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1 Introduction

[ am Dr Andrew Golland, BSc (Hons), PhD, MRICS, a Chartered Surveyor. I
am a Chartered Surveyor, have a PhD in Development Economics and am
the founder of the GLA development appraisal ToolKit.

I have written several leading good practice guides on viability and Section
106, have completed over 80 viability studies for local authorities, and am a
retained consultant for several councils across England and Wales on
viability matters. I have presented viability appraisals for all the major UK
house builders and have worked on several schemes, mainly across
London, for smaller developers and land owners. My approach is
consistent between public and private sectors with respect to appeal and
Core Strategy examination precedent.

I have developed, along with a colleague, Dr Adam Watkins, over 150
development viability Toolkits (the ‘Three Dragons model’) for local
authorities. This model is well received by developers as a way of sorting
out viability issues. The model has been tested extensively at appeal and
Core Strategy examinations.

I have been instructed by James Lloyd BSc (Hons) MSc TCP MRTPI, OF
Create Planning to carry out a viability assessment of a scheme proposed
for Cross Deep Court, Twickenham.

The purpose of the brief is to assess the viability of development, and in
particular, to conclude on whether the applicant can, or cannot, deliver an
Affordable Housing contribution as set out in the Council’s current
Affordable Housing policy (this is reviewed below); and where justifiable,
to present the case to the Council that the scheme cannot bear a Section
106 contribution.

2 Location and development
2.1 Site location

The Council’s letter of 16th March 2022 states:

‘The proposal relates to a four-storey corner-plot building located on the
south side of Heath Road and fronting King Street Parade, South
Twickenham ward. Unit 3 fronts Cross Deep to the east and comprises a
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ground-floor frontage between two retail units leading to a first-floor gym
(operated by Escape Fitness).

The mezzanine floor was inserted as part of planning permission ref.
14/4537/FUL. Unit 15 fronts Heath Road to the north and comprises a
ground-floor retail unit and ancillary first-floor storage (operated by
Stevensons sports shop).

Other uses (outside of the application site red line) include ground-floor
commercial units including a pharmacy. The Planning Statement submitted
with the application states that there are residential units on the upper
floors.

The basement comprises a gym (operated by Pure Gym), which was
previously occupied by Rileys Snooker Hall. The building forms part of the
Heath Road Secondary Shopping Frontage (Nos. 1-85 odds) and is within
the Twickenham Main Centre Boundary and forms part of the Twickenham
Area Action Plan (AAP).

It is within a Takeaway Management Zone. There is an Article 4 Direction in
place restricting basement development. A further Article 4 is due to be
implemented in August 2022 restricting change of use from Class E
commercial to residential. The site is not a listed building and is not in a
conservation area though the boundary of CA8 Twickenham Riverside
Conservation Area is directly opposite the site approx. 20m to the east.
There is no Village Planning Guidance for the area. The site is within the
Twickenham and Marble Hill Archaeological Priority Area. Nos. 54 and 60-
62 King Street approx. 28m directly north are Grade II Listed Buildings.
There is also a row of Buildings of Townscape Merit (BTMs) along King
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Street. The site is in Flood Zone 1 though is in an Area Susceptible to
Surface Water Flooding, an Area Susceptible to Groundwater Flooding and
a Throughflow Catchment Area.

A service yard is located to the rear of the site which is accessed via an
archway from Heath Road. The site has a Public Transport Accessibility
Level (PTAL) of 5 which is considered ‘very good’ on a scale of 0 to 6b with
0 being worst and 6b being best. Controlled Parking Zone CPZ D - Central
Twickenham is in operation Monday to Saturday 8:30am to 6:30pm (Bank
and Public holidays free). Unit 3 is subject to a S106 Agreement restricting
parking permit eligibility to one business permit only for the commercial
occupier (Blue Badge holders exempt).’

The existing building is shown below:
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2.2 Proposed development

The proposed development consists of seven new flats, plus retail at the
ground floor. The drawings are shown below:

Ground floor:
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Attached is a drawing of the eastern elevation:
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Policy background and viability

3.1 National planning

time.

Framework stated (Paragraphs 173 and 174) that:
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‘Pursuing sustainable development requires careful attention to
viability and costs in plan-making and decision-taking. Plans
should be deliverable. Therefore, the sites and the scale of
development identified in the plan should not be subject to such a
scale of obligations and policy burdens that their ability to be
developed viably is threatened. To ensure viability, the costs of
any requirements likely to be applied to development, such as
requirements for affordable housing, standards, infrastructure
contributions or other requirements should, when taking account
of the normal cost of development and mitigation, provide
competitive returns to a willing land owner and willing developer
to enable the development to be deliverable.

Local planning authorities should set out their policy on local
standards in the Local Plan, including requirements for affordable
housing. They should assess the likely cumulative impacts on
development in their area of all existing and proposed local

There are a variety of issues surrounding viability questions at the current
Initially, at the national level, the National Planning Policy
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standards, supplementary planning documents and policies that
support the development plan, when added to nationally required
standards. In order to be appropriate, the cumulative impact of
these standards and policies should not put implementation of
the plan at serious risk, and should facilitate development
throughout the economic cycle. Evidence supporting the
assessment should be proportionate, using only appropriate
available evidence’.

However, the Revised NPPF (2021) appears to do away with a formal
definition of viability; i.e. the previous paras (173 and 174) which dealt
with the willing developer and land owner and competitive returns have
been removed.

The most relevant paragraphs of the Framework now appears to be
Numbers 47, 48 and 58 which deal with the relationship between Local
Plans and planning applications:

‘Determining applications

47. Planning law requires that applications for planning permission be
determined in accordance with the development plan, unless material
considerations indicate otherwise. Decisions on applications should be
made as quickly as possible, and within statutory timescales unless a
longer period has been agreed by the applicant in writing.

48. Local planning authorities may give weight to relevant policies in
emerging plans according to: a) the stage of preparation of the emerging
plan (the more advanced its preparation, the greater the weight that may
be given); b) the extent to which there are unresolved objections to
relevant policies (the less significant the unresolved objections, the greater
the weight that may be given); and c) the degree of consistency of the
relevant policies in the emerging plan to this Framework (the closer the
policies in the emerging plan to the policies in the Framework, the greater
the weight that may be given).’

And:

‘58. Where up-to-date policies have set out the contributions expected from
development, planning applications that comply with them should be
assumed to be viable. It is up to the applicant to demonstrate whether
particular circumstances justify the need for a viability assessment at the
application stage. The weight to be given to a viability assessment is a
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matter for the decision maker, having regard to all the circumstances in the
case, including whether the plan and the viability evidence underpinning it
is up to date, and any change in site circumstances since the plan was
brought into force. All viability assessments, including any undertaken at
the plan-making stage, should reflect the recommended approach in
national planning guidance, including standardised inputs, and should be
made publicly available.’

3.2 Local planning policy - LB Richmond

The adopted Local Plan (3rd July 2018) states as follows:

Cross Deep Court Viability Report - March 2023 Page 8



9.3 Affordable Housing

Policy LP 36

Affordable Housing
A The Cowncil expects:

a. 50 of all housing units will be affordable housing, this S0% will comprise a tenuwre mix of 0% of the
affordable houwsing for rent and 103 of the affordable intermediate housing.

b. the affordable housing mix should reflact the need for larger rented family units and the Council's
guidance on tenure and affordability, based on engagement with a Registered Provider to maximise
deliveny.

Where on-site prowision is required, an application showld be acoompanied by evidence of meanimgiiul
discussions with a Registered Provider which hawve informed the proposed tenure, size of wnits and design to
address local pricrities and explored funding opportunities.

B. A& contribution towards affordable housing will be expected on all housing sites. The following reguirements
apply:
a. am all forrmer employrment sites of keast 509 on-site provision. Where possible, a greater groporthom
than 50% affordable housing on individual sites should be achiewved.

. on all other sites capable of ten or more units gross S50% on-site provision. Wherne possible, a greater
proportbon than 503 affordable howsing on individual sites should be achieved_

. on sites below the threshold of ‘capable of ten or more units gross”, a fimancial contribution to the
aAffordable Housimg Fund commensurate with the scale of developrment, in line with the shiding scales
et out below and in the Affordable Howsing SPDC

M. of wnits ¥ Affordable Housing
(o S
| dgross)
For conserskans and reversions {where Foir meev basilel desseloprmee nt or For ansy units replacng
thiere 15 mo loas of former esmployment redevelocpment [where there s no loss of empl cymeent ficorspace
Aosorspasce. former esnmployment flocespace )
9 units 369 45% 909
B units 2% A BO0%:
T units Z28% A5% FTO9E
& units 24% i 609
5 units 209 25% S09%:
4 units 169 20 A0%%:
3 units 12%: 15% 309
2 units B% 103 209
1 unit a4% 5% 109

TC. In accordance with & and B, the Council will seek the masimum reasonable amount of affordable housing
when negotiating on individual private residential and mixed-use schemes. The Council will have regard to:

a.  eoonomic wiability:
individual site costs;
. the availability of public subsidy; and
the owerall mix of uses and other planning benefits.

D. Where a reduction to an affordable housing contribwtion is sought from the requirements in A and B on
economic viability grounds, develspers should provide a desvelopment apgraisal to demaonstrate that schemes
are maximising affordable housing. The developer will be required to underwrite the costs of a Cowncil
oormmissioned economic wiability assessment. The er_:uijzr-cll wiill rigorowsiy ewaluate such appraisals and:

& assess if the maximum reasonable amount of affordable housing s based on delivering the
appropriate temnure, unit sizes and types that address bocal needs.

b. conskder whether it is necessary to secure provision for re-appraising the viability of a scherme prior to
implementation o secure cantingent obligations.

C.  Inmost cincumstances the Existing Use Value plus a premium (EUV+) approach 1o assessing

benchmark land value in development appraisals and viability assessments showld form the prirmany
basis for determining the benchmark land value_

3.3 Community Infrastructure Levy

It is understood that the proposed development is subject to the Mayoral
Community Infrastructure Levy of £35 per square metre and the Richmond
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CIL which the range is from £190 to £250 per square metre. This should be
agreed between the applicant and the local authority.

4 Approach to viability assessment

4.1 Overview

It is important to understand how viability is assessed in the planning and
development process. The assessment of viability is usually referred to a
residual development appraisal approach. Our understanding is illustrated
in the diagram below. This shows that the starting point for negotiations is
the gross residual site value which is the difference between the scheme
revenue and scheme costs, including a reasonable allowance for developer
return.

Once CIL or Section 106 contributions have been deducted from the gross
residual value, a ‘net’ residual value results. The question is then whether
this net residual value is sufficient in terms of development value relative
to the site in its current use.

Gross \\\\\\
Residual

Value ‘

CIL

GDV

Net Residual
Value

Calculating what is likely to be the value of a site given a specific planning
permission, is only one factor in deciding what is viable.

4.2 Land owner considerations

A site is unlikely to proceed where the costs of a proposed scheme exceed
the revenue. But simply having a positive residual value will not guarantee
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that development happens. The existing use value of the site, or indeed a
realistic alternative use value for a site (e.g. commercial) will also play a
role in the mind of the land owner in bringing the site forward and thus is a
factor in deciding whether a site is likely to be brought forward for housing.

The land owners position
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Planning contributions (Section 106 and/or CIL)

The diagram shows how this operates. The land owner will always be
concerned to ensure that residual value clears the relevant land value
benchmark.

5.1 Overview

The appraisal work and report relies on a range of information sources.
These include comparable market analysis for house prices; this is derived
from both my own research and best available secondary data sources. In
addition, costs taken from both the BCIS industry standard source.

5.2 Costs

There are normally two main elements of cost analysis: base construction
costs and other development costs. The base construction costs include
items such as Build Plot costs (sub and superstructure), roads and sewers,
landscaping and other external works. Added to these are abnormal
construction costs and site remediation works.

Other development costs include such items as professional fees, developer
overheads, finance costs and developer margin.
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5.2.1 Construction costs

There is no bespoke bill of quantities. I calculated therefore the likely
construction costs based on industry standard BCIS costs:
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-l

Default period

Rebased to London Borough of Richmond
Upon Thames [(122; sample 30 ) Edit

£/m2 study

Description: Rate per m2 gross internal floor a

rea for th

e building Cost inclu

ding prelims.

Last updated: 11-Mar-2023 05:56

Maximum age of results:

Default period |
Building function £/m? gross internal floor area
(Maximum age of projects) Mean |Lowest an‘_}r Median Uppl.!.'l' Highest Sample
quartiles quartiles
Rehabilitation/Conversion

810. Housing, mixed developments (15) £1,786 | £475 £1,157 £2,218 £2,533 £2,545 5
810.1 Estate housing (25) £1,272 | £423 £E826 £1,011 £1,395 £5,335 41
810.12 Estate housing semi detached (25) £1,421 | £597 £859 E989 £1,612 E3.378 a
810.13 Estate housing terraced (20} £1,091 | f£662 £947 £1,062 £1,278 E1.467 7
816. Flats (apartments)

Generally (15) £2,203 | £641 £1,306 £1,718 £2,263 £7.622 80

1-2 storey (15) £2827 | £936 £1.430 £1,781 £3314 £7.622 17

3-5 storey (15) £1.886 | f£o641 £1,346 £1.647 £2,080 £7.054 47

6 storey or above [15) £2,556 | £735 £1,191 £1.729 £3,524 £6,389 15

Cross Deep Court Viability Report - March 2023
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This (previous page) showed an upper quartile cost of £2,080 per square
metre.

To this should be added 10% for external works, bringing a sub total of
£2,288 per square metre.

This cost is on a GIA basis (as it’s derived from BCIS) and the efficiency of
the residential element is 90%. With a 5% contingency, this makes a
working cost of £2,631; say £2,650 per square metre.

5.2.2 Other development costs

Added to these costs will need to be other development costs. These are
set out in the screenshot below:

Other Development Costs
Toolktt  |User
Additional Cost Values  |Values
Professional Fees % 12.0% of build costs
Interest rate (Market) 6.75%|  10.0%{of bulld costs (Sale, Equity Share and Low Cost Sale units)
Interest Rate (Affordable HoW  6.75%|  10.0%]of build costs Rental tenures and Shared Ownership)
Marketing Fees 3.0% of market value
Developers Retumn 20.0% of market value applies to market housing
Contractors Return 6.0% of development costs (gxcl finance) (affordable housing)

These are the standard costs adopted in the GLA Toolkit with the exception
of finance costs.

5.3 Values
In order to establish a gross development value (GDV) for the scheme
proposed, I have looked at properties being marketed in the local area. As

set out below:

These are set out in the table overleaf:
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Comparables

Address Dwelling Type Price Sq M Price per Sq M Agent Age
Water Lane 2 Bed Terrace £750,000 77.3 £9,702 Leaders Modern
King Street 1 Bed Flat £339,950 53.5 £6,354 Featherstone Leigh Modern
King Street 2 Bed Flat £499 950 70.5 £7,091 Dexters Modern
Garfield Road 2 Bed Flat £575,000 82.7 £6,953 Chase Buchanan Modern
Arragon Road 1 Bed Flat £315,000 38 £8,289 Dexters Older
Richmond Road 2 Bed Flat £625,000 83.2 £7,512 Chase Buchanan QOlder
Sion Road 3 Bed Flat £500,000 87.1 £5,741 Chase Buchanan Qlder
Arragon Road Studio £265,000 30 £8,833 Chase Buchanan Older
London Road 1 Bed Flat £350,000 56.6 £6,184 Foxtons Modern
Queens Road 1 Bed Flat £330,000 50.2 £6,574 Snellers Qlder
Queens Road 1 Bed Flat £399,950 54 £7,406 Dexters Older
Grosvenor Road 4 Bed House £799 950 100.9 £7,928 Snellers Modern
Clifden Road 2 Bed Flat £450,000 58.4 £7,705 Chase Buchanan Modern
Station Road 1 Bed Flat £290,000 43.6 £6,651 Websters Older
Cheltenham Avenue 2 Bed Flat £450,000 439 £10,251 Chase Buchanan QOlder
Candler Meaws 4 Bed Flat £1,195,000 237.1 £5,040 Dexters Modern
Haggard Road 3 Bed House £699,950 94.9 £7,376 Dexters Older
Richmond Road 2 Bed Flat £530,000 60.7 £8,731 Knight Frank QOlder
Richmond Road 2 Bed Flat £625,000 87.8 £7,118 Dexters Older
Haggard Road 2 Bed Flat £649,950 76.4 £8,507 Snellers Older
Landsdowne Close 3 Bed House £450,000 57.9 E7, 772 Dexters Modern
Clifden Road 4 Bed Terrace £1,100,000 142.6 £7,714 Chase Buchanan Modern
Grove Avenue 4 Bed Terrace £1,199,950 140.9 £8,516 Snellers Older
Lion Road 2 Bed Terrace £750,000 83.8 £8,950 Websters Qlder
Athelston Place 2 Bed Flat £650,000 79.2 £8,207 Foxtons Older
Edwin Road 2 Bed Terrace £350,000 56.4 £6,206 Chase Buchanan Older
Heath Road Studio £200,000 21 £9,524 Madison Brooks Qlder
Radnor Road 1 Bed Flat £445,000 55 £8,091 Hamptons Modern
Source: Rightmove
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Table sets out a range of values in the locality. I have looked, as previously,
at the relationship between the size of dwellings and the price per square
metre achieved.

This analysis is set out on the following page:
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SqM Price per Sq M
77.3 £9,702
53.3 £6,394
70.5 £7,091
B2.7 £6,953
38 £8,289
83.2 £7512 Price per Sq M versus Dwelling Size
87.1 £5,741 £12,000
30 £8,833
56.6 £6,184
50.2 £6,274 £10,000
54 £7,406
100.9 £7,928 £8,000
58.4 £7,705
43.6 £6,651 £6,000
439 £10,251
2371 £5,040
04,9 £7.376 £4,000
60.7 £8,731 .
27.8 £7118 £2.000 v =-10.656x + 8484.2
76.4 £8,307
57.9 £7,772
1426 £1,714 £0 ;
140.9 8516 0 50 100 150 200 250
83.8 £8,950
79.2 £8,207
56.4 £6,206
21 £0,324
55 £8,091
Floor No Dwelling Type Sector SqM Equation Calculation Equation Calculation | Asking Price Selling Price
First 1 2 Bed 4 Person Residential 84.6 -10.656 -901.4976 B484.2 £7,583 £641,497 £609,422
First 2 1 Bed 2 Person Residential 61.3 -10.636 -653.2128 8484.2 £7.831 £430,040 £436,038
First 3 2 Bed 4 Person Residential 79.7 -10.636 -840.2832 8484.2 £7,633 £608,503 £5378,078
First 4 1 Bed 2 Person Residential 51 -10.656 -543.456 B484.2 £7,941 £404,978 £384,729
First 5 1 Bed 2 Person Residential 61 -10.636 -630.016 8484.2 £7,834 £477,883 £453,991
First 6 1 Bed 2 Person Residential 51.8 -10.656 -351.9808 B484.2 £7,932 £410,889 £390,345
Total 389.4 GDV £2,872,602

Cross Deep Court Viability Report - March 2023
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The analysis (previous page) indicates a gross development value (GDV) of

£2,872,602. This equates to £7,377 per square metre.

6 Commercial appraisal

There are two units proposed in the re-developed scheme. These are

shown below:
PROPOSED UNITS SqM
Ground 3 |Pharmacy Services 72.65
Ground 15  |Stevensons Shop Retail 118.9

6.1 Commercial GDV

To assess the value of the commercial element, | have looked at a number
of comparables for retail properties. My analysis is shown on the following

page:

Cross Deep Court Viability Report - March 2023
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Address Rent PA SqM | Rent per Sq M
Lower Richmond Road £15,996 40 £400
Lower Richmond Road £22,500 35 £643
Hammersmith Road £24926 53 £470
New Maldon £64,800 200 £324
Wandsworth High Street £30,000 173 £173
East Molesey £33,900 89 £381
Stonecot Hill £16,500 46 £359
SqM Rent per Sq M Rent per Sq M versus Unit Size
40 £400 E700
35 f643 £600
c3 £470 y=-1.4827x+ 527.58
200 £324 £500
173 £173 £400
89 £381
46 £359 £300

£200

£100

£0
0 50 100 150 200 250
Floor Units SqM Equation Calculation | Equation | Calculation Rental Yield YP Capital Value
Ground Pharmacy 72.65 -1.4827 -107.718155 527.58 £420 £30,503 6.5 15.385 £469,276
Ground Stevensons Shop | 118.9 -1.4827 -176.29303 527.58 £351 £41,768 6.5 15.385 £642,585
GDV £1,111,861

Cross Deep Court Viability Report - March 2023
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This suggests a GDV of £1,111,861.

The yield is taken from Knight Frank’s latest Yield Guide:

Prime Yield Guide — February 2023  messuseosr sascpmccns @9 KNIGHE

d was d on 7 Feb X
Knighl Frank Inlelligence and was prepared on 7 February 2023 Frank

Based on rack rented properties and disregards bond type transactions Click here to view previous data

e mm o m lC]gg:zg sg;}r‘:;i};"—

Bond Street 2.75% 275% + 275%-300% 275%-3.00% 275%-3.00% 2.75%-3.00% WEAKER

o Oxford Street 350% + 4.00% 4.25% + 425%-450% 4.25%-4.50% 4.25%-4.50% I WEAKER

H?gh. Street Prime Tawns (Oxford, Cambridge, Winchester) 6.25% 6.25% + B.50% + 6.75% + 6.75% + 6.75% + STABLE
Lz Regional Cities (Manchester, Birmingham) 6.50% + 6.50% + 6.75% + 7.00% + 7.00% + 7.00% + STABLE

Good Secondary (Truro, Leamington Spa, Colchester etc) 8.25% - 8.50% 8.50% 8.50%-875% 9.00%-925% 9.00%-9.25% 9.00%-9.25% STABLE

Shnpping Regional Scheme 7.75% 7.50% - 7.75%  7.75% - 8.00% 8.00% 8.00% + 8.00% + I WEAKER

@ Centres Sub-Regional Scheme 850% 875% 9.00% 9.00% + 9.00% + 9.00% + I WEAKER
(sustainable Local Scheme (successful) 9.50% 9.50% 9.75% 9.75% + 9.75% + 9.75% + I WEAKER

income) Neighbourhood Scheme (assumes <25% of income from supermarket) 9.00% - 9.25% 9.25% -950% 9.50%-9.75% 950%-975% 9.50%-975% 9.50%-975% I WEAKER

Open A1 (essential retailers) 5.50% - 5.25% 5.50% - 6.00% 8.00% + 6.00% + 6.00% + STABLE

Good Secondary Open A1 Parks 6.50% - 6.75% 6.50% 7.00% + 7.25% + 7.50% + 7.50% + I WEAKER

Bulky Goods Parks 5.50% - 5.25% 5.50% - 6.00% 6.00% + 6.00% + 6.00% + STABLE

ﬁ Good Secondary Bulky Goods Parks. 6.50% - 6.75% 6.50% 7.00% + 7.25% + 7.50% + 7.50% + I WEAKER
Solus Open A1 (15 year income) 5.00% 5.25% 5.50% + 575%-6.00% 575%-6.00% 575%-6.00% STABLE

Solus Bulky (15 year income) 5.00% 5.25% 5.50% + 5.75%-6.00% 575%-6.00% 575%-6.00% STABLE

Major Annual RPI Increases [NIY] (20 year income) 3.50% 4.00% - 425%  4.50% - 5.00% 5.00% 5.00% 5.00% STABLE
Foodstores Open Market Reviews (20 year lease) 4.00% 4.75% - 5.00%  5.25% - 5.75% 5.50% 550% 5.50% STABLE

Prime Leisure Parks 7.00% + 7.00% + 7.25% - 7.50% 7.50% + 7.50% + 7.50% + STABLE

%]] Good Secondary Leisure Parks 8.00% + 8.00% + 8.25% + 8.50% -8.75% 9.00% + 9.00% + I WEAKER
6.2 Commercial costs

As for the residential development I have adopted BCIS costs. These are set

out below. The samples for retail conversions are very low, and in many

cases, it is anticipated simply consist of a refit.

I have adopted therefore a more general category - for commercial
including shops and flats.

Cross Deep Court Viability Report - March 2023 Page 20



Results ‘ ‘ ‘ ‘
Rebased to London Borough of Richmond Upon Thames ( 122; sample 30) Edit
£/m2 study ‘ ‘ ‘ ‘
Description: Rate per m2 gross internal floor area for the building Cost including prelims.
Last updated: 11-Mar-2023 05:56
Maximum age of results:
| Defauit period |
Building function £/m? gross internal floor area
(Maximum age of projects) Mean |Lowest Luwnla-r Median Uppllar Highest Sample
quartiles quartiles
Rehabilitation/Conversion
320. Offices
Generally (15) £1716 | £221 | £868 | £1389 | £2212 |£6593| 87
Air-conditioned
Generally (15) £1.864 | £381 | £1.105 | £1477 £2,206 | £6,593 41
1-2 storey (15) £1,682 | £381 £772 £1,245 | £1842 | £6,593 17
3-5 storey (15 £2261 | £449 | £1279 | £1.792 £3.002 | £5.459 14
6 storey or above (15) £1,735 | £738 | £1.253 | £1477 | £2152 | £3120 7
Not air-conditioned
Generally (15) £1,738 | £282 | £1.033 | £1.552 £2,335 | £4511 29
1-2 storey (15) £1,534 | £282 £993 £1336 | £1987 | £3821 15
3-5 storey (15 £1,765 | £560 | £1061 | £1.552 | £2.006 | £4511| 11
6 storey or above (25) £1446 | £589 - £1,303 - £2,591 4
320.1 Offices with shops, banks, flats, etc [15) | £2,294 | £492 | £1,015 | £2317 | £3427 | £5,642 15
338. Banks/Building Society branches (30) £1.881 | £558 | £1468 | £1.865 £2247 | £2901 24

An appropriate cost then is £3,427 per square metre. Added to this, 10%
for externals and 5% contingency, bringing construction costs to £3,958
per square metre.

5.5 C(CIL

[ have not assumed any CIL for this scheme. Any figure should be updated
and agreed between the Council and the applicant.

6 Existing Situation - land value benchmark

The land value benchmark (LVB) is important in defining viability; in
particular, the financial relationship between residual value and the LVB

Where the LVB is higher than the residual value (RV), then schemes are in
principle, unviable.

The Revised NPPG
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The Revised NPPG is very clear that the land value benchmark should be
based on existing use value (EUV). It states:

‘To define land value for any viability assessment, a benchmark land value
should be established on the basis of the existing use value (EUV) of the
land, plus a premium for the landowner. The premium for the landowner
should reflect the minimum return at which it is considered a reasonable
landowner would be willing to sell their land. The premium should provide
a reasonable incentive, in comparison with other options available, for the
landowner to sell land for development while allowing a sufficient
contribution to fully comply with policy requirements. Landowners and
site purchasers should consider policy requirements when agreeing land
transactions. This approach is often called ‘existing use value plus’ (EUV+).’

The guidance goes on to state:

‘Existing use value (EUV) is the first component of calculating benchmark
land value. EUV is the value of the land in its existing use. Existing use
value is not the price paid and should disregard hope value. Existing use
values will vary depending on the type of site and development types. EUV
can be established in collaboration between plan makers, developers and
landowners by assessing the value of the specific site or type of site using
published sources of information such as agricultural or industrial land
values, or if appropriate capitalised rental levels at an appropriate yield
(excluding any hope value for development).

Sources of data can include (but are not limited to): land registry records of
transactions; real estate licensed software packages; real estate market
reports; real estate research; estate agent websites; property auction
results; valuation office agency data; public sector estate/property teams’
locally held evidence.’

Existing use value of the site

The existing areas are shown in the table below:

EXISTING UNITS | Unit No Sectors SqM
Ground 3 Pharmacy Services 72.65
Ground 3 Gym Entrance Services 16.21
Ground 15 Stevensons Shop Retail 118.9
First 3 Gym Services 208.1

Cross Deep Court Viability Report - March 2023 Page 22


https://www.gov.uk/guidance/viability#para015

First

15

Stevensons Shop

Retail

227.1

Total

643

Therefore there are two main elements - retail and the gym.

Retail

There are three units to be considered. I have valued these using the same
comparables as for the proposed scheme. I have however increased the

yield to reflect a lower quality of accommodation:

Floor Units | SqM | Equation | Calculation |Equation | Calculation | Rental | Yield | YP | Capital Value
Ground Pharmary | 7205 | 1487 | AO7TABASS | S27AB | B0 | £30503 ) & | 125 | £3BL007
Ground Sevensons Shop | 1189 | 1487 | 1762933 | S8 | B0 | £AL76B | 8 | 125 | £50000
First SevensonsShop| 2074 | 1487 | TN | SR | BIOL | £ B | 125 5001

GOV | £145168

Gym

[ have valued the gym element by reference to the rateable value, as shown

below:
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More about how business properties are valued

Gym & premises floor areas

£ per m2/unit

Description Area m2/unit
Ground floor reception / entrance 12.5
First floor office 134.42
First floor office 55.76
First floor public toilets 8.25
First floor staff toilets 0
Total 210.93
Additional details

Description Area m2/unit £ per m2/unit
Air conditioning system 55.76 £7.00
Total

Valuation

Totalvalue

Rateable value (rounded down)

£149.63

£149.63

£166.25

£149.63

£0.00

Value o

£1,870
£20.113
£9,270
£1.234
EO

£32,487

Value o

£390

£390

£32,877

£32,750

This suggests a rateable value of £32,750. I have taken this as a proxy for
rental value and capitalised this adopting a yield of 9%:

Fime e Pag Wkt T+ T2h-THR TN+ THRe  THA
Good Seoondary Lelue Paks B0kt B0t G2t BN -BTSh OO0+ Q00
This gives a capital value of £363,888.
In summary therefore:
Retail £1,445,188
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Gym £363,888.

Total £1,809,076

Plus land owner return at 20% £2,170,891; say £2.2 million.

7 Results and conclusions

The full appraisal for the scheme is shown in Toolkit form at Appendix 1.
This shows a residual value of £823,000. This means that revenue is higher

than costs and means a viable scheme before taking the land value
benchmark into account.

Cross Desp Court Siie Reference Number

Applicaion Number
Mixed Use Development includind Retall and NLUD Ref. Number
LIPRN or Grid Ref.

AFFORDABLE UNITS
Low Cost

- Equily Share

- Shared Ownership
- Inermediae Rent Against residual
- Afiordable Rent

Planning Obligafions
Community Infrasiruciure Levy

However the LVB is £2.2 million meaning the scheme is unviable to deliver
any Section 106 or CIL.
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Appendix 1 Appraisal

Sie FReference

Apphcascn MNumbser
NLUD Reference
LUFREMN or Grid FRefErence

Mi<ed Use Development includind Retal and
Residensal
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Site Area

Toial Size of S& In Heclares

Dwellings

(+ Nuntoer cf Duelings
(Dersily isthen caodated)

Derey
(" (Erter avaug or dhocsefromtne

i)
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Description of Unit Type
| (for the users reference only) |

Person Occupancy

Habitable Rooms

Bench -

User
value

Bench -

User
value
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Affordable Units

Stared
Jirersfp

Inermeiaie
Rent
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ﬁ Description of Unit Type
[z ]
ER
ES
| 5
| 6 |

Cross Deep Court Viability Report - March 2023

Sale

entering a ;;ercentage in the box I{;
the

right (this affects other tenureqy 100%

Total | User Market Adjusted
Units Value Market Value

609,422

456,038

578,078

384,729

453,991

390,345
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Build Costs persqm Other Development Costs

User
Building Type [ Toolkit Values Additional Cost Values

Flats (40+ storeys) £3,739 Professional Fees % i of build costs

Flats (16-40 storeys) £3.001 Interest rate (Market) of build costs (Sale, Equity Share and Low Cost Sale units

Flats (6-15 storeys) £231 Interest Rate (Aflordable Hou of build costs Rental tenures and Shared Ownership)

Flats (5 & less storeys) £1.713 650 Marketing Fees J of market value

Houses <= 75m2 £1.274 0. Developers Return J of market value applies to market housing

Houses = 75m2 £1.116 650, Contractors Return ! of development costs (excl finance) (affordable housing)

Code for Sustainable Homes level (36) | [Construction Period  (1+Years) | 1.50)

Exceptional Development Costs
Total For Scheme Costs incurred for Sustainable homes level of 3.4, 5 or 6
<Enter cost description>
<Enter cost description>
<Enter cost description>
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&

Toal?
r
r
r
r
r
r
r
r
r
r
r
r

Does CIL apply on this scheme?

Toigl for Scheme per hectare
Total for Scheme divided by fotal number of unis
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Revenues
Met areain 5g. m
Rent (£ per 5q.m per annum}

Gross Inkernal Areain 5g. m

Build cosis (£ per GIA sq m)
Profecsional fees (% of Buld Costs)
Inizrest Raie (% of Build Cosis)
Markefing ®es (% of Capial Value)

759,936
200,554
- B 299 730 - - -

di

Toial developmentooss & | £_ 1183
Sie value for commercial element e - [¢e - [ oeoee0le - Je - [ - |

Total sie value for all commercial Elements |-£ 69,650
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Value as other afiernaive use
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Crogs Deep Court Sie Reference Number
Number

Mixed Use Development includind Retal and NLUD Ref. Number

Residenial UFPRM or Grid Ref.

RESIDUAL before land finance SCHEME UNITS
RESIDUAL afer land finance

LE UNITS
Low Caost
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