
at increased risk of respiratory symptoms, respiratory
infections and exacerbation of asthma’. It added that
‘there is clinical evidence that exposure to mould and

SOURCE: NATIONWIDE

other dampness-related microbial agents increases
the risks of rare conditions, such as hypersensitivity
pneumonitis, allergic alveolitis, chronic rhinosinusitis
and allergic fungal sinusitis’.
There are many types of dampness-related microbial
agents, such as bacteria, endotoxins, microbial and
other volatile organic compounds, which can all affect
human health, but two of the main groupings are
mycotoxins and glucans. Stachybotrys, cladosporium
and aspergillus moulds, for example, can release
mycotoxins, described as secondary metabolites; that is,
they are produced by the fungi themselves. It is thought
that these could be present in materials and settled dust
from buildings that have suffered from damp or water
damage. They can be particularly harmful to health and
cause chronic upper respiratory tract conditions,
cyanosis – oxygen starvation – asthma and rhinitis.
Some studies have found mycotoxins to have adverse
effects on human reproductive abilities and damage
DNA, and they may also be potential carcinogens.
Other moulds contain biological elements called
glucans. These are active compounds that compromise
the immune system and can have significant effects on
people with infections or who are suffering from cancer.
Swedish and Danish studies, for example, have found
that long-term exposure to the Aspergillus fumigatus
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mould, which contains glucans, is seriously damaging
to health and causes localised infections, fatal diseases,
allergic responses and – if inhaled – conidia growth in
humans. Glucans can generally cause allergic alveolitis,
hypersensitivity pneumonitis and inflammation,
particularly in the upper respiratory tract, and suppress
the immune system.
In addition to the effect these agents have on human
health, when combined with pollutants such as cigarette
smoke they may lead to a cocktail of issues that can
critically affect humans, particularly those with weak
immune systems.
It is important to note there is some conjecture
about the health effects of mould, despite numerous
studies; however, the evidence seems to be more
conclusive in the USA, and some successful lawsuits
have been pursued there against building owners by
occupiers who claim that their health has been
adversely affected by mould.
The World Health Organization (WHO) report
states that while only a few studies show the effect of
interventions, these demonstrate that the remediation
of dampness can reduce the severity of adverse health
outcomes. Performing these measures correctly is
clearly crucial. For example, we know that if assisted
drying does not start within 24 hours after a flood then
mould can be very difficult to eradicate. But how do you
know that a property is fully dry?
Measuring and monitoring the property with a best
guess only increases the risk of residual moisture.
When the property is later heated, residual moisture
will be drawn out of the building fabric and deposit on
any cold surface at the dew point. Then condensate
will form and mould will inexorably grow. During
summer months when damp properties dry out, mould
also dries and its spores may become airborne. These
are easily inhaled and then gain direct access to the
human bloodstream, which is why lung-related illness
is the most common impact of mould.
Property professionals must understand the potential
link between building failure and an occupant’s health.
The mere use of a moisture meter may only signal that
a damp issue exists; further investigation is needed to
understand its cause. It should prompt questions into,
for example, the building’s age, construction, heating
and ventilation levels.
Only once we understand the whole picture of a
property and its problems should we consider a
mycology examination into visual mould and spores
in the air. If there are no such signs of damp, then it is
unlikely to affect an occupant’s health. However, ways
must be found to eradicate the mould and prevent it
from becoming airborne. Detailed monitoring will tell
us whether the property is underheated, where the dew
24 Journal May/June 2019

Property professionals must
understand the potential link
between building failure and
an occupant’s health

point is reached, what cold surfaces exist, the effect of
cavity-wall insulation and so on.
The WHO report emphasises the importance of
well-designed, well-constructed and well-maintained
building envelopes in preventing and controlling
excessive moisture and microbial growth. It suggests
that moisture management depends on proper
temperature and ventilation control to avoid excessive
humidity, condensation on surfaces and excess
moisture in materials.
There is a growing trend for occupiers in social and
private rented accommodation to severely underheat
their homes. To improve their health, we need a full
understanding of the dominant factors contributing to
mould and damp in the home; for example, is it a result
of use and occupation, building design, building defects
and construction, or a combination of these? Do
practitioners investigate the true causes and sources of
any damp and mould, or merely stop after highlighting
the symptoms?
Without an holistic approach to understanding
these issues, the source of a damp problem will go
undiagnosed. If the symptom of a problem is treated in
isolation, then the true cause will eventually reappear
– as will its effect on human health.
Energy efficiency in construction and retrofitting
insulation is part of the answer. However, additional
energy-producing technologies in homes will help to
reduce or eliminate fuel bills in the future, providing
occupiers with the confidence to heat their homes
adequately. This will go a long way to improving health.
Michael Parrett is a building pathologist, chartered building
surveyor and founder of Michael Parrett Associates. He is
an eminent fellow of RICS and the lead author on the
Damp section of isurv info@michaelparrett.co.uk
Related competencies include: Building
pathology, Legal/regulatory compliance,
Maintenance management

Residential Property
Conference 2019
04 July 2019 | Hilton London Tower Bridge, London
Join this popular conference to gain key insights into navigating policy,
economic and technological shifts within the residential property sector.
Delivered through a combination of keynote presentations and parallel
break-out streams, the programme addresses key topics across survey and
valuation, property management, technology within the sector and takes a
look at housing projects in action.
Hear from agents, surveyors, valuers, block and property managers to
ensure you are up to speed when it comes to tackling the biggest issues
facing the residential property sector.

Book your place online today: rics.org/residentialconference

Dilapidations Roadshow
June - July 2019 | Various locations
The latest legal and technical guidance
The RICS Dilapidations Roadshow returns to provide a comprehensive
update and expert guidance on the current and future issues directly
impacting commercial landlords and tenants, building surveyors and
valuers.
Join leading speakers who are at the forefront of dilapidations issues, as we
address all crucial areas and offer practical guidance to support your dayto-day practice. Attending one of the roadshows will ensure you remain at
the forefront of dilapidations practice and are working to the highest
professional standards.

Book your place online today: rics.org/dilapidationsroadshow
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Smart
objectives
Smart cities and 5G sound exciting, but serious
consideration must be given to the barriers to,
and enablers of, a more connected future
Tim Austin

Just around the corner lies a world where everything is connected
– digitally. In this world, 20bn consumer and business units will
be connected and £14tr of economic value will be generated every
year. When do we arrive at the wonderful new world? Experts
speculate that it could be as soon as next year.
However, the reality still seems a long way from this. My
scepticism is based on the fact that a friend’s office move broke
down because he could not access a decent broadband service for at
least two months – a critical requirement for a design consultancy
that needs to communicate with its clients and prospects.
To help console him, I quoted the government’s national digital
strategy, in particular that it would ‘complete the roll-out of 4G
and superfast broadband by 2020 … [and] invest over £1bn to
accelerate the development and uptake of next-generation digital
infrastructure – including full fibre and 5G’ (bit.ly/DigStratUK).
26 Journal May/June 2019

The sophisticated digital infrastructure of Songdo in South Korea makes it
one of the world’s smartest cities

As you can imagine, he challenged the government’s professional
capability in no uncertain terms. Despite the government’s
declaration in 2018 that it had fulfilled its promise to extend
superfast broadband to 95 per cent of UK premises, the company
that compiled the data claimed the UK was likely to fall further
behind other countries in the coming years.
Everything we do – live, work, shop, play, learn – now requires
good, fast digital access. By 2028, more than 30 per cent of all
retailing will be conducted online, and yet outside city centres
and commercial hubs, online access in the UK remains poor.
In a recent survey of 200 countries conducted by Cable,
Singapore once again had the world’s fastest broadband, followed

by Sweden, Denmark and Norway. Bottom of the league was
Yemen. But the good news is that Madagascar, one of the
world’s least developed countries, was one place ahead of France.
As the fifth largest economy in the world, the UK is currently
35th in the global broadband speeds league table, putting us in the
bottom third of EU countries, below Andorra and Bulgaria. This
shows there is a schism between our ambitions and reality.
The global perspective
There is excited talk of smart cities amid the wide array of
stakeholders – local and national governments, tech businesses,
advertisers, those providing the everyday services that cities rely
on and many more. The concept is underpinned by a fundamental
belief that digital access has no ceiling, and it is claimed that it will
improve the efficiency of almost every aspect of our lives from work
to leisure, transforming energy management and quality of life, and
offering a panacea for the crowded, congested and polluted
experience of many city-dwellers.
Smart cities should allow us to live in a carbon-neutral world,
and might include the following features:
••intelligent buildings that self-manage their lighting,
environmental and repair requirements
••smart traffic lights that respond to changing traffic patterns,
as well as parking sensors that detect when a car park is full and
automatically re-route traffic
••smart street lighting that only activates when someone walks
into its zone
••smart waste management, including bins that alert the authorities
when they need emptying
••soil sensors that detect moisture levels and automatically manage
the sprinkler systems.
Cities such as Songdo in South Korea are championed as
blueprints for the future. It prioritises pedestrians and cyclists,
aiming to become entirely car-free, and comprises 40 per cent
green space, countless kilometres of cycle routes and 300,000
residents who live in new, digitally enhanced apartments.
Neighbours can chat to each other via video links and everything
from opening doors to attending college can be done remotely.
There is no need for dustbin lorries as rubbish is pneumatically
sucked out of every home and recycled (bit.ly/SongdoWC).
The domestic perspective
The future of our national economy lies in the success and growth
of the knowledge sector.
In a digital world, knowledge-based businesses will not have to
be based in London, Cambridge, Reading, Manchester or indeed any
major city. Being able to work anywhere, including rural locations,
not only reduces congestion and overcrowding in cities, which are
already struggling to provide adequate business space and homes, it
also offers a viable alternative for those seeking a better work–life
balance. Even the chancellor believes that the UK needs a ‘big
digital upgrade’ to thrive after Brexit, as he said in May 2018. But,
as my entrepreneurial friend’s predicament highlighted, the reality
is a long way off still.

A world populated by the internet of things with 20bn devices
all battling for a finite bandwidth is a frightening prospect, and it
is no wonder that people are forced to migrate to network-rich but
already crowded urban centres. It is interesting to note that in 1800
only two per cent of the global population lived in an urban
environment. This grew to 13 per cent by 1900 and 47 per cent by
2000, and experts believe that by 2050 almost 80 per cent of the
world’s population will live in urban centres. Of course, architects
and urban planners claim they will create smart environments to
support and enhance the day-to-day living for our booming urban
areas, but 20bn intelligent devices need rich connectivity if these
plans are to be fulfilled. And therein lies the problem.
I suggest that the answer is not in 5G, 6G, 7G and so on. We need
a paradigm shift in our current one-track thinking – perhaps this is
one of those Sony Walkman moments, when new technology seems
to come from left field. One such innovation could be ‘lifi’, the
transmission of data using light waves rather than radio as in wifi.
Bear in mind that light waves travel more than 1,000 times faster
than radio waves, and that every LED bulb could be deployed as a
transmitter, or router. Greater urbanisation then means more
homes and places of work, which means more LED bulbs and
therefore better connectivity. Eureka – the growing needs of a
global population demanding connectivity as a right are met.
However, there are two mountains on the road to this nirvana.
••Lifi development appears still to be at quite a nascent stage.
••The government’s 2017 Industrial Strategy white paper earmarks
£176m for 5G and a further £200m for local fibre networks, but
nothing for lifi (bit.ly/UKIndStrat).
If after Brexit UK entrepreneurs and the knowledge sector are the
key to our economic success, then we have to find a way to enable
them to perform to the best of their ability. I am reminded of the
2018 train fiasco that created untold disruption and distress among
commuters and other rail users (bit.ly/GTRtrains). In some parts
of the country there was much trumpet-blowing about the rail
companies’ new generation of trains and how much better the
travel experience would be for their customers, but the reality
was a far cry from the hype. Not enough drivers had been trained
for this new generation of vehicles, which, coupled with timetable
scheduling problems, led to months of chaos and inefficiencies. Is
the current national digital strategy heading in the same direction?
And has Brexit occupied our leaders so much that it has
dominated our national strategic planning capability? Are the
mechanics of business being sacrificed on the altar of political
ambition? This is not a political carp, but a question posed on
behalf of knowledge workers struggling to produce world-class
outputs in a digital environment akin to that of a developing
country. If lifi is a viable answer, what questions should we be
asking our leaders?
Tim Austin is head of property management north and an equity partner
at Matthews & Goodman taustin@matthews-goodman.co.uk
Related competencies include: Smart cities and
intelligent buildings
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Blocks
away
Recent research has explored the commercial real-estate
profession’s attitude towards blockchain and identified the
barriers to wider implementation
Megan Hanney

World-leading institutions have identified
commercial real estate as the next sector
to be transformed by blockchain. The
technology has already had a huge impact
on the financial services sector, and is
predicted to be five to ten years away from
revolutionising commercial real estate.
Recent research by Nottingham Trent
University investigated blockchain’s impact
on commercial real estate by revealing the
barriers faced by the sector and potential
solutions. Interview participants included
RICS, Boston Consulting Group, CBRE,
Clifford Chance, Cushman & Wakefield,
Deloitte, HM Land Registry, JLL, Liquid
Real Estate Innovation, McKinsey & Co,
Savills, and the University of Oxford.
The research found the most prominent
use cases for blockchain to be smart
identities and smart contracts in occupier
and investment markets. Smart identities
allow both individuals and assets to
improve due diligence processes by
28 Journal May/June 2019

eradicating the need for physical documents
and manual verification, while smart
contracts contain algorithmic transaction
rules enabling functions such as electronic
signatures, account verification and
automated payments (bit.ly/DCSF17).
John Abbott, director of digital, data and
technology at HM Land Registry, notes
how ‘insurance companies leasing big
John-Lewis-type retail units are already
using smart contracts to self-execute
transactions. The contracts are configured
to update rental values automatically by
examining the retail price index and
inflation. An automated email is then sent
to the occupier explaining the change while
simultaneously requesting a signature of
agreement through the blockchain.’
Use of blockchain in commercial real
estate offers various benefits. The first is
increased transparency: multiple listing
services built on the blockchain can
eliminate fees for market information while

providing clarity and better pricing logic.
Paul Bagust, global property standards
director at RICS, states ‘there is an absolute
demand now from clients and global
investors that professional services are
provided as transparently as possible’.
Second, blockchain increases data
security and improves analytical
capabilities. The technological structure
of the distributed ledger makes hacking
virtually impossible. It also allows real-time
analysis of transactions, enhancing the
speed, quality and quantity of data
produced. An analyst using legacy systems
might typically spend 80 per cent of their
time gathering data and only 20 per cent
analysing it, but blockchain would reverse
these figures (bit.ly/ReValTech).
The third benefit is increased liquidity.
Kevin Shtofman, global technology
real-estate strategist at Deloitte, explains
how ‘democratisation of the investment
market becomes possible when assets are

Blockchain predictions
••Overall, blockchain can enable significant cost savings by reducing the amount of
time and resource required for existing systems.
••It is estimated that by 2021, blockchain will save businesses $50bn in
business-to-business transactions (bit.ly/Faci5117).
••It is also predicted that blockchain will add $300–$400bn of annual economic
value globally (bit.ly/UBScrypto).

tokenised and fractionalised, allowing
real-estate investment to be crowdsourced
from all over the world within minutes
instead of weeks or months’. Registration
of investments on the blockchain also
simplifies investor exchanges and eases
diversification pressures on portfolios.
Barriers to adoption
Despite the benefits of such uses, adoption
faces numerous barriers. Commercial real
estate is known to be one of the least
receptive sectors to innovation, with
conventional firms tending to have
extremely conservative cultures regarding
new technologies (bit.ly/SaidPT3). Thus
David Shrier, who leads a short course on
blockchain for business leaders at the
University of Oxford, maintains that
‘culture will be the number-one barrier to
adopting blockchain’. A result of the
prevailing culture is a lack of research and
development on blockchain and poor
understanding of the technology itself.
However, Mike Gedye, executive director
of strategic advisory services at CBRE,
highlights that ‘blockchain will only be built
into specific elements of process and
transaction workflows, so not everyone
requires an in-depth understanding of how
the technology works. Considering this,
firms should still have experts for
blockchain just as they have for other
data-based technologies.’
As with most new technologies, there is
much hype around blockchain, and it is
often misconstrued as a solution for all
problems. This is not the case. Blockchain is
one of many competing technologies
including artificial intelligence, augmented
reality, data analytics, machine learning and

more. Over the next three to five years,
these competing technologies are expected
to be the focus for commercial real estate.
Yet with exponential growth and
deployment of blockchain further down the
line, it will be expensive for firms that have
not yet taken on the technology to catch up
at that stage.
There is further resistance to exploring
blockchain thanks to current margins in
commercial real estate. While the major
players continue to make big enough
margins, the urgency to innovate subsides.
Timco Toppen, capital markets adviser at
Cushman & Wakefield, explains that
‘margins in the commercial real-estate
sector significantly differ to those in the
construction industry. It is only when profit
margins are challenged, for instance during
an economic downturn, that the urgency to
innovate grows. Thus, blockchain adoption
will most likely be initiated by a
government agency or professional body
rather than commercial real-estate firms.’
Concerns around data privacy and the
number of parties involved also act as a
barrier to blockchain. Bagust states that
‘many professionals are unsure that

blockchain is the correct solution due to
uncertainty around who owns what data and
how that data can be used’. However, the
number of parties involved will depend on
the type of blockchain being built: public,
private or permissioned, that is, where
certain parties are granted access to improve
processes together. Nottingham Trent’s
research revealed permissioned blockchain
to be most suitable for commercial
real-estate firms. Blockchain involves fewer
parties and can resolve data privacy
concerns quite easily compared to a public
blockchain; it also provides greater
functionality than a private blockchain.
The final barrier is the fear of job losses,
as blockchain has the potential to remove
intermediaries. It was argued by numerous
participants that brokers are the most likely
to be affected, but firms must also consider
whether other service lines could charge the
same fees in the future given that due
diligence, knowledge creation and data
analysis will be extremely efficient.
However, it is rarely acknowledged that
with job loss and automation comes job
creation. At the same time that Goldman
Sachs automated trading desks, it employed
new data scientists and computer engineers
(bit.ly/MITGold17). Similarly, when
Amazon’s CEO deployed 100,000 robots,
315,000 new employees were hired
(yhoo.it/2qmhJbl). When blockchain is fully
implemented in commercial real estate, new
roles will be created in the same way. Rather
than having people measure the same
buildings multiple times, they will be
redeployed to provide more valuable advice.
There is confidence that traditional
service lines and commercial surveyor roles
will still exist and be valuable in the future.

There is a lack of research and
development on blockchain and poor
understanding of the technology itself
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Yet this confidence comes with one massive
caveat: they must evolve with technology.
Technology will not completely replace
humans in the foreseeable future; rather,
it will complement them. Human advice
based on the best technology will most
often beat technology or a human alone.
However, as Dan Hughes from Liquid Real
Estate Innovation highlights, the problem is
that ‘technology alone will very often beat a
human working in isolation of technology’.
Ways forward
One major finding from the research was
the suggestion that commercial real-estate
firms should pursue the consortium model
used by the financial services sector when
deploying blockchain. This would allow the
technology to be tested with input from
multiple entities to ensure consensus
between major players. After testing the
technology, a migration path is established
for ideas to scale for commercial adoption.
However, Shrier highlights that innovation
portfolios require an 80 per cent failure rate

when pioneering new ideas. Consortium
parties therefore need a high tolerance
for failure and a supportive boardroom.
There are two further lessons to be taken
from the financial services sector. First,
partners should be chosen selectively, with
more focus on access to good data and a
willingness to collaborate than on a firm’s
reputation or brand. Second, professionals
should aspire to emulate the financial
sector’s structure of compliance, which
exists not only for the sake of transparency
but also to better enable technology.
Adoption will therefore become a success
through an inflationary spiral as global
real-estate firms desire the competitive
advantage of using blockchain. This process
has also been demonstrated by De Beers,
whose use of blockchain caused other big
players in its sector to turn off existing
stacks and redirect trade flows through
the new structure (reut.rs/2Hn7YlC).
While the UK’s legal framework
complements scaleability by limiting the
risk of monopoly behaviour, blockchain

Research findings
••CBRE has completed blockchain pilots with clients.
••JLL has launched blockchain-based valuations; Francesco Federico, EMEA
digital director at JLL, describes the advantages: ‘Our new process means that
banks can easily check the validity of a valuation simply by accessing an online
portal that relies on blockchain, rather than having to go through the traditional,
more human-intense process.’
••Cushman & Wakefield is participating in blockchain valuation pilots and exploring
opportunities for transaction-focused services.
••Savills has internal management groups investigating blockchain from the board
to graduate level.
••RICS is watching blockchain closely and looking to create standards to align
with new developments.
••HM Land Registry has developed blockchain prototypes for smart contracts
alongside a proof of concept for a fully digital register with machine-readable
data. Given that many commercial firms rely on the registry for commercial and
corporate ownership data, the organisation acts as an enabler.
••Blockchain models typically advocate utility by focusing on the operational
value of the technology. However, utilities are notoriously prone to failure if they
don’t scale well, which makes access to market the priority for companies looking
to sell blockchain products to the commercial real-estate sector.
••The research also found that, in terms of timeframe, blockchain deployment will
be a lot faster for firms with established innovation groups, those working with
start-ups and those running their own incubators.
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use remains a fiercely complex prospect.
The legal minefield includes competition,
data and joint ventures. Considering these
challenges Jonathan Kewley, technology
partner at Clifford Chance, advises the
sector to engage with law firms in the
early stages of development.
Finally, while information governance and
management of data is important, it should
not stop firms from deploying blockchain.
Hughes argues that the requirement for
perfect data depends on the use case:
‘Blockchain is just a ledger of transactions
so it can have terrible or fantastic data.
Organisation of data is not a prerequisite
for deploying blockchain. The quality of
data can only really be established when
the use case is known. The most important
thing is to ensure a comprehensive digital
business strategy is in place.’
Within ten years, blockchain will
dominate many commercial real-estate
business lines. Mass constructs are going to
change dramatically, especially those related
to transactions. Shtofman states ‘those who
are willing to invest upfront, try things on a
small scale and be willing to fail will be the
ones that succeed. Firms with long,
bureaucratic processes will struggle.’
World-leading commercial real-estate
firms have already entered the pilot stage
and are testing blockchain prototypes;
some have implemented and are using
them. While 2018 was the year of proof
of concept, 2019 is looking like the year in
which value is proved, while 2020 will be
the year it scales up into commercial real
estate and is adopted across the sector.
To conclude with the words of Steven
Lang, research director at Savills: ‘our
clients are looking into blockchain and we
can’t look like we’re behind, as an industry.
Think of the stockbroker in the mid-1980s
who may have ignored electronic trading.
The commercial real-estate sector is in
trouble if we decide blockchain isn’t for us
because we’ll get forced to adopt it later,
kicking and screaming.’
Megan Hanney is a graduate surveyor at CBRE
megan.hanney@cbre.com
Related competencies include: Big data,
Data management
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A show of
resilience
The Cumbria Flood Resilience Showcase Project has made the most of
donated supplies to refit two properties damaged in recent flooding

Mary Dhonau

The Cumbria Flood Resilience Showcase Project aimed
to make two properties into showcases for innovative
resilience measures, and demonstrate to householders
and business owners what can be done to reduce the
devastation that flooding can cause.
The project was funded by private business together
with the Environment Agency, and jointly managed
by the agency, environmental services firm Adler
and Allan, Business in the Community, the Building
Research Establishment (BRE), Carlisle City Council
and the Prince’s Trust. I spearheaded the work. The
project was also task group 1 of the Department
for Environment, Food & Rural Affairs (DEFRA)’s
Roundtable Property Resilience Action Plan, and more
showcases are in the pipeline.
The issue of flooding is one that’s close to the hearts
of many in the Cumbrian region, and indeed to mine;
I have had the appalling experience of being flooded on
several occasions. Our focus was to show how people
could get back into their homes or businesses more
quickly after a flood. We tried to keep the water out
32 Journal May/June 2019

Flood-resilient kitchen units and ceramic floor tiles glued with
waterproof adhesive should enable this home to recover
quickly from water ingress

of the properties but also acknowledged that, after a
major flood, it could still get in, so we used materials
that would recover more quickly.
When I began the project in July 2017, I first had to
find some properties that had still not been repaired,
some 19 months after the most recent flood event, and
though it took me a while I got there. The first thing
I did was to ask specialist surveyors to view these
properties, conduct surveys and advise me on the way
forward. They kindly gave their time and expertise for
free, and I would like to express my gratitude to RAB
Consultants, Trident, Cunningham Lindsey and BRE for
supporting the project. Using their reports, I was able
to identify what materials and products were needed to
make the properties flood-resilient, and then set about
my big ask: my remit for the project was to get all the
required materials and services for free.
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Our first property, Botcherby Community Centre in
Carlisle, was badly flooded during Storm Desmond in
December 2015. When I first visited it in July 2017, it
had been more or less restored except for the kitchen,
which was still a shell. We decided to use property
flood resilience products on all the doors, airbricks and
some low windows to the front. We carried out some
maintenance to the kitchen’s external brickwork too.
I was extremely grateful to Steelplan Kitchens for
agreeing to donate a complete kitchen to the project. A
team of specialist builders, RTC from Blackpool, came
to make the structure resilient before the kitchen’s
installation, and company owner Andrew Bradshaw let
me video the process for our YouTube channel, telling
me what he was doing and why. I had decided that,
instead of a lengthy written report we would record the
whole process, enabling homeowners and professionals
alike to access how-to videos (bit.ly/CFRSPvids). I also
produced an e-magazine, which detailed the journey we
took on both properties (bit.ly/CFRSPmag).
RTC used materials supplied free by Safeguard
Europe, which also allowed me to interview one of its
scientists. The community centre was buzzing with
activity that week, as all the companies kindly donating
products arrived together – Flood Technologies,
Lakeside Flood Solutions, the Flood Company, Flood
Smart Systems and JT Atkinson. Again, we recorded the
process and I interviewed all of them.
The community centre now has two sets of barriers
to the back and boiler-room doors; flood-resistant
windows to the front; and a normal-looking flood door
and side panel to the side of the property. The original
airbricks have been replaced with a self-closing variety
as well. RTC also applied Stormdry Masonry Protection
Cream to the external brickwork of the kitchen area
to waterproof it, helping provide some additional
resistance to future flooding and protect the brickwork
itself. The barrier to the front entrance will be fitted
once an extension has been completed. We will also be
helping the centre write an emergency plan to put into
action if it receives a flood warning.
Residential resilience
Before any installations began at the second property,
the residential premises Edenside Barn, we worked
with Aquobex and Oxford Brookes University to test
the materials that I’d sourced for free in a small testing
tank in Harwell. After a couple of tests, we decided to
use polyurea donated by Adler and Allan, spraying it
on internal walls to prevent water ingress.
Before application, we were visited by some DEFRA
officials. As a demonstration some polyurea was
sprayed on a purpose-built wall, and we then asked one
of our visitors to take a lump hammer to the structure.

The focus of the project was to
show how people can get back
into their home or business more
quickly after a flood

Surprisingly, this caused no damage to the treated side,
but the other side cracked – impressive stuff.
We used epoxy resin on the floor, kindly donated
by Delta Membranes, and this went up to overlap the
polyurea. A gypliner donated by British Gypsum was
then glued to the walls to support closed-cell insulation
from Kingspan, followed finally by Dragonboard.
All these materials tested well in the tank. We
replaced the wooden room dividers with gypframe,
again supplied by British Gypsum, and the same
materials were applied to that. We had a flood-resilient
kitchen shipped from Finland by a company called
Puustelli – and once it was installed, I suffered from
significant kitchen envy.
We finished the floors with porcelain tiles sold at
cost by CTD Tiles, which also provided the waterproof
adhesive free of charge. The property already had some
flood barriers and, as these offered higher protection
– up to 0.9m – than the newer flood doors – 0.6m –
Aquobex has refurbished them. The firm also supplied a
barrier to cover the heating matrix under the stairs.
Outside, quite a lot of the mortar had degraded, so
this was made good using Delta Costa repair mortar
supplied by Delta Membranes, and the walls were
sprayed with nanoShell, which is a water-resistant,
transparent breathable spray, also donated by Aquobex.
A more detailed description of the work can be found in
the electronic magazine.
The showcase was a huge learning curve for all
involved. It was only made possible by donations from
our major funders, with sponsorship from Axa, Flood
Re and Barclays. It was my hope that once finished,
Edenside Barn wouldn’t appear dissimilar to a
non-resilient home, showing that flood-resilient repair
needn’t look different or ugly. I wasn’t disappointed.
Mary Dhonau HonRICS is the founder of MDA Flood
Resilience Consultants marydhonau.co.uk @FloodMary
Related competencies include: Risk management
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Ivory ban

The end of an
insidious trade?
The Ivory Act 2018 is due to come into force later this year.
How will it affect the art and antiques market, and will it
achieve its aim of saving elephants in the wild?
Sarah Sayce

On 20 December the Ivory Act 2018 was passed, and the UK
government’s press release claimed this to be ‘one of the world’s
toughest bans on ivory sales’, marking its ‘global leadership’ in the
fight to save elephants as part of a long-term environmental
protection plan. While not imposing a total ban, the aim of the Act
is, according to the press release, ‘to end this insidious trade and
make sure ivory is never seen as a commodity for financial gain or
a status symbol’.
But those who have not been involved in tracking the progress of
the legislation may have several questions about the claim that the
ivory trade is, or was, ‘insidious’ when it is associated with so many
beautiful works of art, jewellery and furniture. The Act raises the
following key questions.
••What is the reason for eliminating the trade?
••What previous measures were in place, and why did they need to
be changed?
••What does the Act do?
••Will the Act succeed in eliminating the trade, given that it is not
a total ban?
Trading of worked ivory products has taken place for hundreds of
years: it has been intimately tied to the creation of many works of
art, fine furniture and musical instruments such as pianos, bagpipes
and violin bows. But growing demand in the 19th century led to the
wholesale slaughter of elephants across India and Africa to serve
not just European markets for worked products but also Chinese
and east Asian markets for medicines and tusks as collectors’ items
or trophies.
The Secretariat of the Convention on International Trade in
Endangered Species of Wild Fauna and Flora (CITES) estimates that
elephant numbers in Africa numbered around 10m at the beginning
of the 20th century, with the World Wildlife Fund estimating this
has fallen to around only 415,000 today (bit.ly/WWFelepop).
Although some of the drop can be attributed to unsustainable
development and associated loss of natural habitat, the key reason
has been the commercial exploitation of ivory.
34 Journal May/June 2019

Attempts to protect elephants and eliminate the sale of ivory are
not new. CITES introduced restrictions on commercial trading
activities in ivory in 1975 in the form of the convention itself,
which the UK ratified the following year. Under the convention,
international trade in new ivory from Asian elephants, with few
exceptions, was immediately banned, but African elephants were
not included until 1990.
However, the convention allowed for continued commercial
trading of older ivory, including both tusks and worked products.
Furthermore, CITES is a restriction on international rather than
domestic trade, although it allows for signatory countries or groups
such as the EU to adopt stricter measures to regulate the wildlife
trade. Up until the passing of the 2018 Act, the UK has
implemented EU regulations that go beyond CITES in terms of
trade between member states and restrictions on worked ivory.
Under extant law, which remains in operation until this Act
comes into force, trading of worked ivory items such as inlaid
furniture, jewellery and musical instruments made before 1947 is
allowed, but for items made after that date a commercial use
certification is required. The aim of these EU regulations has always
been to remove the incentive to poach, in the belief that trading in
antique ivory would not drive demand for new material or lead to
attempts to pass off modern ivory as antique. However, poaching
has still continued, and the overwhelming opinion of many
wildlife bodies has been that the regulations and the penalties have
been insufficient.
The recent view of the CITES Secretariat has been that the
continued decline in numbers of African elephants has put them in
imminent danger of extinction. Calls for an outright ban were put
forward by some groups as being the only way to stop the illicit
trade, and to strengthen penalties the better to ensure compliance.
However, there is a counterargument that trading, say, a
19th-century ivory bust or a baroque musical instrument is not
connected to modern poaching, as their value lies in their artistic,
musical and cultural merits, not their ivory content.

The ivory trade has led to
significant reductions in the
wild elephant population,
especially in Africa
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The aim of these EU regulations
has always been to remove the
incentive to poach
The 2018 Act seeks to reach an accommodation between these
opposing views by imposing a near-total ban, but with certain
exceptions as well as enhanced penalties. When the Act is brought
into force it will almost certainly lead to a significant reduction in
the ability to trade ivory. Specifically, commercial dealing – defined
as buying, selling or hiring items containing elephant ivory,
regardless of their age – is to be banned in the UK, as is its import
or export. However, the Act does not prohibit the continued
ownership of items made of or containing ivory, neither their
transfer by way of inheritance or donation to museums, for
example. What the Act will do to all intents and purposes is to take
away any commercial value from items containing ivory, with the
exception of those that fall into one of five classes listed below.
These exemptions are designed to allow continued commercial
use and transfer of items where, as defined in the explanatory notes
to the Act, it is believed that this ‘does not contribute directly or
indirectly to the ongoing poaching of elephants’. These exceptions
have been widely debated, with RICS and many members of the art
community making representations to government to seek workable
provisions. The evidence is that the views put forward have been
acknowledged and, to a large extent, accommodated.
As enacted, the key exemptions are:
1. ivory items pre-dating 1 January 1918 that are assessed by an
independent institution as being of outstandingly high artistic,
cultural or historical value
2. portrait miniatures produced before 1 January 1918 with a surface
area of no more than 320cm2, excluding their frame
3. items containing only a small proportion of ivory – the de
minimis exemption – comprising less than ten per cent ivory by
volume and produced before 3 March 1947
4. musical instruments produced before 1 January 1975 comprising
less than 20 per cent ivory by volume
5. dealings in ivory items to, and between, accredited museums.
The rationale for the exemptions is that they relate to objects
whose value lies not in the ivory content but their contribution to
the cultural life and heritage of the nation. Critically, however, it
depends on the ability to assess independently that the item is
genuine and meets the various age criteria. For this the Act requires
certification of items that fall under the prescribed exemptions, in
many cases via online registration. In an effort to ensure that the
Act is effective, it provides severe penalties for breaches or false
certification. These include powers to search, forfeit, and impose
an unlimited fine, up to five years’ imprisonment, or both. The
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government has made provision that it will in due course prescribe
which institutions have a membership appropriate to undertake
the work; for this, there may be a key role for expert art appraisers.
One other key provision of the Act is the power to extend its
remit, by way of statutory instrument, to include ivory from an
animal or species other than an elephant, and this is to be
welcomed given that ivory can be harvested from many other
species, including walruses, hippopotami and some whales, which
could become the focus of poachers’ attention in the event of the
elephant ban being effective.
Whether or not the Act will work, though, is yet to be seen.
Certainly it sends a powerful signal, but concerns continue to be
raised. One of these is that it is unnecessarily draconian in terms of
non-exempt items. For example, genuinely antique worked pieces
containing mainly ivory – such as necklaces and bangles – that
may give enormous pleasure but are not of outstanding value can
no longer be legitimately traded. The result is that they will be of
no economic value, with the fear that they may be destroyed and
lead to the loss of part of our social history.
But will such possible destruction actually help to save
elephants? Are these items part of the ‘insidious trade’? Or is the
loss of value just a risk inherent in the ownership of any asset?
Whether the loss in value that collectors and owners experience
for their ivory-containing items is acceptable collateral for the
chance of saving a species is a matter of personal judgement. As
in all markets there are winners and losers, but in this case the
government has taken the view that elephants should no longer
be the losers.
However, the more serious question remains: will it work? The
UK government is acknowledged as a leader, but bans on trade in
modern ivory are already in place both here and internationally;
these have not proved effective in stopping the poaching, so will
this Act? As long as there are significant returns for illegal activities
and limited effective enforcement on the ground, the outlook for
elephants remains bleak. The argument that trading in ivory-inlaid
furniture and antique instruments is not an incentive to kill wildlife
today is a strong one, but it is acknowledged that passing modern
ivory off as antique continues to be a risk. For the trade to stop is
beyond the power of any one country, so the work of CITES
remains crucial.
Ultimately, the ivory trade must be universally regarded as
unacceptable in modern society, while items of artistic and
historical importance should be allowed to continue to take their
place in the world’s heritage without risk of being destroyed. A
strong registration and enforcement system that both prevents
slaughter and ensures authenticity is critical to ensure that the Act
succeeds. The former will require enforcement in the elephants’
own habitat and policing of the trade worldwide. But ensuring
authenticity of the exemptions may mean that art market valuers
have an ever more important role to play.
Sarah Sayce FRICS is a part-time professor at the University of
Reading, a visiting professor at the Royal Agricultural University and
emeritus professor at Kingston University sarahlsayce@gmail.com
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From
placemaking
to changing
places
Ashford Borough Council is aiming to use real-estate
assets both to regenerate the area and create a sustainable
funding mechanism for its services. What can other local
authorities learn from its approach?
Claudia Conway

As councils across England lose their
government grant, can regeneration stay in
the picture when there are essential
services to run? Ashford Borough Council
in Kent thinks so: more than that, it sees
regeneration and development as a starting
point for funding its services and improving
the standard of living.
Council leader Gerry Clarkson says he
has aimed for an entrepreneurial approach
across the borough so it can become
self-funding and avoid the need for cuts
– indeed, aiming to increase the services it
can provide off the back of a successful local
economy. The council has taken advantage
of the government-granted ability to create
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arm’s-length commercial bodies, and
Clarkson believes councils should seize this
opportunity to succeed at regeneration.
Leadership is also crucial, for example in
recognising changing dynamics such as the
rise in online retail so that efforts can be
directed accordingly into making the local
high street more attractive to shoppers. The
council acts more like a business – except
that rather than shareholders, local
authorities have residents to whom they
owe a duty to provide essential services.
Ashford’s plans to ensure such service
provision depend on real estate.
The council took the unusual move of
purchasing a failing local shopping centre,

Park Mall – a 34-unit asset, almost a third
of which was untenanted. The aim was not
to create a direct profit-producer but rather
to drive improvement of the town centre as
a whole.
To support this, the council offered
independent operators up to a year of
rent-free occupation, after which it could
assess their profitability and begin to charge
a small rent; the council has no expectation
of taking large sums, but with the mall now
fully occupied this uplifts the atmosphere
of the town centre, where footfall rose by 27
per cent in the lead-up to Christmas 2018
compared to December 2017 (see Figure 1)
– surprising even the council.

Figure 1. Footfall in Ashford town centre
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Made in Ashford showcases local artists’
and artisans’ work in a Park Mall unit, and
owner Melissa Dawkins says the council
has supported her financially with refit and
tools, and enabled businesses to take
ownership of their high street while giving
them the back-up they need to succeed.
Clarkson stresses the importance of
dealing with small details that can make a
centre seem neglected – the council
demanded the replacement of an
unattractive signboard outside the historic
town-centre church and restored a
dilapidated bandstand in the high street
that now hosts musical performances. The
council also used its own design team to
produce cost-effective ‘Love Ashford’
branding that can be seen across Park Mall.
Graham Galpin, the council’s portfolio
holder for corporate property, explains that
many people in outlying villages in the
borough had believed that the town centre
was too empty to merit a shopping visit.
Events were therefore an important factor
in attracting people to see the change for
themselves. These included a partnership
with the City of London to bring the
outdoor exhibition Fields of Battle, Lands of
Peace to the town on the 100th anniversary
of the Armistice, and the Snow Dogs trail,
where 35 dog sculptures painted by artists
were displayed for several months to
encourage selfies on social media,
promoting a positive picture of Ashford.
Clarkson’s advice to other local
authorities is: ‘Have courage, be
entrepreneurial, be visionary; and you have
to use the assets you have in your location.’
This means being open to new ideas, as well
as using history and heritage – with the

Number of visitors in month
Dec. 2018

Nov. 2018

Dec. 2017

Dec. 2016

mild local climate around Ashford, for
example, a major wine producer is looking
at developing vineyards in the area.
Local authorities should reflect on where
they want to go and ‘take a calculated
chance’ with investment for development,
Clarkson recommends. For example, the
council has granted £2m to Ashford College,
to address the area’s loss of higher-skilled
people to other locations because of a lack
of opportunities for training. It therefore
made sense to improve and expand the
college and retain people and their skills in
the borough to foster a more sustainable
local economy.

The council took the unusual
move of purchasing a failing local
shopping centre

SOURCE: ASHFORD BOROUGH COUNCIL

Engaging with businesses is key, and for
Clarkson this meant asking the question:
‘How can we say “yes” to you?’ After
introducing minimum space standards for
houses and gardens to help encourage
families to stay in the area, the authority
knew this would be a bitter pill for
housebuilders of large developments to
swallow; in the Chilmington Green scheme,
for instance, this meant a drop from 7,000 to
5,750 units. So the council met developers
and stated that, while these standards were
non-negotiable, it would otherwise help them
as much as it could to build in the borough.
Again, Clarkson emphasises ‘We don’t act
like a council, we act like a business.’
Investments
The council purchased International House,
an office building adjacent to the station that
now brings in more than twice the previous
rent from the site. A nearby patch of
hard-to-develop contaminated land belonged
to the borough, but even offering the site to a
developer for just £1 was not sufficient to get
the project started, so the council guaranteed
to take two floors of the proposed new
development. As construction was
completed, it became apparent that the
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Top: Bringing entertainment and a hotel into the
centre of town in the council-funded Elwick
Place development should boost local retail and
the town’s profile as an attractive place to live
Above: A £2m investment by the council into
Ashford College is intended to help create and
keep skills in the area

developer would be able to let the floors
without the council taking them up, and
although the council had the option to
buy on completion, it decided to focus
its attention on housing. The developer
is now selling the property – the largest
speculative office build in Kent in two
decades – with the council receiving money
back for the value of the land on which it
initially granted permission.
Light industrial units are proving good
investments, with plenty of demand, as
are a number of retail and office assets.
Last year the council reported: ‘In 2016/17,
International House delivered a return on
investment of 12.6 per cent, Ellingham
Industrial Estate 12.3 per cent, Stanhope
shops nine per cent and Wilko 8.8 per cent.’
Buying and letting residential property,
though, is its main focus, and includes
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offering a property management service for
private-sector landlords. This helps it to
meet its legal housing duties and means
that more residents have a responsible
property manager, increasing the likelihood
of them remaining in the borough. The
council has also invested in buying larger
properties at auction and converting them
into accommodation for homeless people,
including the outdoor and storage spaces
that families require. This has proved a
more cost-effective and sustainable option
for housing than using hotels or B&Bs.
The expansion of a local lorry park – the
borough is around 35km from the port of
Dover – was made possible as well when
the council changed the land-use
designation around it so houses could be
built to help pay for the increased capacity.
And to create more of a night-time culture,
Ashford funded the construction of new
hotel and adjacent cinema at Elwick Place.
This connects to County Square mall with
a shared section of road designed to
encourage careful driving and a less
car-dominated feel in a town centre bound
by several large highways – a good example
of what Graham Galpin calls ‘not just
placemaking, but place-changing’.
Many fear that councils are biting off
more than they can chew by investing in
property (bit.ly/Latif18), although Ashford is
keeping its investments local to gain both
the financial and less tangible benefits of
ownership. With good links to London via
High Speed 1, a 38-minute journey from
St Pancras, it may be able to profit from
those priced out of the capital by creating
an economic and social offering that appeals
to this young demographic.
Clarkson believes that other authorities
can learn from Ashford’s example if they
look to their own strengths and
opportunities, focusing on the needs of
people and creating a sense of vibrancy in
town centres: ‘It’s about thinking of the
community and the heartbeat.’
Claudia Conway is editor of Property Journal
claudiaconway@rics.org
Related competencies include:
Masterplanning and urban design,
Planning and development management

Major council
investments
in Ashford
Stanhope Court
shops (2013)

£1m

International
House (2014)

£7.7m
Wilkinsons
(2015)

£3.4m
Park Mall (2015)

£823k
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Standards

‘With growing globalisation
comes the expectation of
common standards, in
managing health and safety
risks especially’
Anthony Taylor and Jeffrey Tribich

In November 2018, RICS published the
Surveying safely: health and safety for property
professionals second edition global guidance
note (rics.org/surveyingsafely).
It first published a document covering
the subject in 1991, having begun work on
this in April 1989 when it issued a
discussion document. It was an initiative
of the RICS Building Surveying Division, as
was, and grew out of surveyors’ need to be
aware of the risks they faced when visiting
properties. It was a simple and relatively
short list of matters, together with a brief
description of legal duties.
There was subsequently an entirely
redrafted version, followed by a number of
iterations in the early 2000s. These editions
covered the general requirements of the
Health and Safety at Work etc. Act 1974
and focused heavily on keeping safe
on site, gradually broadening their remit
with each successive publication.
Over the years the RICS Health and
Safety Advisory Group has consulted on
how best to promote health and safety to
the wide group of professionals in its
membership. Consultation with industry

groups revealed a wish and need to cover
more areas and to treat each in greater
depth, resulting in the publication of a
considerably expanded Surveying safely in
2011, the first edition that had guidance
note status.
With growing globalisation, there is
an increased expectation of common
standards, not least in respect of health
and safety risk management. Many
organisations, both national and
international, expect the highest level
of compliance across their real-estate
portfolios. In light of these global changes
and trends, RICS has published a new
edition; as the revised name makes clear, it
concentrates on principles. All references to
UK law have been removed, allowing it to be
published as a global guidance note in line
with RICS’ development as an international
professional institution. Thus, wherever
RICS has influence across the globe, health
and safety standards are steadily improved.
The new edition includes a chapter on
fire safety, although necessarily it cannot
deal with it at any length, and short
chapters of relevance to RICS professional

groups and residential property surveying.
The latter refers to the RICS Health and
safety for residential property managers first
edition guidance note, published in January
2016 (rics.org/resihealth). It also includes
some additional material; for example,
property visit procedures have been
tightened up and chapter 3, on risk, includes
a new diagram and an explanation of the
risk control hierarchy.
Member organisations expend much
money, time and effort on health and safety
training, but there is no agreed standardised
material for this. The RICS Health and
Safety Advisory Group has been working
with the training team to develop easily
accessible, high-quality training materials
that will ensure more consistent
information. The group is looking into
setting up accredited online health and
safety training courses and testing, with
the possibility of online examination to
pre-qualify APC candidates. All of these
will be based on the Surveying safely
guidance note.
Anthony Taylor is director, group health
safety at GVA, chair of RICS Health and
Safety Advisory Group and co-author of
RICS’ Surveying safely second edition
guidance note anthony.taylor@gva.co.uk
Jeffrey Tribich is lead health and safety
consultant at Malcolm Hollis, member of
RICS Health and Safety Advisory Group
and co-author of RICS’ Surveying safely
second edition guidance note
jeffrey.tribich@malcolmhollis.com
Related competencies include:
Health and safety
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‘Japanese knotweed is one
of many factors taken into
account in valuing property;
it can reduce both financial
and amenity value’
Vivien King
Consultant

If left uncontrolled, Japanese knotweed can
cause extensive damage to the built and
natural environments. The plant is listed
in Part II of Schedule 9 of the Wildlife and
Countryside Act 1981, and a person is guilty
of an offence if they plant or cause to grow
wild any species so listed. So although it
is not a crime to have the plant in your
grounds, it is if it grows uncontrolled or
enters neighbouring land.
The plant is classified as ‘controlled
waste’ under the Environmental Protection
Act 1990 as well, and can only be
transported and disposed of at a licensed
site by a licensed contractor.
There have been problems caused by
some mortgagees’ reluctance to lend on
affected properties, and reports have been
published on some lenders’ inability to
obtain insurance cover. The presence of
Japanese knotweed is one of the many
factors taken into consideration when
valuing property, and can cause loss in both
financial and amenity value.
If a landowner is, or ought to be, aware of
the presence of Japanese knotweed on their
land, and of the risk of damage and loss of
42 Journal May/June 2019

amenity to adjoining properties, it can give
rise to a civil claim of nuisance.
The recent Court of Appeal case Network
Rail Infrastructure v Williams and Anor
[2018] EWCA Civ 1514 dealt with how
damages are assessed. The plant had grown
on Network Rail’s land for some 50 years
or more. It had not caused actual physical
damage to neighbouring land but was in
danger of spreading onto it. When it came
within 7m of the borders of the land owned
by the company, the neighbours sought an
injunction against Network Rail requiring it
to abate the nuisance.
These neighbours claimed mortgagees
refused to lend on properties within 7m
of the plant or raised insurmountable
requirements in terms of insurance-backed
guarantees for remedial works, and thus the
value of their properties was reduced.
The recorder at the first instance refused
a mandatory injunction, but considered
damages in lieu. He awarded treatment
and insurance costs plus £10,000 to one
claimant and £10,500 to the other in
respect of residual diminution in the market
value of their respective properties.

However, the Court of Appeal said:
‘The purpose of the tort of nuisance is
not to protect the value of property as an
investment or a financial asset. Its purpose
is to protect the owner of land (or a person
entitled to exclusive possession) in their
use and enjoyment of the land as such[,] as
a facet of the right of ownership or right to
exclusive possession.’ Damages for nuisance
do not therefore extend to loss in the value
of property, but do extend to a claimant’s
loss of amenity value relating to the use and
enjoyment of their own land.
The court held the plant and its rhizomes
‘can fairly be described, in the sense of the
decided cases, as a “natural hazard”. They
affect the owner’s ability fully to use and
enjoy the land. They are a classic example
of an interference with the amenity value
of the land.’
The recorder had awarded damages in
respect of loss in value of the neighbouring
properties, rather than the loss of amenity
value, but the appeal court did not resubmit
the question of damages to the lower court,
feeling that ‘the cost of that exercise would
be out of all proportion to the amount
of damages in issue’. The decision of the
recorder was therefore upheld, but for
differing reasons.
So remember: letting Japanese knotweed
grow wild is a crime, and if it reaches or is
in danger of reaching neighbouring land and
affecting its amenity value, it could give rise
to a civil claim for damages.
Vivien King is a consultant to Malcolm Hollis
vivien.king@malcolmhollis.com
Related competencies include:
Inspection, Risk management
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Circular economy

Mapping
adaptation
priorities
The principles of the circular economy could not only help
to address affordability and resilience in Australian housing
but may have value elsewhere in the world as well
Prof. Sara Wilkinson, Prof. Alan Morris
and Caroline Porto Valente

A lack of affordable housing in Australia, and elsewhere, is affecting
greater numbers of people; coupled with this, climate change is
having an escalating impact as housing stock is poorly designed for
increasing temperatures. Concurrently, there is a growing
population of elderly people whose housing must accommodate
their specific health and social needs.
Existing housing requires adaptation to ensure it is resilient to
these issues; but the risks it faces can be acute and unpredictable,
having severe, immediate impacts, or chronic and ongoing ones
over the long term. This article explores how existing stock can be
prioritised for adaptation, addressing sustainability and resilience
issues, by applying the principles of the circular economy. While we
offer a case study from Sydney, Australia, similar approaches to
local resilience issues can be taken in other locations.
The circular economy has potential to change the way we design,
construct and manage our built environment. It aims to generate
economic, natural and social capital by supporting renewable energy,
ecosystems, healthy and cohesive societies. The question is how
this approach might be applied in respect to ageing populations,
housing affordability and sustainable housing adaptation.
44 Journal May/June 2019

A circular economy aims to minimise waste, maximise re-use
and recycling and move from an open-ended, linear model of
production and consumption to a circular one in which wastes are
seen as resources. Adapting housing stock attempts to keep
existing materials and assets in use in a profitable manner, and
can contribute to the emergence of a circular economy
(bit.ly/WilkRemoy). This could improve urban density, mixed uses
and intensification.
Resilience and adaptation
The 100 Resilient Cities programme, pioneered by the Rockefeller
Foundation, defines urban resilience as ‘the capacity of individuals,
communities, institutions, businesses, and systems within a city to
survive, adapt, and grow, no matter what kinds of chronic stresses
and acute shocks they experience’. Many studies on improving
urban resilience focus on street patterns, transportation networks
and lifeline infrastructure such as water, electricity, communication
and gas. But innovations in the residential sector made with the
aim of enhancing resilience could also address issues such as
affordability, ageing populations and climate change adaptation.

In Sydney, extreme weather is the most significant risk in terms
of resilience, with heatwaves having a major impact on mortality
and hospitalisation. In January 2018, a temperature of 47.3°C was
recorded in the outer suburbs (bit.ly/BOMClimate), so reducing the
excessive costs of extreme weather events is a priority. Many of
Sydney’s other high-impact stresses are associated with planning
and investment to support rapid growth and social changes in the
population. Housing affordability and household debt are major
chronic worries, while health infrastructure is the most vulnerable
asset as sickness rates and disability increase with age; increased
temperatures exacerbate these health concerns among the elderly.
A better match between housing design and people’s needs as
they age has not been a priority thus far, however. Many elderly
people live in large houses with two or more spare bedrooms, but
factors such as a lack of suitable, affordable housing, government
taxes on house sales and location hinder a move to more
appropriate dwellings. Besides personal considerations, limited
choices lead such residents to prefer to age in place, although this
can reduce the cost burden of care on government and encourage
independent, active living.
Accepting longer-term thinking for housing design and
adaptation, reflecting the uncertainty of future occupation and
housing demand, is imperative (bit.ly/ARQ05). Modifications to
make dwellings more accessible can prevent forced downsizing,
while decluttering, reorganisation, renovation and rearrangement of
bedroom and storage space for care assistance also help
(bit.ly/AhuriJudd14). One way of downsizing is to subdivide a
property to allow those living there to age in place and generate
income through affordable rents for the remaining space. Those
renting that space might then provide assistance for elderly
residents, such as cleaning, shopping, taking them out or sitting
with them, which can be thought of in terms of the circular
economy (bit.ly/HousingMS).
Snapshot of a suburb
The authors collected data on residential stock in the Sydney
suburb of Inner West as part of a three-year study started in 2018
to determine housing density, size and types. Population density is
high at 5,429 persons per square kilometre, of whom 12 per cent are
65 or older. Housing stock is 24.7 per cent owned outright, 28.4 per
cent mortgaged and 43.6 per cent rented; 64.5 per cent of dwellings
have two or three bedrooms. However, average household size is 2.4
persons, while lone person households accounted for 27.5 per cent
of total households in 2016. The percentage of households with
rental payments equal to or greater than the stress level of 30 per
cent of their income has increased since 2011, affecting 15.9 per
cent of Inner West’s population.
Healthcare and social assistance businesses employ 11.1 per cent
of the total working population locally, while 20.2 per cent of
residents provide unpaid assistance to persons with disabilities or
care for others; 14.2 per cent of the Inner West population live with
a disability in private dwellings, and 4.5 per cent need assistance for
basic activities. Fifty-six per cent of occupied housing stock has
spare bedrooms. Some of this could be subdivided and the spare

Existing housing requires
adaptation to ensure it is
resilient to these issues;
but the risks it faces can
be acute and unpredictable

rooms used to generate extra income, while local small healthcare
and social assistance businesses could expand to respond to this
demand, enabling people to work close to home.
Thematic maps prepared from the collected data or made by
Inner West Council identify areas that require action to address
affordability, increasing temperatures and ageing populations
(bit.ly/IWheatmap). In Inner West, it is possible to locate areas that
are most affected by high temperatures in heatwaves and those with
greater percentages of population vulnerable to extreme heat. The
northern parts of the suburb deserve special attention and can be
designated priority areas for action, as although the east is affected
by extreme heat the vulnerable populations there are small.
Analysing tenure type and dwelling structure can identify areas
with potential for building adaptation, including high proportions
of rented and medium-density dwellings (bit.ly/IWsocatlas).
Medium-density terraced housing could offer most potential for
subdivision as such properties tend to be narrow and deeper, while
back-lane access enables a separate entrance (bit.ly/YavariVale).
Areas in the east of Inner West offer the best opportunities, while
those in the west are good but possibly not quite so significant.
To manage the issues in Inner West so people can age in place
and be comfortable and secure in affordable houses, we need to
analyse whether and where planning legislation needs review, and
develop the technical capacity to adapt buildings. By adopting the
model of subdividing existing, underoccupied housing to provide
older people with home and care assistance in return for an
affordable rent, the principles of the circular economy can ensure
sustainable, resilient adaptation in Inner West and elsewhere.
Sara Wilkinson is professor of sustainable property, Alan Morris is
professor at the Institute for Public Policy and Governance and
Caroline Porto Valente is a PhD student at the School of Built
Environment at the University of Technology Sydney, Australia
sara.wilkinson@uts.edu.au alan.morris@uts.ed.au
caroline.portovalente@student.uts.edu.au
Related competencies include: Housing management and
policy, Housing strategy and provision, Smart cities and intelligent
buildings, Waste management
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The business models for charging
electric vehicles are still evolving as
the technology is adopted and
asset managers look for ways to
take advantage of charging through
energy savings or income streams
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Grid
unlock
A widespread charging infrastructure is needed to enable
the adoption of electric vehicles – and it means both
opportunities and challenges for service providers and
real-estate professionals
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Paul Stones and Alex Harrison

The electric vehicle revolution is happening:
the UK has pledged to end the sale of new
petrol and diesel cars and vans by 2040,
while 120m electric alternatives are forecast
to be on Chinese, European and North
American roads by 2030. These will require
around 40m charge points and $50bn of
capital investment.
All the same, price disparity, range
anxiety and a perceived lack of access
to charging stations still act as barriers to
uptake. There is also uncertainty as to
how much charging will be done at home,
at destinations or en route, given the
variable availability of residential off-street
parking, and this will also be affected by
the transition to autonomous and shared
vehicles. The optimal balance of slow, fast
and rapid charging and home, workplace,
retail, car park, on-street and dedicated
recharging stations is yet to emerge, and
is likely to change with time.
Business models for charging points will
vary, with providers combining different
revenue streams such as direct sale and
installation fees, subscription and user
charging, retail revenues while drivers
wait for their vehicle to charge, and

vehicle-to-grid power (bit.ly/DEv2g). There
are in addition vehicle-to-business or
vehicle-to-consumer electricity off-take
revenues. Such vehicle-to-grid power
represents the return of energy stored in
batteries to the grid – the owner would
benefit from off-peak or low-tariff charging
and exporting the power back to the grid at
peak times, pocketing the margin. Project
risks including demand, obsolescence, grid
connection cost, changes in legislation,
effective data protection and intellectual
property infringement, all of which will
need to be managed.
Direct sale and installation models
involve partnerships with local authorities,
retailers, hotel chains, corporate landlords,
property developers or the automotive
industry. Charging may be offered free to
support the host’s sustainability agenda,
or as a loss-leader to attract footfall and
increase the time spent in a shop. User
charging models can be built around fast
charging in shopping centres or car parks,
where cars will be parked for longer.
For motorway service and petrol stations,
rapid charging may become common. At the
top end of the market, eight minutes of

ultra-fast 350kW charging offer sufficient
power for 200km of travel. Such rapid
and ultra-fast charging can be viable on
the basis of charging the user a fee, or
may be compatible with retail revenue
opportunities. A key consideration here
is how far the grid connection can be
futureproofed to enable upgrade to faster
charging later in a project’s life.
The sale of vehicle-to-grid power offers
huge potential for additional revenue for
providers, but bi-directional flow through
an electric vehicle’s battery may degrade
its performance and lifespan; it remains to
be seen whether how this can be mitigated.
Vehicle-to-business power will become
a viable option in car parks, with parked
vehicle energy being used to take an airport,
train station or a local corporate off grid at
peak times. Vehicle-to-consumer
opportunities could offer an integrated
solar, battery and electric vehicle energy
management package for householders.
The transition must be backed by clean
generation: there is little point in moving
pollution back up the supply chain. As such
vehicles are expected to create an extra
13GW of demand in the UK by 2050 –
20 per cent above today’s peak – the effect
on the grid will need to be addressed.
One other option already unveiled this
year (bit.ly/HydroCellTel) is charging from
an off-grid hydrogen fuel cell. Effectively a
portable unit, this could support rural
charging where a grid connection is not
practical; but it does depend on hydrogen
production, which is still prohibitively
expensive in large volumes. Fuel cells
themselves can act as alternative power
units, emitting only pure water, but there
are still only a handful of hydrogen supply
stations for domestic vehicles.
While charging infrastructure will emerge
as a new stand-alone asset class, success
will come in different forms, with distinct
approaches to residential, workplace,
commercial, fleet, service station and
on-street charging.
Paul Stones is associate, real estate, and Alex
Harrison is partner, infrastructure, energy
resources and projects, at Hogan Lovells
paul.stones@hoganlovells.com
alex.harrison@hoganlovells.com
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‘It is two decades since case
law confirmed courts can
order specific performance
of a tenant’s repairing
obligations’
Emma Humphreys
Partner, Charles Russell Speechlys LLP

Rather unusually, two recent dilapidations
cases have invited the court to give force
to lease-repairing obligations during the
term of the tenancy. Despite their unusual
circumstances, they give a good indication
of how the courts are likely to approach
such disputes.
It is two decades since the decision in
Rainbow Estates Ltd v Tokenhold Ltd [1999]
Ch 64 confirmed that the court can order
specific performance of a tenant’s repairing
obligations. However, the circumstances
need to be appropriate to justify such an
order; the situation in Rainbow Estates was
rather unusual since the lease in that case
contained no Jervis v Harris clause – which
would enable the landlord to serve a repairs
notice, carry out the works if the tenant
does not and recover the cost as a debt –
neither did it contain any right of forfeiture.
Zinc Cobham 1 Ltd & Ors v Adda Hotels &
Ors [2018] EWHC 1025 (Ch) gave the High
Court a chance to look again at the extent
to which it is prepared to enforce this type
of positive covenant. Zinc had acquired the
freehold of a number of hotels occupied by
tenants under the Hilton Hotels brand. The
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leases were designed to maintain the brand
and included a series of covenants to clean,
decorate or otherwise maintain the hotels
in accordance with the ‘operating standards’,
that is, the brand standards issued by the
Hilton Group.
Zinc identified certain breaches of these
covenants and served schedules requiring
the tenants to undertake work to remedy
them. After serving the schedules, the
company issued proceedings for specific
performance of the obligations, damages
for breach, or both.
It claimed that the condition of the hotels
had reduced the value of its interest but
said it would be very difficult to quantify
the loss arising from the breaches. It
therefore sought an injunction for specific
performance on the basis that damages
would be inadequate compensation.
The cost of carrying out the works was
estimated to be more than £100m.
The High Court decided that Zinc’s claim
for specific performance should be struck
out, and that its remedy should be limited
to damages. The court felt it would be
inequitable to require a tenant to carry out

works at a cost that was substantially higher
than any loss suffered by the landlord.
It pointed out that an order for specific
performance would also require constant
supervision to monitor compliance with the
operating standards.
In the court’s view, Zinc did not have
a legitimate interest in enforcing the
obligations and was only concerned with
financial compensation. However, damages
seem likely to be limited given that the
breaches are not expected to affect rental
levels as a consequence of the terms of the
rent review provisions.
In Office Depot International (UK) Limited
v UBC Asset Management (UK) Limited & Ors
[2018] EWHC 1494 (TCC), meanwhile, the
tenant had covenanted to keep the premises
in ‘good and substantial repair’. Given that
there was a leaking roof, the tenant sought
a court declaration as to the extent of
works it was required to undertake in order
to address the issue, having the benefit
of certain contractors’ warranties that it
wanted to enforce.
Although there is a wide jurisdiction to
grant declaratory relief, the court rejected
the tenant’s application in this case. It
pointed out that there was no proper
dispute between the landlord and tenant
here, and the case therefore lacked the
benefit of the adversarial trial process.
The court also disliked the lack of a
positive proposal from the tenant with
regard to the necessary works, and was
not prepared to carry out the inquisitorial
process it had sought.
Furthermore, the court pointed out
that it is not open to the tenant to require
the landlord to identify or agree any
particular scheme of works in order to
satisfy the tenant’s repairing covenant; it
is for the tenant to decide on the works
that are required in order to meet its
repairing obligations. Again, the court was
not prepared to supervise the tenant in
performing its contract.
Emma Humphreys is a partner in the property
litigation team at Charles Russell Speechlys
LLP emma.humphreys@crsblaw.com
Related competencies include: Landlord
and tenant, Legal/regulatory compliance
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Losing
your
deposit
Deposit-free schemes for
tenants may be useful, but
questions need to be asked
about the way they are sold
Eddie Hooker
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Deposit-replacement products – are they
good or bad for landlords and tenants?
In writing this article, I am nervous
of falling on either side of the fence, for
several reasons. First, I am the CEO of
mydeposits, one of the tenancy deposit
protection schemes authorised by the
government. Second, I am not a letting
agent, so I have limited knowledge of the
financial pressures of letting properties
quickly and painlessly. Finally, I am not
a prospective tenant struggling to afford
the costs of renting a property.
What I am, however, is a relatively
educated businessman who has worked
for 30-odd years in insurance, tenancy
deposits and consumer complaints. I would
like to think that my credentials allow me
to express a fair opinion on the trend that
has been dubbed deposit-free renting. For
me, the reality is simple: this should be
good for all parties.
For instance, deposit-free renting can
enable tenants to enter into a letting
agreement without having to find the
upfront cost of a deposit; the physical
deposit is replaced with a guarantee that
ensures that the landlord will not lose out
financially if the terms of the tenancy are
proven to have been breached. Decisions
about whether the landlord’s claim is valid
or not should follow established processes
of traditional deposit-protection schemes.
The landlord can in turn widen their
marketing to a broader range of tenants,
financially speaking, which could help let

the property quicker. At the end of and
presumably during the tenancy, the landlord
can also make a claim from the deposit
guarantor if something should go wrong and
the tenant can’t or won’t pay. Meanwhile,
the letting agent can also benefit from the
property being let quicker, thus increasing
revenue, and also earn a referral fee or
commission for each deposit-replacement
product they sell.
But there is the other side of the coin to
consider. The forthcoming ban on charging
fees to tenants clearly states that, in order
for these products to circumvent that ban,
the tenant must be provided with a choice
as to whether to pay a traditional deposit or
purchase a guarantee or policy. There is an
assumption that the tenant will have made
their decision and adequately researched
the deposit-replacement market before
entering into a tenancy, and that they
know how each of these products works.
This sounds positive, and the owners
of these schemes will willingly go on the
record to say their agents also understand
exactly what they are selling. Bear in mind,
however, that there are already three
different deposit-free models on the market
– insured, guarantee and warranty – and
this is without individual agents promoting
their own non-insured guarantees. In
reality, the tenant is going to ask the agent
how it works, or the agent is likely to offer
a single product model, so the onus is on
them to explain the workings and ensure
the tenant makes an informed purchase.

There is an assumption that the tenant
will have made their decision and
researched the deposit-replacement
market adequately before entering
into a tenancy

In most cases, though, the agent is
actively selling the benefits of having no
deposit against paying one. Add in the
financial incentive provided to the agent,
or in most cases the individual property
manager, and the whole context of the sale
changes. Will the right questions be asked
and answered?
These include questions such as: is the
product suitable for the tenant, taking into
account their financial circumstances? Have
the benefits and exclusions of the guarantee
been fully explained to them – specifically
that they will remain responsible for
damages and unpaid bills at the end of the
tenancy? Are these unsuspecting tenants
told that they are not actually purchasing an
insurance policy that covers them, rather
that they are paying for a product that
simply allows them to rent a property
without paying a traditional deposit? Do
they know that everything else is down to
them, and that if they fail to pay what is
owed then their credit score can be affected
and they won’t be able to purchase such a
product again, or worse still that they may
have trouble gaining credit in the future?
Will landlords lose out?
It is not just the tenant who needs to be
aware of the small print, because the letting
agent has to explain everything to the
landlord as well. On the face of it, these
products sound great for landlords: if the
tenant can’t or won’t pay damages or rent
then don’t worry, the guarantor will stump
up for the losses at the end of the tenancy
and chase the tenant thereafter.
However, has the landlord been advised
that they will have to make a formal claim
for even the smallest of deductions if the
tenant won’t pay for it at the end? It won’t
be long before the tenant cottons on to
this and just refuses to settle up, leaving
the landlord to foot the bill for the loss
themselves until their claim is paid.
I am not worried about the flexibility
and adaptability of these products –
insurance or guarantees work very well
when sold correctly, which is why the
Financial Conduct Authority (FCA) asks
sellers of insurance and guarantees to meet
very high standards. Rather, my concerns
lie at the doors of letting agents and the
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way they promote and sell these products
to unassuming tenants who just want to
move into their dream home.
The providers may be FCA-regulated
– although many are not – and following
the rules, but are their appointed
representatives, that is their letting agents,
subject to the same stringency? Are the
agents required to undertake the same
training and compliance checks that
insurers and brokers do? In a lot of cases,
I doubt it. Many of us remember the
mortgage guarantee and guaranteed rent
scandals of the 1990s and mid-2000s,
where estate and letting agents fell foul of
financial regulations by mis-selling such
products. We must be careful to prevent
a recurrence of such scandals.
In addition, if a tenant cannot afford a
deposit and the agent offers them the
choice of not renting the property or
purchasing the agent’s chosen replacement
scheme at a higher cost than they could
purchase another elsewhere, would that
agent be in breach of the fee ban? And what
about product renewal fees? Such scenarios
need challenging.
In my ideal world, letting agents would
not get involved in selling these products.
Instead, the tenant would arrive at the
agent and say they either have the deposit
amount, or they have conducted
independent research and purchased a
deposit-replacement product. In this
scenario, the tenant has the choice over
which product to purchase, and the
provider of the product, who is fully
FCA-compliant, does the selling, explaining
clearly both the benefits and pitfalls directly
to the tenant. The product provider is
therefore responsible rather than the letting
agent. Unfortunately, too many of these
new providers are marketing these products
as a means of revenue replacement for their
agents, who may face shortages in their
finances when the Tenant Fees Act 2019
comes into play later this year.
Providing property protection
To return to the original question – are
these products good or bad for the property
market? When sold correctly, they will
definitely open renting up to more
individuals and families who could not
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Will there be background checks on
the tenant to see whether they have
used and abused one of these
products before?

hitherto access a decent home. That must
be a good thing. The key words, however,
are ‘when sold correctly’; agents should be
conscious that pushing particular products
could be challenged by the FCA, which is
very keen to promote choice and fairness.
Questions will be asked: is one brand of
product better than another? If the tenant
has already sourced a product that provides
the same benefit as the one the agent is
promoting, should that tenant be excluded
from using it? Should a traditional deposit
be promoted when the cost of the
replacement product is clearly
disadvantageous to the tenant, especially
in short-term lets? What if the tenant is
evidently in financially challenging
circumstances? Will there be background
checks on the tenant to see whether they
have used and abused one of these products
before? Should an agent be allowed to
promote the option of returning the
landlord’s security to the tenant and
replacing it with one of these products?
All of this needs more debate.
As a provider of traditional tenancy
deposit protection, I am confident that this
will continue to be the preferred method
of surety. There are some 4.5m deposits
taken by landlords and agents in protected
schemes, of which more than 40 per cent
are taken by landlords directly. As deposit
replacement products are not currently
designed for them, this represents a whole
new set of challenges.
I therefore believe that taking a
customary deposit has more benefits for
both parties than these new products can
ever provide. With a traditional deposit,
the landlord has an amount of cash that is
easily accessible should things go wrong

and the property needs to be prepared for
the next let. The tenant is interested insofar
as, if they keep to the terms of the tenancy
agreement, they will get their deposit back.
Meanwhile, the agent continues to act for
both parties in a fair and transparent way,
free from regulatory hassle and threat.
For those individuals who maintain that
deposits are the one barrier to entry for
many tenants due to their cost, here is an
interesting statistic: across all tenancy
deposit protection schemes, the average
deduction made from a deposit is less than
the equivalent of one week’s rent. So why
do landlords feel the need to take between
four and six weeks’ worth as a deposit?
Clearly the government also felt that
deposits are too large and is soon to cap
them at five weeks as part of the 2019 Act.
Interestingly, a week’s rent is the same
amount as the fee to purchase one of these
deposit replacement products. Is one
solution, for the landlord, to take a lower
refundable deposit and then purchase a rent
guarantee and legal expenses product to
protect against rent not paid by the tenant?
The tenant benefits in terms of cost and
has an interest in fulfilling the terms of the
agreement, while landlords and agents have
control over the deduction process with
a rent guarantee product that will offset
unpaid rent and dilapidations and is already
proven in the marketplace.
Food for thought.
Eddie Hooker is CEO of Hamilton Fraser
and mydeposits
eddie.hooker@hamiltonfraser.co.uk
Related competencies include: Leasing
and letting, Legal/regulatory compliance
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Our
flexible
future
As flexible workspaces continue to grow in popularity,

joint venture agreements with operators are one option
for landlords wanting to enter the market
Will Kinnear

The rapid expansion of the flexible workspace sector is a global
phenomenon. The market has experienced exceptional double-digit
growth in the UK, and some estimates suggest it will expand by as
much as 30 per cent annually in Europe for the next five years.
Central London alone saw 230,000m2 leased to flexible workspace
operators in 2017 – a rise of 190 per cent on the previous year,
putting it ahead of New York. The number of flexible office centres
across the UK also increased by some ten per cent to more than
5,300 in 2017, and this pace of growth continued last year.
Large blue-chip businesses and smaller entrants are alike
attracted by the sector because it reflects the changing realities
of modern business and the need for cost-efficient flexibility
and scaleability. Given both the increasing demand for flexible
workspace and the robust returns it now offers, property owners
have increasingly been looking to enter what is probably the
most dynamic area of the commercial office market. There are
various options available, with the owner’s appetite for risk
nd target returns determining which is the most appropriate.
An understanding of each route into the market will be key to
a property owner’s success in capitalising on its fast growth.
The phenomenal growth of the flexible office market in recent
years has led to the realisation among many property owners that
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space as a service is now a mainstream concept. A recent report by
CBRE (bit.ly/LLFlex18) revealed that 92 per cent of UK office owners
believe the flexible workspace sector is on the brink of becoming
mainstream, and more than three-quarters of them are considering
using flexible office workspace in their portfolios.
What property owners recognise is that flexible workspace is one
of the best ways to attract tenants to their buildings and incubate
them for future growth. Also, they realise that if they can keep their
offer in step with the evolving needs of corporate clients then they
will keep their tenants in place for longer. One way they are
addressing this is the use of multipurpose products mixing flexible
workspace, traditional leases and managed office space to provide a
variety of income streams and rents in one portfolio.
To some extent, this evolution of space as a service is a result of
generational change and the resultant shift in expectations. In less
than ten years millennials will make up three-quarters of the global
workforce, according to Deloitte, while for some time more
attention has been paid to well-being and mental health in the
workplace. The demand for collaborative and communal workspaces
and on-site amenities such as gyms and cafes will therefore only
increase. These services can be provided profitably and increase
tenant loyalty through helping to attract the best talent, meaning

Property owners have
increasingly been looking to
enter what is probably the most
dynamic area of the commercial
office market

that flexible workspaces can generate income that might be well in
excess of a property’s estimated rental value (ERV).
Capital Economics forecasts the UK flexible workspace market
could be worth at least £62bn, and possibly as much as £126bn,
by 2025 (bit.ly/CapEc16). RICS is working on an advisory white
paper for surveyors that is expected to be published this year.
The presumption is that this paper will broadly follow a formula
that takes into account the unique nature of flexible workspaces’
income streams. If a valuation formula for the sector is agreed by
the market, this will also attract a wider range of property owners
and investment funds, further accelerating the sector’s growth.
Probably the most straightforward way for property owners to
enter this dynamic market is by signing a traditional lease with a
flexible workspace operator. With such space now acknowledged
as an integral part of the office market, many property owners are
happy to include this in their portfolio. But while this will mean the
workspace will be professionally run, the property owner takes no
share of the profits generated by the operator and has no control
over the occupants, who contract with the operator directly.
The second option is for property owners to create their own
operation, such as British Land’s establishment of Storey, the
Crown Estate’s recent announcement of its first flexible and
co-working office in London’s West End, and Landsec’s recent
launch of the brand Myo, among others. This means the operators
take on all the risk in a dynamic and sophisticated market, but also
benefit from retaining all profits, having complete control over the
space and, it is hoped, the loyalty of their tenants.
A third option that some property owners have already taken is
to invest in an existing operator, such as Blackstone’s acquisition
of a majority stake in the Office Group, valuing the operation at
£500m, or real-estate investment trust RDI’s controlling stake in
Office Space in Town’s portfolio in London. Most recently, Asian
family office Celvam Management acquired London Executive
Offices for £475m. Brockton and the Carlyle Group have also
opted to buy in knowledge and a sound existing business.
An increasingly popular trend is for property owners to enter
into joint venture management agreements with operators. These
can be best described as the outsourcing by a property owner to an
operator of the sales, marketing and all revenue generation of an

asset as flexible workspace under the terms of a service agreement.
These agreements are quickly becoming a favoured route for
commercial property owners as they can provide returns in excess
of ERV. Property owners also rightly see such agreements as lower
in risk than directly investing in a flexible workspace operator or
running their own operation.
Management agreements by definition are not property
transactions, they are a service agreement between two parties,
and this needs to be understood from the outset. If not, there can
be issues with valuation, lending criteria and legal points on the
agreement. If a property owner chooses to enter a joint venture
management with a flexible workspace operator there are a number
of factors they should both consider. These are best described as
the five Rs: revenue, returns, responsibilities, rewards and realism.
Consideration should be given to the kind of revenue streams
the joint venture is targeting and the likelihood these will be met.
Property owners and flexible workspace operators should both be
clear from the start of their relationship what their partner’s
income expectations are, as well as their own.
The prioritisation of returns between the parties will need to be
established as part of the agreement as well. There are operational
and property costs to consider in addition to the rewards – in other
words, the profit distribution – the details of which will depend on
a multitude of factors including the share of costs and risks that
each party is assuming and income from additional services that
may be provided. All this will be set out in detail in the agreement.
The joint venture management agreement should also clearly
define the roles and responsibilities of both parties. The flexible
workspace operator should take responsibility for the sales,
marketing, staffing and the overall day-to-day management and
contact with occupiers. The property owner is likely to have
responsibility for the initial capital expenditure and the working
capital. A clear understanding of the roles and responsibilities that
each party to the joint venture management agreement has will
ensure the relationship between the owner and operator gets off
to a good start, and that the best possible returns are secured.
Last, it is important that property owners are realistic about their
revenue expectations and the time frame over which they should be
achieved. Realistic expectations will be crucial in getting flexible
workspace operators to embrace the joint venture route, but just
as importantly will save potential disappointment later on.
The successful property owners of the future will be those who
understand that space is now a service. In seeking to capitalise on
this they will need to consider their approach to flexible workspace
carefully. For many of the larger property owners such as British
Land or Landsec and investment funds such as Legal & General,
launching a flexible offer may make sense. But partnering with a
flexible workspace operator, ideally through a joint venture
management agreement, probably offers the best model to ensure
most property owners secure the robust returns they are seeking.
Will Kinnear is a director at GKRE will@gkre.co.uk
Related competencies include: Workspace strategy
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Water

A drain on
your resources
Establishing the difference between a watercourse or a
public sewer is key to knowing who is responsible for it

David Strang

Watercourses come in all shapes and sizes, but they all place
responsibilities on owners. Whole books have been written about
these responsibilities, and the Environment Agency (EA) has also
published a useful introduction to the topic (bit.ly/watercourses).
Public sewers, on the other hand, are owned by the country’s water
and sewerage companies. As owners, they have a range of statutory
responsibilities for the upkeep and maintenance of the network, as
well as powers to carry out these responsibilities.
However, the problem is that it is not always possible to
distinguish immediately between watercourses and public sewers,
particularly where the channel in question has been culverted and
flows through a concrete or brick-built structure. One might expect
that maps would indicate who has responsibility for which assets.
Yet this is not uniformly the case. The EA does maintain a record
of main rivers and water and sewerage companies maintain a public
sewer map, but many watercourses appear on neither.
Furthermore, the sewer map that water and sewerage companies
are required by law to maintain is not a definitive indication of
ownership, and it is not uncommon for errors to occur. Not all
public sewers are mapped and not everything mapped as a public
sewer will turn out to be a sewer as a matter of law – what is
mapped as a public sewer can sometimes be a watercourse. Where
that happens, it will be owned by the relevant landowner, who is
sometimes referred to as the riparian owner.
The wrong categorisation of assets can be devastating for
homeowners. They will most likely have carried out a water and
drainage search as part of the conveyancing process, and one of the
questions in the search seeks to establish whether there are public
sewers on the property. It can be that, years after purchase, what
was thought to be a sewer running under or near the property turns
out to be a watercourse, and the unsuspecting homeowner is then
faced with the responsibilities of the riparian owner. This can be
particularly unwelcome if repairs are needed.
Some years ago, trade body Water UK realised that there was
no common understanding of how water and sewerage companies
should respond when they discover that an asset identified on
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The wrong categorisation of
assets can be devastating

the sewer map as a sewer may actually be a watercourse. Leaving
the asset mapped as a sewer is not an option, because water and
sewerage companies have no legal powers to maintain watercourses;
neither do they have the right to spend customers’ money on this.
A new protocol sets out how to approach potential
misclassifications to help avoid disputes going to court
(bit.ly/waterukprotocol). It sets out the background to this issue
and explains what type of evidence will be needed in individual
cases. It also notes that water companies are willing to investigate
whether it is feasible for any reclassification to coincide with a
change in property ownership, thus avoiding the existing property
owners suddenly finding themselves responsible for a watercourse.
This can be difficult to achieve where, for example, a number of
properties are involved or if it would lead to significant delay.
Proving ownership of an asset can be lengthy and onerous,
and another problem is that property owners may find it hard
to assemble the necessary evidence to challenge a potential
reclassification. Water companies have agreed that, where possible,
they will help the property owner to establish the facts.
Water and sewerage companies agreed to follow the protocol as
of February this year, and will be monitoring its effectiveness.
David Strang is senior legal and policy adviser at Water UK
dstrang@water.org.uk
Related competencies include: Legal/regulatory compliance
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Commercial property

Vacant premises

Make
sure it’s
protected
Owners and managing agents of unoccupied commercial
property should check they have the proper insurance cover
James King

Commercial property is worth £883bn and
accounts for ten per cent of the UK’s net
wealth. Yet it is estimated that in London
alone, 24,400 commercial units are
currently empty, and 45 per cent of these
have been vacant for more than two years.
Every commercial unit will have a
different risk profile requiring nuanced
insurance cover. But standard insurers are
not always keen on covering unoccupied
properties because of the increased risks
– for example, a small water leak left
unchecked for any length of time can
become a major issue. There is also an
increased risk of attracting vandals,
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arsonists and squatters, while precious
materials in the building fabric can appeal
to thieves. Subsequent losses, and thus
claims, can be significant. In this situation,
a general insurer will look at each property
to determine whether it can continue to
offer cover, or whether the property should
be insured with a specialist provider.
There are two considerations in vacant
property: length of time and degree of
vacancy. While there is no industry
standard, insurers tend to regard 30 days as
the period after which a property will be
deemed unoccupied. At this point, cover
may be restricted, standard policy

unoccupancy conditions will be applied, or
excesses may increase. A situation often
overlooked, however, is when a property is
only partially unoccupied. People tend to
think in terms of a sole tenant occupying a
building, and when that tenant leaves or
ceases to trade then the property is thought
entirely empty. A multi-tenured building
such as a shopping mall, however, may
include a number of unoccupied units, and
in this instance the property would be
subject to the same policy conditions that
apply to unoccupancy.
It’s important, therefore, that all parties
know how far a property is occupied or

unoccupied to ensure the required cover
remains in force, and that any policy
subjectivities or conditions are being met.
There is an ongoing duty for policyholders
to disclose any and all circumstances that
may affect their cover. Maintaining a
dialogue with your broker is therefore
essential, especially when occupancy levels
alter during the term of the policy, to make
certain that insurers are kept informed of
the building’s occupancy status.
Policyholders need not automatically
switch insurance policies once their
commercial premises have become vacant.
They or their brokers must notify their
insurers, though, to determine whether
the latter will continue to provide cover
while properties remain unoccupied.
Say a company vacates a unit in an office
block; a new tenant is scheduled to sign a
five-year lease but not for another three
months. In that event, the insurers will
typically maintain the same cover for the
empty three months, subject to policy
terms and conditions, and simply note
the new occupier when it arrives.
The alternative would be for the insurer
to cancel the policy, force the insured party
to put a new three-month policy in place,
then replace this once the building becomes
occupied. This is clearly onerous, unhelpful
and complicated, especially if financiers are
involved, so it is likely that the existing
insurer would maintain at least some level
of cover, if not for all risks. However, when
it’s known that a building will be wholly
unoccupied for some time, it’s more likely
that a specialist policy will be needed.
With unoccupied properties, general
insurers do not want to be exposed to
multiple attritional losses, and will instead
look to cover the asset in the main. If there
is then a total loss – a warehouse is razed
to the ground, for instance – an insurer
would rebuild it. For this reason, it’s quite
common with a long-term unoccupied
property for insurers to restrict coverage to
fire, lightning, explosion and aircraft (FLEA)
cover. Accordingly, insurers might wish to
remove accidental damage cover, although
damage from flood, riots, civil commotion,
earthquake and storm could be included
alongside FLEA cover as these could occur
whether the property is occupied or not.

Some insurers’ policies call for extra
measures to be met in the case of partially
unoccupied property; others have
conditions that only apply when the
property becomes entirely unoccupied.
Insurance brokers can evaluate the
likelihood of any part of the premises
becoming unoccupied, and if so, for how
long, and can also assess whether FLEA
cover or something more comprehensive
is needed. They can likewise review the
precautions the property owner has put
in place and what policy conditions and
subjectivities are to be expected.
It may be that the insured party does not
wish to pay for extra cover or adhere to
further subjectivities to obtain it. Instead,
it may decide it is happy to cover for
FLEA risks only during the period of
unoccupancy. If wider cover is required
then policyholders should expect the
premiums, excesses, conditions and
subjectivities to increase in line with
the additional cover being requested.
In terms of disclosure, the sort of
additional information insurers may
require in relation to unoccupied
properties includes the following:

••Is the unoccupied premises being
inspected? If so, how often?
••Are the central services drained and
turned off?
••Is a fire or security alarm in operation,
or both? If so, what type, and how is this
monitored? Is there CCTV?
••Is there a security firm patrolling? Are all
of the buildings secured and boarded up?
Of course, the insured party might be
taking precautions beyond those in the
policy’s conditions that could prove
favourable to the terms being provided by
the insurer. For instance, there might be a
neighbourhood watch scheme in place or
flood defences, or the property may be in a
securely fenced and gated development that
is difficult to access without permission.
Apprising the broker and insurer of all such
circumstances might enable better pricing
or more favourable cover.
James King is senior executive at Clear
Insurance james.king@thecleargroup.com
Related competencies include:
Asset management, Insurance,
Property management

Ten tips for unoccupied property
1. Check what your policy says with regard to covering wholly and partially
unoccupied premises.
2. Check the policy for the definition of ‘unoccupied’.
3. If your policy stipulates you must have a security firm patrolling your premises,
ensure its contract runs concurrently with that policy.
4. If you change insurers from one year to the next – or even when you renew your
existing policy – always check that no subjectivities or conditions have been added
to your cover.
5. Secure the property. If it is going to be vacant for any length of time, get the
windows boarded up.
6. Seal the letterbox to prevent would-be arsonists putting lit rags through it.
7. Turn off all services – a small water leak can become a large event if unchecked.
8. Ensure anything in and around the property that can be used, taken or cause
injury is cleared away.
9. Visiting the property on a regular basis is usually a policy prerequisite. If you do
not have CCTV, consider taking a photograph with a date stamp on each visit. If
you have a security firm or concierge, then proof of a daily visit will be even better.
10. Ensure the relevant people are kept informed of all circumstances and policy
details, including managing agents, the property owner holding the insurance
contract, and the broker.
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Assessment

Good
conduct
What do assessment candidates need to know about the
competency Ethics, Rules of Conduct and professionalism?

Susan Hanley

Ethics, Rules of Conduct and
professionalism is the only mandatory
Level 3 competency for all RICS
assessments, including the APC, so it is
imperative that all candidates have a
detailed understanding of what is required.
Ultimately, the aim is to assess whether
you are a safe pair of hands and will foster
trust in the profession.

interview structure section of the APC
Candidate guide as the ‘Chairperson’s area
of questioning on professional and technical
matters, CPD, Rules of Conduct and
mandatory competencies’. In their
questioning, the chair may ask candidates
to put themselves in a hypothetical position
and to consider how they would react or
respond to different scenarios.

Assessment method
Candidates have to complete the ethics
module in the portal of the Assessment
Resource Centre in the 12 months before
final assessment, and can record the time
spent doing so as part of their CPD.
The final assessment process itself starts
with the assessor reviewing the candidate’s
summary of experience. Before submitting
this, candidates should have ensured that it
complies with RICS documentation, and
that content is tested and approved by a
counsellor or supervisor. A guide to what
the summary of experience should contain
is given in Table 1.

What you need to know
Candidates must know the RICS’ five ethical
standards, which are:
••act with integrity
••always provide a high standard of service
••act in a way that promotes trust in
the profession
••treat others with respect
••take responsibility.
Most candidates will soon identify
that they are, in the course of their role,
already complying with these, and will
have copious examples showing where
they have demonstrated as much.
While there is no way to predict what
questions candidates will be asked at final
assessment, they need to have detailed
Level 1 knowledge of the competency
description. Many candidates make the
mistake of memorising the ethical standards
alone, and this is not sufficient.

What to expect at interview
At final assessment, ten minutes are set
aside towards the end of the interview for
showing you have fulfilled the competency
requirements. This time is defined in the
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The examples of what candidates need
to know contained in the competency
descriptor are an excellent starting point
for revision and include:
••the structure of RICS
••RICS’ global and professional
ethical standards
••mandatory professional statements, for
example Conflicts of interest

Direction for
candidates
RICS ethics and professional
standards
rics.org/ethics
Conflicts of interest global
professional statement, 1st edition
rics.org/conflictsofinterest
International Ethics Standards
rics.org/ies
Information for APC candidates,
counsellors and assessors
rics.org/apcinfo

RICS guidance states: ‘All members
must maintain a relevant and current
understanding of our professional and
ethical standards during a rolling three-year
period.’ Divergence from this will generally
affect perception of RICS and potentially
your membership. Counsellors and
supervisors should also be up to date with
professional and ethical standards, ensuring
they undertake required ethics-based CPD.

Ultimately, the aim is to assess
whether you are a safe pair of hands
and will foster trust in the profession
••guidance notes
••RICS’ CPD policy
••RICS bodies such as Matrics or LionHeart
••the Rules of Conduct for members
••the Rules of Conduct for firms
••policy documents
••RICS bye-laws
••government legislation and regulation
••common law
••relevant case law.
The regulation pages on rics.org and the
detailed guidance listed in the box, left, will
help you gain an understanding of these.
Work placements
While on placements, candidates must take
the following due diligence measures.

••Ensure they are familiar with their
employer’s policies in relation to
professional indemnity insurance –
who does this cover, and at what level?
••Investigate their organisation’s
complaints-handling procedure.
••Look into their organisation’s policy on
gifts and hospitality, and how this relates
to RICS guidance and the Bribery Act 2010.
Summary
RICS ethical standards form a basis for
providing professional services. All RICS
candidates and members are required to
embrace and adopt the organisation’s ethical
standards, both as part of their professional
practice and in life outside work.

Table 1. What should your summary of experience contain?

Requirement

Example

Level

Indicate sources
of learned
knowledge

• ‘While undertaking the RICS ethics module, I learned…’
• ‘I reviewed the Ethics and the Regulation pages of the
RICS website and learned…’

1

Demonstrate
what you
know about
the module

• ‘I am aware of the RICS’ five ethical standards and its Rules
of Conduct for members and firms…’
• ‘I am aware of the need for professional indemnity insurance...’
• ‘I am aware of the requirement for firms to have a
complaints-handling policy…’

1

Give evidence
of practical
application
with real-life,
project-specific
examples

• ‘I identified a conflict of interest when…’
• ‘I’m involved in running my local RICS Matrics, and promote
the benefit of this to others by…’
• ‘I read my employer’s policy on hospitality and checked this
against legislation and RICS guidance...’

2

Offer evidence
of giving
reasoned advice

• ‘I handled my client’s money in accordance with…’
• ‘On this project I dealt with a complaint…’
• ‘On this project I advised the client regarding a potential
conflict of interest…’

3

Susan Hanley FRICS is director of the APC
Academy and RICS regional training adviser in
Scotland susan.hanley@apc-academy.co.uk
Related competencies include: Ethics,
Rules of Conduct and professionalism

Top tips for
candidates
••Before submitting your summary
of experience for final assessment,
ensure you have checked it against
the RICS ethical documents.
••Memorising the ethical standards
alone is not sufficient; you need a
comprehensive knowledge of the
competency as a whole.
••Start reviewing ethics and
regulations as early as possible to
ensure you are acting appropriately,
and identify evidence of practical
application, at Level 2, and reasoned
advice, at Level 3.
••Take the ethics test as soon
as you can to get a feel for the
requirements. You can always retake
it nearer the time if need be. Be sure
not to leave it to the last minute – if
you do not pass, the system can
take 24 hours to reset.
••Remember that the way you
conduct yourself both inside and
outside work can have a bearing on
your RICS membership.
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Fire safety

Consistency
for confidence
The International Fire Safety Standards will help put in
place high-level principles to protect lives and buildings
Gary Strong

Despite rapid globalisation and increasing
urbanisation, the industry lacks globally
consistent, high-level principles for
designing, constructing and managing
buildings for fire safety. Differences in
materials testing and certification, national
building regulations or codes and guidance
on managing buildings mean confusion,
uncertainty and risk to the public.
International Fire Safety Standards (IFSS)
will therefore bring greater consistency by
setting improved levels of fire safety and
professionalism globally, and ensure high
demand for qualified professionals.
In the context of the IFSS Coalition’s
work, an international standard is set and
agreed at a global level and implemented
locally. The coalition has established a
committee of global experts to set standards
that it rather any single organisation will
own, and which will be published for free.
Member bodies subscribe to the IFSS and
commit to their use and implementation,
to ensure they are employed in all countries
where professionals in the coalition operate.
The coalition will classify and define
standards at project, state, national, regional
and international level, and professional
institutions will incorporate these into
their guidance or local standards. We also
expect governments to support or adopt the
principles, or both. All organisations in the
coalition will participate in implementing
the standards through their memberships.
Research has shown that inconsistent
approaches to fire safety can lead to a loss
of confidence in buildings and, in extreme
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cases, result in loss of life. IFSS will be
used throughout the world to redress this.
Our aim is that all higher-risk buildings to
which occupiers and the public have access
will eventually be compliant.
IFSS Coalition
The coalition comprises professional and
not-for-profit organisations responsible
for researching, developing, publicising and
implementing IFSS globally in construction
and real-estate, and was established after
the Grenfell Tower fire tragedy to act in the
public interest. It was launched at the UN
in Geneva on 9 July last year. RICS was then
invited to the UN’s Economic Commission
for Europe meeting in October to present to
all 58 countries in the region, which agreed
to consider adopting the IFSS once they are
published as UN standards.
Coalition members include:
••Association of Building Compliance,
New Zealand
••Association of Consultant
Approved Inspectors
••Association of European Experts in
Building and Construction
••Association for Project Safety
••Australian Property Institute
••British Approvals for Fire Equipment
••Building Control Alliance
••Building Surveyors Special Interest
Group, South Africa
••Chartered Association of
Building Engineers
••Chartered Institute of
Architectural Technologists

••Chartered Institute of Building
••Chartered Institution of Building
Services Engineers
••Commonwealth Association of
Surveying and Land Economy
••Confederation of Fire Protection
Associations – Asia
••Consortium of European Building
Control bodies
••Construction Industry Research and
Information Association
••Council on Tall Buildings and
Urban Habitat
••Engineers Australia
••Fédération Internationale des Géomètres,
the International Federation of Surveyors
••Fire Industry Association
••Fire Protection Association
••Fire Protection Association Australia
••Hong Kong Institute of Surveyors
••Institute of Philippine Real
Estate Appraisers
••Institute of Workplace and
Facilities Management
••Institution of Fire Engineers
••International Association of Fire and
Rescue Services
••International Code Council
••Local Authority Building Control
••National Fire Industry
Association, Australia
••National Fire Protection Association
••National House Building Council
••New Zealand Institute of
Building Surveyors
••Northern Ireland Federation of
Housing Associations
••RICS
••Royal Institute of British Architects
••Singapore Institute of Building Ltd
••Sports Ground Safety Authority
••Underwriters Laboratories Inc
••the UN
••the World Bank.
More members are expected to join soon.
Potential partners and supporters are asked
to contact a coalition member, or email me.
Gary Strong FRICS is RICS global building
standards director and chair of the IFSS
Coalition gstrong@rics.org
Related competencies include:
Health and safety
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