From: Fidler, Richard

Sent: 07 October 2022 10:01

To: _planningadvice

Subject: FW: Holbeach - viability appraisal H09-0468-16

Attachments: We sent you safe versions of your files; 2022-05-11 Holbeach West - Rebuttal

response.pdf; 2022-11-05 Holbeach West - Viability appraisal (update).pdf

2NON CP Viability response May 2022 to applicant’s updated viability report. Please scan to file plus the
attachments.

From: David Newham <davidnewham@cpviability.co.uk>

Sent: 11 May 2022 09:49

To: Fidler, Richard <rfidler@sholland.gov.uk>

Cc: Doherty, Angela <adoherty@sholland.gov.uk>; Norman, Phil <pnorman@sholland.gov.uk>; Jackson, Paul
<pauljackson@sholland.gov.uk>

Subject: RE: Holbeach - viability apraisal

Mimecast Attachment Protection has deemed this file to be safe, but always exercise caution when opening files.

This message originated from outside your organization

Morning Richard

Please see attached our response on this.

There are a couple of values I've conceded on, but I've retained the majority of my original assumptions.

My updated appraisal shows that 143 affordable dwellings (22.03%) can be viably provided. On this basis, | would
recommend turning down the applicant’s suggested figure of 60 dwellings (just over 9%).

Thanks

David Newham MRICS
Director

CP Viability Ltd

T: 01937360131

CPV  wm:079471200953

Independent Viability Experts

CP Viability is a limited company registered in England and Wales
Registered number 10377118

This email and any attachments to it may be confidential and are intended solely for the use of the individual to whom
it is addressed. Any views or opinions expressed are solely those of the author and do not necessarily represent those

of CP Viability Ltd.

If you are not the intended recipient of this email, you must neither take any action based upon its contents, nor copy
or show it to anyone.

Please contact the sender if you believe you have received this email in error



From: Fidler, Richard <rfidler@sholland.gov.uk>

Sent: 06 May 2022 09:42

To: David Newham <davidnewham@cpviability.co.uk>

Cc: Doherty, Angela <adoherty@sholland.gov.uk>; Norman, Phil <pnorman@sholland.gov.uk>; Jackson, Paul
<pauljackson@sholland.gov.uk>

Subject: FW: Holbeach - viability apraisal

Good Morning David
See attached response, which | would be grateful for your comments.

Thanks

Richard Fidler | Development Manager | South Holland District Council
Direct Dial: 01775 764428 | Mobile Number: 07920211436
www.sholland.gov.uk
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From: Mike Braithwaite <m.braithwaite@rdc-landplan.co.uk>
Sent: 05 May 2022 17:39

To: Fidler, Richard <rfidler@sholland.gov.uk>

Cc: Mercedes Golding <m.golding@rdc-landplan.co.uk>
Subject: Holbeach - viability apraisal

Mimecast Attachment Protection has deemed this file to be safe, but always exercise caution when opening files.

This message originated from outside your organization

Hello Richard

Thank you for forwarding the report by CPV on 2 February.

We have had our appraisal updated in light of those comments and the wider changing economic circumstances.
Our revised report is enclosed.

You will see that the revised report concludes the viability of development has improved, and will facilitate delivery
of some affordable housing, although 9.2% and not the 25% identified by CPV.

The site also requires significant funds at an early stage to facilitate development of the site. Works include
provision of the spine road, drainage infrastructure, relocation and reinforcement of electricity supply, etc). Paying
for the opening up costs will threaten the viability of development in the early stages.



We would be grateful, therefore if you could consider an early phase of development that would not be subject to
the S016 contributions and affordable housing provision, say 300 houses. The later phases will then be subject to
viability appraisals to confirm the level of contribution appropriate at that time, which may be neared policy
compliance on a phase by phase basis, but over the whole development may average out at a lower level, such as
9.2% as set out in our attached report — although with the volatility in the housing market, and the costs of labour
and materials the viability of the development could increase or decrease in that time.

| appreciate there is still some distance between the conclusions of PCV and the finding of our viability appraisal.
Would it be possible to have a “teams” meeting with you, | and our respective viability consultants explore any
potential areas of compromise?

Michael

Michael Braithwaite MRTPI

Town Planner

rdc

Robert Doughty

Consultancy

32 High Street, Helpringham,

Sleaford, Lincolnshire NG34 ORA

Tel: 01529 421646

Email: m.braithwaite@rdc-landplan.co.uk
Web: www.rdc-landplan.co.uk

f ¥ in

Robert Doughty Consultancy Limited, Registered in England No. 4084500, VAT Reg No. 364 7780 17

Any views expressed by the sender of this message are not necessarily those of Robert Doughty Consultancy Limited. The message has
been sent by electronic means, and bears no signature. The contents are confidential and may be protected by legal privilege. If you are
not the intended recipient, please notify us by replying as soon as possible, and deleting the message from your computer. In that case,
any use of its contents is prohibited.

Please consider the environment before printing this e-mail

The information contained in this email is confidential and intended only for the person or organisation to which it is
addressed. If you have received it by mistake, please disregard and notify the sender immediately. Unauthorised
disclosure or use of such information may be a breach of legislation or confidentiality and the content may be legally
privileged. Any improper dissemination, forwarding, printing, or copying of this email is strictly prohibited. Emails
sent from and received by employees of South Holland District Council may be monitored. They may also be
disclosed to other people under legislation, particularly the Freedom of Information Act 2000, GDPR, the Data
Protection Act 2018 and the Environmental Information Regulations 2004. If you have contacted the Council for a
service any personal data you share will be used to help you access its services, or to answer your enquiry in line
with our Privacy Policy. For full details of your rights please visit our website at www.sholland.gov.uk. Unless this
email relates to South Holland District Council business it will be regarded by the Council as personal and will not be
authorised by or sent on behalf of the Council.




CcPV

Independent Viability Experts

FAO Mr Richard Fidler David Newham MRICS
Development Manager Director
South Holland District Council CP Viability Ltd

T: 01937360 131
M: 07947 120 953

Sent by email onl
Y y E: davidnewham@cpviability.co.uk

Our ref: DN-0628
Your ref: H09-0468-16
Date: 11" May 2022

Dear Mr Fidler

PROPERTY ADDRESS: Land to the West of Holbeach Lincolnshire

INSTRUCTING BODY: South Holland District Council

APPLICANT: Lincolnshire County Council and Mr R H and Mr A.M. Goodley

Further to our draft viability review report with respect to the above property, dated 3™
February 2022. Through their advisor Savills, a rebuttal to our findings has been submitted by
the applicant via email dated 25™ March 2022 (although sent to us on 6™ May 2022). We have
reviewed this document and would respond as follows (please note, for ease we have followed

the order as set out in Savills rebuttal).

In terms of the respective positions following the initial viability reviews, the applicant
(through their advisor Savills in a report dated October 2021) concluded that the scheme was
unable to viably support any affordable housing (and seemingly no planning contributions).
Based on our testing we concluded that the scheme could viably support the full planning
policy contributions, being 163 affordable houses (25%) and S106 contributions totalling
£4,343,950.

The difference in viability outcome reached in Savills’ assessment compared to our own

related to 3 key appraisal assumptions, summarised as follows:



Input Savills appraisal CPV appraisal

Bungalows average market value | £2,523.76 psm £2,897.09 psm

2 storey average market value £2,114.76 psm £2,335.60 psm

Plot Construction (Blended) £1,181 psm £1,168 psm

By way of illustration, based on Savills’ 100% market value appraisal the overall scheme
revenue equated to £135,157,517. Based on our adjusted market values, again assuming
100% market values dwellings, the scheme revenue would total £151,870,000. This
differential of £16,712,483 is therefore the key reason why the respective viability appraisals

returned such a different outcome.

1. Review of CPV Report and Appraisal

1.1. Savills note that much of the respective development appraisal assumptions are

agreed, which is the case (bar the 3 elements summarised above).

1.2. However, Savills do note that their original assessment was at October 2021, whereas
our review was as at February 2022. Savills have subsequently updated their appraisal
as at Feb 2022 to ensure a consistent point between the appraisals.

2. Updated advice in relation to Private Sales Values

2.1.  Savills original Oct 21 report focused on 3 x Ashwood Homes schemes in Holbeach

(with sales mostly from 2019 and 2020), together with a single new build sale in

Whaplode and also ‘second-hand’ bungalows in Holbeach.
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Independent Viability Experts RICS Regulated Firm Company No. 10377118 Written in Confidence @
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2.2.

2.3.

2.4.

In our Feb 22, we note that the most recent (and closest) evidence was from Jelson
Homes’ Northons Court scheme, which is situated just over 100m to the eastern edge
of the subject site. We identified 5 sales all from March 2021. We also noted Loosegate
Homes’ Wignals Wood scheme, around 0.3 miles from the subject site. These sales
were from 2020. We also considered asking prices at the time of our report, to provide
an insight into how value expectations had changed in 2022 (following strong levels of

inflation in the previous 12 months or so).

In their March 22 note Savills do refer to the Jelson Homes Northons Court scheme,
indicating that there have been 6 transactions all as at March 21. Based on this
evidence, Savills conclude that that there is justification for uplifting their Oct 21

adopted values.

Savills go on to refer to our 5% uplift in value allowed from these transactions as at
March 21 to the viability assessment date of Feb 22. Savills state “There is no evidence
to support this on site specific new home schemes within Holbeach. We therefore have
concerns that this is a very crude approach that doesn’t reflect actual sales prices

achieved”. We would comment on this as follows:

- The Jelson Homes transactions from March 21 is considered to be the closest and
most up to date evidence available for new build housing in this locality. We
maintain our view that this is an important source of evidence when assessing

dwelling values at the subject scheme.
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In terms of the general market, it is accepted that residential values have been
subject to inflation during the period from Mar 21 to Feb 22. This is supported by
the indexation evidence referred to in para 4.7 of our Feb 22 report. Of the
indexation rates assessed, 2 suggest that values increased by 9.10% to 10.74%. The
other suggests 4.66% (although this latter dataset only goes up to Sept 21 and
furthermore only refers to sales achieved for specific housing, not all housing
values, so the level of increase is skewed by the nature of the stock that happened

to sell in that particular area during that particular period).

Savills suggest there is no evidence of new build inflation. However, we note the 3
semi-detached dwellings (each of 72 sqg m and the “Plover” house type) sold in
March 2021 for £175,000. At the current time at Northons Court, The Sanderling
(a smaller 2 bed semi) is currently being marketed at an asking price of £189,500.
This is evidence that value expectation has changed significantly within the last 12

months or so, which is consistent with an indication of inflation.

We would therefore strongly disagree with any view which suggests values have
not been subject to inflation from March 21 to Fee 22. Both the wider indexation
evidence and also local price expectations suggest otherwise. In our view, the
question is not therefore whether inflation took place, but instead how much

inflation.

As per our Feb 22, we adopted what we considered to be a cautious approach and
adopted an average 5% uplift against the values shown at March 21. We stand by

this as being reasonable and reflective of clear inflationary pressure in the market.
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2.5.

2.6.

- In this regard, and for context, we note that our 2 bed semi-detached value was
£175,000 (compared to £141,689 as shown in Savills appraisal). Against the
Northons Court current asking price of £189,500 for a 2 bed semi we remain of the

view that our allowance is not overstated.

Savills do, though, go on to state that “Notwithstanding the above, there is a
recognition that prices have risen since our previous evidence was provided and we
are therefore able to show the following improvements in our opinion of value...”.
Savills go on to adjust their Oct 21 values from an overall average of £2,203 per sq m
up to £2,330 per sq m. This is an overall increase from £135,157,000 to £14,291,000
(an uplift of circa £7,752,000).

We have revisited the evidence and would comment on the adjustments as follows:

- 2bedsemi 67 sq m: Savills now adopt a value of £170,000 (£2,537 per sq m), which
compares to our allowance of £175,000 (£2,612 per sq m). For a similar sized semi
(although slightly larger at 72 sq m) at Northons Court in March 21 a value of
£175,000 (£2,431 per sq m) was achieved. Applying our 5% uplift for inflation, gives
a current value of £183,750 (£2,552 per sq m). Having reconsidered this, we accept
that Savills adjusted value is closer to our analysed evidence. On this basis, we have

accepted this compromise in our appraisal.
- 2 bed terrace 67 sq m: we would expect a circa £5,000 deduction for a terrace

compared to the equivalent semi. Savills adjusted figure of £165,000 is therefore

reasonable in light of our above adjustment.
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3 bed semi 82 sq m: Savills now adopt a value of £190,000 (£2,317 per sq m), which
compares to our allowance of £195,000 (£2,378 per sq m). In terms of evidence, at
Northons Court we note a 3 bed detached of 82 sq m sold in Mar 21 for £237,000
(£2,890 per sq m). With a 5% uplift for inflation this equates to £248,850. Whilst a
semi will naturally have a lower value than an equivalent detached, the limit of
discount should be within reason. Our own figure of £195,000 already represents
a discount of around £55,000 compared to this detached dwelling, which (if
anything) could be argued to be overly cautious. We also note that a 3 bed semi at
Northons Court is currently being marketed at an asking price of £209,950, which
again points to a higher figure. In light of this, and adopting a cautious approach,

we retain our view that our value of £195,000 is not overstated.

3 bed terrace 82 sq m: again allowing a £5,000 deduction compared to the
equivalent terrace means that we retain our view that our figure of £190,000 is

appropriate.

4 bed detached 133 sq m: Savills now adopt a value of £280,000 (£2,105 per sq m),
which compares to our allowance of £310,000 (£2,331 per sq m). In terms of
evidence, we note at Wignals Wood a similar detached of 130 sq m sold for
£350,000 in Oct 2020. There is also another detached of 132 sq m at Wignals Wood
currently sold subject to contract at £335,000. We also note at Northons Court a
significantly smaller 3 bed detached currently has an asking price of £279,950. In
light of this, we consider Savills’ adopted figure of £280,000 to be below

expectations. We retain our view that £310,000 is reasonable.
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3 bed detached 119 sg m: Savills now adopt a value of £255,000 (£2,143 per sq m),
which compares to our allowance of £275,000 (£2,311 per sq m). In terms of
evidence, we note at Holbeach Meadows a similar detached of 119 sq m sold for
£255,000 in Oct 2020. There has been significant sales price inflation since this
time, which needs to be factored into the assessment of value. We also note at
Wignals Wood a smaller 3 bed detached of 111 sq m currently has an asking price
of £289,950. Likewise, at Northons Court a 3 bed detached currently has an asking
price of £279,950. In light of this, we consider Savills’ adopted figure of £255,000

to be below expectations. We retain our view that £275,000 is reasonable.

5 bed detached 160 sq m: Savills now adopt a value of £330,000 (£2,063 per sq m),
which compares to our allowance of £360,000 (£2,250 per sq m). In terms of
evidence, we note at Northons Lane a 4 bed detached (therefore smaller than the
5 bed) is currently being marketed for sale at an asking price of £359,950. Within
this context, for a larger 5 bed detached (even after sales incentives) we consider

a value of £360,000 to be justifiable.

2 bed detached bungalow 75 sq m: Savills now adopt a value of £205,000 (£2,733
per sqg m), which compares to our allowance of £225,000 (£3,000 per sq m).
Evidence is more limited for the bungalows. However, we do note that for a 2 bed
bungalow of 75 sq m at Holbeach Meadows the current asking price is £262,000.
Within this context, we do not consider our allowance of £225,000 to be

overstated.

2 bed semi bungalow 70 sq m: Savills now adopt a value of £195,000 (£2,786 per
sq m), which compares to our allowance of £205,000 (£2,929 per sq m). On
reflection, we consider a £20,000 deduction compared to the larger detached

version to be ambitious. And adjustment to £195,000 is reasonable.

7

Independent Viability Experts RICS Regulated Firm Company No. 10377118 Written in Confidence @
CcPV



- 3 bed detached bungalow 85 sq m: Savills now adopt a value of £230,000 (£2,706
per sq m), which compares to our allowance of £240,000 (£2,824 per sq m).
Evidence is more limited for the bungalows. However, we do note that for a 3 bed
bungalow of 94 sq m at Greenfield, Weston the current asking price is £290,000.
However, this is less certain and on reflection we agree that an adjustment to

£230,000 is reasonable.

- 3 bed semi bungalow 80 sq m: Savills now adopt a value of £210,000 (£2,625 per
sq m), which compares to our allowance of £220,000 (£2,750 per sg m). On
reflection, we consider an adjustment to £210,000 to be reasonable.

2.7. Out of the 11 different dwelling types, we have not subsequently accepted 5 of Savills
suggested adjustments, retaining our Feb 22 values for the remaining 6 types. Overall,

our adopted market values average £2,447 per sq m (before affordable housing is

factored in).

3. Update regarding build costs

3.1.  Savills adjust their construction costs in line with the figures used in our Feb 22

assessment. Build costs are now therefore agreed between the parties.
4. CPV updated appraisal

4.1. The only remaining area of disagreement in the appraisal therefore relates to the

adopted market values.
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4.2. Asdiscussed above in Section 2, we have adjusted some of our market values. In light
of this, we have updated appraisal to include these figures. Please see attached our
updated appraisal. This shows that with a benchmark land value of £8,000,000 the
scheme is able to viably support 143 affordable dwellings (22.03%), plus S106

contributions totalling £4,343,950. The 143 affordable dwellings are mixed as follows:

Affordable Shared
rent ownership
1 bed (19.58%) 26 2
2 bed (40.56%) 45 13
3 bed (34.97%) 29 21
4 bed (4.90%) 0 7

Subtotal 100 (69.93%) 43 (30.07%)

Total 143 (22.03%)

5. Conclusion

5.1. We note that, based on their updated appraisal, Savills suggest that 60 affordable

dwellings can be viably provided (9.24%).

5.2.  Based on our modelling, we cannot recommend acceptance of this offer. Instead, our
updated modelling shows that 143 (22.03%) affordable dwellings can be viably

supported.

Yours sincerely
David Newham MRICS

Director
' CP Viability Ltd
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Holbeach West
H09-0468-19

Viability appraisal - updated
DN-0628

Development Appraisal

Prepared by David Newham MRICS Director
CP Viability Ltd

11 May 2022



APPRAISAL SUMMARY CP VIABILITY LTD|

Holbeach West
H09-0468-19
Viability appraisal - updated

Appraisal Summary for Phase 1

Currency in £

REVENUE
Sales Valuation Units m? Sales Rate m?  Unit Price Gross Sales
Market value 506 50,187.00 2,438.58 241,868 122,385,000
Affordable rent 100 7,223.00 1,271.98 91,875 9,187,500
Shared ownership 43 3,747.00 1,622.20 141,358 6,078,375
Totals 649 61,157.00 137,650,875
NET REALISATION 137,650,875
OUTLAY
ACQUISITION COSTS
Residualised Price (36.42 Ha @ 219,758.15 /Hect) 8,003,592
8,003,592
Stamp Duty 389,680
Effective Stamp Duty Rate 4.87%
Agent Fee 1.00% 80,036
Legal Fee 0.50% 40,018
509,733
CONSTRUCTION COSTS
Construction m? Build Rate m? Cost
Market value 50,187.00 1,167.83 58,609,884
Affordable rent 7,223.00 1,167.83 8,435,236
Shared ownership 3,747.00 1,167.83 4,375,859
Totals 61,157.00 m? 71,420,979 71,420,979
Contingency 2,896,945
Abnormals 7,096,652
Healthcare 286,000
Education 3,624,400
Peppermint Junction works 433,550
14,337,547
Other Construction Costs
Externals 10.00% 7,142,098
7,142,098
PROFESSIONAL FEES
Professional fees 5,962,370
5,962,370
DISPOSAL FEES
Marketing & sales 2.50% 3,059,625
Legals - market value 506.00 un 750.00 /un 379,500
Legals - affordable 143.00 un 300.00 /un 42,900
3,482,025
TOTAL COSTS BEFORE FINANCE 110,858,344
FINANCE
Debit Rate 6.000%, Credit Rate 3.000% (Nominal)
Land 3,965,944
Construction 2,262,098
Other 307,908
Total Finance Cost 1,395,938
TOTAL COSTS 112,254,282
PROFIT
25,396,593
Performance Measures
Profit on Cost% 22.62%
Profit on GDV% 18.45%
IRR% (without Interest) 22.35%

Project: C:\Users\djnew\OneDrive\Documents\CASES\South HollandHOLBEACH - West\2022\Apprais\2022-05-11 Holbeach West (updated).wcfx
ARGUS Developer Version: 8.30.000 -2- Date: 11/05/2022



APPRAISAL SUMMARY

Holbeach West
H09-0468-19
Viability appraisal - updated

CP VIABILITY LTD|

Project: C:\Users\djnew\OneDrive\Documents\CASES\South HollandHOLBEACH - West\2022\Apprais\2022-05-11 Holbeach West (updated).wcfx
ARGUS Developer Version: 8.30.000 -3- Date: 11/05/2022





