
FREEHOLD OFFICE/EDUCATIONAL INVESTMENT WITH OMRV AND RPI - LINKED RENT REVIEWS

 LONDON SOUTH BANK UNIVERSITY

ELECTR IC HOUSE
3 WELLESLEY ROAD, CROYDON CR0 2AG
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INVESTMENT SUMMARY

• Croydon is the “Economic Powerhouse of South London”, a leading business, financial and 
cultural centre as well as home to a multitude of office occupiers.

• Road communications (A23/M25) are excellent, with rail links to Central London in 
13 minutes. Croydon features the only tram service in suburban London.

• With two Universities, there are an estimated 93,000 students in higher education in 
Croydon.

• Electric House is a Grade II Listed Art Deco building which has been recently refurbished 
and refitted to form a new campus for London South Bank University.

• The specification includes raised access floors, VRF air conditioning, suspended metal 
grid ceilings with LED lighting, four fibre-optic links and digitally connected teaching 
environments throughout.

• 56,189 sq ft net internal area adopted for review purposes.

• Freehold.
• Let to London South Bank University, for 15 years from 5 October 2021, 

a £1,892,647 pa (reflecting a low £33.68 psf overall).

• LBSU has a Net Worth of £95,076,000 (Year End 31/7/2021).

• Five yearly upward only rent reviews to the higher of either OMRV, or RPI (1%-4%).

• Landlord may refuse assignment to any covenant considered inferior.

Offers sought in the region of £35,450,000 subject to 
contract and exclusive of VAT, to provide a purchaser with an 
attractive net initial yield of 5.0%, and inherent reversion to 

5.2% through RPI, after allowing for normal acquisition costs.
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PINNACLE SAFFRON SQUARELUNAR HOUSE

VITA APARTMENTS

1 RUSKIN SQUARE

CAROLYN HOUSE

MORELLO QUARTER

10 DEGREES

WHITGIFT SHOPPING 
CENTRE

CENTRALE SHOPPING 
CENTRE

EAST CROYDON 
STATION

JURYS INN

ELECTRIC HOUSE

PREMIER INN

HAMPTON BY HILTON

TRAVELODGE

WAITROSE

CROYDON COLLEGE
NCP CAR PARK 

CROYDON CENTRAL
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LOCATION

Croydon is one of London’s leading business, 
financial and cultural centres, benefitting from 
excellent communication links. It is the largest 
London Borough by population, with over 
385,000 people residing within the area. Croydon 
is a major office headquarter hub, with numerous 
major office occupiers including AECOM, AIG, 
Allianz, American Express, Atkins, Bodyshop, 
EDF Energy, HMRC, IDE Group, JT Global, LV=, 
Pension Protection Fund, Ramsay Healthcare, 
Superdrug, The Home Office, The UK Border 
Agency, Towergate Insurance, Vitality Healthcare 
and Zurich all based in the town centre.

Identified as a Growth Zone, Croydon has been 
described by Boris Johnson as the “Economic 
Powerhouse of South London”.

Croydon is also a strategic logistics location 
for Central London and the South East. The 
Purley Way, with its 32 million sq ft of industrial 
and retail space, has a number of companies 
including Amazon, Day Lewis Pharmacy and IKEA 
based in its district. Based on the A23, the Purley 
Way area provides excellent last-mile logistics 
for companies supplying customers across the 
capital.

With two Universities, London South Bank 
University and Croydon College, there are an 
estimated 93,000 students in Higher Education 
within Croydon centre.

SITUATION

The property is prominently located 
within Croydon town centre, on the 
corner of Wellesley Road and Dingwall 
Avenue. It adjoins The Whitgift Centre, 
the area’s main shopping centre and key 
retail destination for South London.

East Croydon station is located 
approximately 250m to the east.

CENTRAL LONDON

CROYDON ELECTRIC HOUSE

TO A23
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CONNECTIVITY

Croydon’s connectivity is excellent. The A22 and A23 
provide direct access to the M25 London Orbital Motorway 
(Junctions 6 & 7), some 12 miles to the south, and thereon 
to Gatwick Airport (18 miles), Brighton (44 miles) and the 
South Coast. 

Alongside the capital’s only tram network, it has regular, 
high-speed, rail links to Central London and Gatwick Airport 
- which can both be reached within 15 minutes - and further 
afield to the likes of Cambridge, Brighton and Luton Airport.

Regular train services connect Croydon with Central 
London within 13 minutes - the City via London Bridge, 
and the West End via Victoria. Further international travel 
is also simple - St Pancras International, providing Eurostar 
services to Paris, Brussels and Amsterdam, is within 
30 minutes of East Croydon station on a direct train.

East Croydon station is in the midst of a multimillion-pound 
upgrade. Improvements began with the completion of a 
direct link from Lansdowne Road via a new East Croydon 
Bridge, creating a more efficient transport interchange, 
and now Network Rail is in the process of transforming the 
station as part of the Croydon Area Remodelling Scheme.

DESCRIPTION 

Electric House comprises a landmark Grade II Listed 
building of Portland stone and marble, built for the 
County Borough of Croydon as electricity showrooms 
and offices, during 1939-42. The Art Deco design 
includes a concave centrepiece with a stepped 
surround, and crowning the ground-floor columns 
are urns dedicated to ‘fire’, ‘air’, ‘earth’, ‘water’, ‘time’, 
‘energy’, ‘flight’, ‘Elysium’, and ‘Hesperides’. 

Formerly used as an office, the building has been 
comprehensively refurbished and refitted to form 
the new Croydon campus for London South Bank 
University. External and internal alterations in 
connection with the educational use of the building 
have recently been completed, making good various 
existing features, as well as installation of new plant 
and machinery. It has been designed with a focus on 
purposeful applied educational courses, including 
differentiated and agile learning through flexible 
environments. Dedicated student support and 
resources, informal study spaces and digitally focused 
teaching rooms help provide the best possible student 
experience.

The ground floor serves as the main reception area, 
utilising the existing courtyard, a main café, Student 
Services and Book Collection service, as well as private 
meeting rooms and study spaces. The rest of the 
building is arranged as a combination of formal lecture 
theatres, presentation rooms, informal teaching and 
study spaces. A detailed specification is available on 
request, though in summary the fit-out includes:

Raised access flooring

VRF Fan Coil air conditioning

Micro-perforated metal grid suspended ceilings

LED Lighting

Moveable partitioning

Four fibre-optic links

Central secure courtyard with parking for 
16 vehicles, accessed via an archway on 
Dingwall Avenue.
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ACCOMMODATION

The lease cites the net internal area (NIA) as follows: 

Floor Sq Ft Sq M
Third 8,319 772.85

Second 9,285 862.60

First 12,879 1,196.49

Ground 12,941 1,202.25

Reception 1,325 123.10

Basement 11,440 1,062.80

TOTAL 56,189 5,220.09

PERMITTED USE

Use as a non-residential educational institution within Use Class F1 and/or use as offices 
within Class E of the Town and Country Planning (Use Classes) Order 1987 (as amended).
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TENURE

Freehold.

TENANCY

The property is let to London South Bank University (Company No. 
00986761) for a term of 15 years from 5 October 2021 and expiring 
4 October 2036. Originally subject to an agreement for lease dated 
28 August 2020, considerable fit out works have been undertaken, 
and the the tenant undertakes FRI responsibilities subject to a 
schedule of condition.

The current rent is £1,892,647pa (£33.68 psf overall) and is subject 
to five yearly upward only rent reviews on 5 October to the higher 
of:

a) The “best annual rent” under a hypothetical lease for the 
whole, assuming the residue of the term, a five yearly review 
pattern, and no rent free or indexation; OR

b) The increase in the RPI index from July 2021 (first review) and 
subsequently 3 months prior to the review date. There is a 
collar and cap of between 1.05101 (1%pa) and 1.21665 (4%pa) 
in relation to the indexed review basis only.

Accordingly the rent review clause enables a landlord to reference 
the higher of market levels or RPI.

ASSIGNMENT CONTROL

The Landlord may refuse consent to assign on the grounds that

 “…in the Landlord’s reasonable opinion, the assignee is of lesser 
covenant status than the tenant.”
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INFLATION

In their publication on 5 May 2022, the Bank of England stated “Inflation in the UK is likely to keep 
rising to around 10% this year and go down next year. We expect it to be close to 2% in around two 
years.” Commentators are generally less confident that inflation will subside so swiftly, given the global 
economic and political backdrop, and the RPI measure should continue at a higher rate than CPI, the 
Bank’s selected inflation measure.

Given the RPI linked rent review provisions, the asset is already inherently reversionary, with an 
increase in the index from the base (July 2021) of 305.5 to the most recently published index (April 
2022) of 334.6. At circa 9.5% increase in 9 months the rental increase cap of 4% pa will apply. This 
provides a built in ERV of £1,968,352 pa assuming a July 2022 transaction.

TENANT COVENANT

London South Bank University has served South London for over 125 years, and comprises seven 
distinct schools, of which two, the School of Business, and Institute of Heath and Social Care, operate 
out of the Croydon Campus at Electric House. The University has circa 15,000 students from over 
130 countries and a global alumni of over 80,000. It is ranked 113 within the Guardian University Guide 
2022, and in 2019 named University of the Year for Graduate Employment for an unprecedented 
second year in a row.

Creditsafe rating classify LBSU as “A - Very Low Risk” with a probability of default of only 0.0597%. Their 
most recent published accounts are as follows:

Year End 31/7/2021 31/7/2020 31/7/2019

Turnover £198,844,000 £184,498,000 £181,044,000

Pre-Tax Profit £3,030,000 £1,357,000 £19,296,000

Net Worth £95,076,000 £83,580,000 £126,273,000
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THE CROYDON MARKET

Major office centres in suburban London have experienced robust occupier demand, 
supported by continued loss of office space due to residential conversions reducing existing 
supply and higher build costs limiting new developments coming on stream. Office rents in 
south and west London centres are achieving up to £60 psf (Richmond); in Croydon itself, 
28 Dingwall Road has up to 48,566 sq ft available with circa £40 psf sought for refurbished space.

Croydon has seen an unparalleled loss of office supply in recent years, due to a vibrant 
residential market. Since 2016, there have been twelve major schemes granted planning for 
change of use from office accommodation to residential, averaging over 100 units per scheme. 
Seven of these have been completed, four are under construction with one currently going 
through the planning stage. 

At the Queen’s Square Development, St Georges Walk, apartments are achieving over 
£700 per sq ft, with 1 bed apartments over £400,000, 2 beds over £520,000 and a 3 bed is on the 
market for £975,000.  

Electric House is low rise, with a considerable internal courtyard, and in the longer term is heavi-
ly underpinned by alternative use values. 
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RECENT COMPARABLE TRANSACTIONS

Long income office deals with RPI linked rent reviews are uncommon, but we would draw your attention to the following transactions:

Address Date Sq ft Lease Price

The Quadrant, Aztec West, Bristol Apr 2022 40,978 16.2 yrs unexpired to St James Place Wealth Management. £24.77psf and RPI (0%-4%) reviews. £20m (4.75%)

Kents Hill, Milton Keynes Feb 2022 160,430 20.25 yrs unexpired to Compass Contract Services. £10.40psf and RPI (0%-5%) reviews. £34.4m (4.54%)

St Pauls House, Winchester Oct 2021 29,203 14.45 yrs unexpired to Lane Clarke & Peacock LLP. £27.57psf and open market reviews. £15.88m (4.75%)

10 Hammersmith Broadway Jun 2021 7,433 9.5 yrs unexpired to Chelsea & Westminster NHS Trust. £56.57psf and open market reviews. £10.6m (3.83%)

PROPOSAL

Our clients are seeking offers in the region of £35,450,000 subject to 
contract and exclusive of VAT, to provide a purchaser with an attractive 

net initial yield of 5.0% after allowing for normal acquisition costs.

Given the increase in RPI since the July 2021 Base Date, there is already an 
inherent reversion to circa 5.2% assuming a July 2022 transaction.

EPC   Applied for - available on request. 


