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My name s Thomas Hegarn of 32-33 Coweroess Streel, London ECTM 8DF. T am o Member of the
Roval Institution of Charteraed Surveyors {“RICS™) having qualified in 2010 following the award of
an Honours degree in Real Estale Valuaglion and Management frorm the University of West

England, Bristol - in 2005,

In 2007 | joined the praciice of Turmner Morum Chartered Survaeyors and was made o Partner in
2013, tam o specialist in the field of developrment site appraisals and associated subjects. Some
of the work | am currently undertaking or have recently undertaken is aifached o this siatement

as Appendix 4.

regulary odvise ocross the whole of the UK on the value and potenfial of major frocts of
development land. | am currently insfructed by o substantial number of Local Authorities,
Landowners, Developers, Receivers & Liguidators and have extensive experiances in this field. 1am
an Accredited Bpart Withess and have previously provided Expert Vaoluation Bvidencs. | have
successfully underiaken the Advancad Professional Award in providing Expert Withess bvidence

& am abso an RICS Registerad Valuer,

Turmer Morum was appointed by the applicant, CALA Homes {South Home Counfies) Lidl
("CALA" in May 2022 to provide a financial viobility assessment in respect of their proposed
residential scheme af Westergate, West Sussex. The proposad scheme includes the provision of
400 units including both flats and houses. The net areg extends o 24.36 acres {9.846 hal with

gross areq of 47.8 acres {19.35 hal. A site location/layout plan is included of Appendix 1.

--‘Z

he original assessment was reviewed by Arun Council's appointed consuliant, Carter Jonas

"CITY i Ootober 2022, have now been instructed by CALA fo provide o refrashed viabiiily

assessment. However, where appropriate, Thave sought to maintain inpuls previously agreed with
Carter lonas ~ of adepiled their assumnptions with a view 1o reaching o swift agreement in the
refreshed viability negotiations. A copy of Carter Jonas' Vialbility Review is inciuded at Appendix
5,

In undertaking the enclosed analysis, | am aware of and follow the mandatory requirements sef

out in RICS Financial Viakiiity in Planning; Conduct & Reporting (2019 {Appendix 7).

Fom aiso aware of viabiliby guidance documents such as the RICS Financial Viability in Planning
(2012}, Viability Testing Local Plans {the Harman report} and the RICS Assessing viability in planning
under the NPPF 2019 for Englond {2027}, fam aiso oware of the Planning Practice Guidance on

Viabiity published following updates to the National Planning Policy Framework {MPPF)L

ARUN DISTRICT COUNCIL AL/11/24/0UT
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F0 MBUHANICE OF THE adintamewy
RN My rasidual appraisal analysis can be summarised os follows: -

° Appendix 2 Tab 1A - Appraisal reflecting the 400-unit scheme including 30% affordable

housing with an affordable housing fenure split of 7% affordable rent aond 8% shored

O

ownarship and 25% First Hormnes,

° Appendix 2 Tab 1B ~ Appraisal reflecting the 400-unit scheme including 20% affordable

housing with the same tenure spilf as above,

° Appendix 2 Tab 1C -~ Appraisal refiecting 400-unit scheme including 15% affordable housing

and the same fenure sgiit.

o Appendix 2 Tab 1D - Appraisal reflecting 400-unit scheme with 10% affordable housing and

the some fenure split,

R fwill now run through the various appraisal inputs in sequential order as they appear in my residual

appraisal analysis:

GECIM ORI 81 SEIW § R OEE A e e
HUMLTHNIIAL M & AUREARLLUS

&3 A breckdown of the residential mixis included ot Appendix 2 Tab 2 {Accommeodation Schedule)
with the mi including o mixture of market and offordable apartmentis/houses. The adopted
rasidential mix resulls in o density of 16.2 unils per net developable acre,

REVENEES

24 In my original assessment, MCC provided Market Revenue advice on o unit-by-unit basis whict
averoged £385 per square foot. Carter Jonas increased these revenues allowances to average
£38% per square foot in their Octolber 2022 review.

R MCC provided updated market revenue advice in November 2023 {Appendix 3} eguating io

c
362 per square foot which | have adogpted in this assessment. For the purposes of this updated

o

O
sy

ssessment, | have adopted maorket revenues in line with MCC's ossumptions. By way of
comparison the Land Registry HP has dropped by 4.81% betweaen Cctober 2022 and the lofest
available {see Appendix 3). If applied to Caorter Jonas' average revenue of £38% per square foot

frorm Qeotober 2022, this would show £370 per square foot today.

Carter lonas previously sought to roise Affordable Revenues in the Viobility Review -~ see

caragraph 5.1.4 of Appendix §. C disagreed with my own assumptions of applving diowances

I

ARUN DISTRICT COUNCIL AL/11/24/0UT
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equating to 50% of CMV o affordable rent units and 65% OMV to shared ownership units, and
nstfecd applied a value of £230 per square foot o affordalis rent units and £270 per square foot
to Shared Cwnership Units. | do not agree with this level of achievable affordable revenue, and

cartainly not in the current economic climate.

In this instance, Fhove maintained my previcus OMVY tenchmorked ond as | would consider these
o be based upon sfandard industry benchmark percentages of Cpen Market Value {"OMV™,
At 50% of ORY — offordable rent unils are now eguivalent 1o £181 per squars ool Fist Homes af
70% of OMY {capped ot £250k per unit] equating to £252 per square fool ond the shored
ownership values are mainfained at 5% of OMV — eguivalent to £238 per square fool. On the
basis of o 67% affordabie rent / 8% shared ownership / 25% First Homes tenure split, the blended

oo

affordable housing revenue equates fo 55% of OMY

The above revenue assumptions result in GDVs ranging from £128.38m at 30% affordable housing

1o £1446.49m at 10% affordable housing

Fees and mmrkeﬁng costs on the market housing are included ot 3.0% of the morket housing GDV
Allowances for First Homes are also inciuded at 3% of Fisst Home GDV {where cpplicakle].
Transaction costs are included at 0.5% of affordable housing GDV, with this allowonce infended
o reflact the costs associoted with fransferring the affordable housing from the deveioper to o

egistered Provider. This was praviously agreed by Cd of paragroph 5.2.7 of their report and |

have maintained this allowance again

Standard construction costs are derived from the Royal institution of Chartered Surveyors {RICS)
Builld Cost information Service {BCIS). Slondard corstruction cosis were previously agreed in

adopiing the ialest derived Median guartile figures for 'Estate Housing — Generally’ and 'Fiais -

Generally’. As per BCIS guidance, to the base construction costs | have made additional

allowances for locational weighting {1.08 Arun, West Sussex), net to gross on flats/aporiments

{(15%), extermnal cllowances {10%) and contingency (5%}, These inputs were dll previously adopted

by Carter Jonas.

The iatest aiicwances result in stondard construction costs of £168.27 per square foot for esiaie
housing and £223.74 per sqguare foot for flats. A breakdown of the stondard construction costs

included af Appendix 2 Tab 3.

Fhave maintainad alliowances for garages with costs for single and double garages, inciuded on

arate per unit basis. The enclosed appraisal assumes o cost allowance of £10.000 per single and

ARUN DISTRICT COUNCIL AL/11/24/0UT



£15,000 per double garage. Again, this waos previously agreed with Carter Jonas af paragraph
5.2.2 of their Repaort
S Partl construction cosis & praviously agread as an extra-over cost of £4k per dwelling. Within

this updated viability, however, | have also included an allowance for Part F cosls, again af 4k
per dwelling. By the time this scheme gets through the planning staoge and my client acguires the

site, they will be reguired o comply with Part F Building Regulations.

&N &

234 Allowances for professional fees were previously included ot 10% of the standard construction,
garage and Part L construction costs. Carter Jonas lowered these fees 1o 8% as per parg 5.2.6 of
their report and | have odopted their 8% cllowance in this instance with a view 1o agresing the

vicibility.

cocr
5

Developer profit allowances are again included based upon standard industry allowances, with
the developer profit included at 20% of the market housing GDV, 10% of First Homes GDV and ot
% for the aoffordable. It should be nofed that | previously adopted o profit of 15% of Fist Homes

GDV and have lowered this in line with CJ's 10%, with o view fo ogresing the viability.

218 These allowances resull in blended developer profit margins ranging from 18.0% of GDV af 30%
affordalle housing to 19.4% of GDRV ot 10% offordoble housing. In my opinicn, these profit
agllowances are the minimum amount required for a capitabintensive schame of this nature,
aspecially in current economic conditions — with considerable market sales unceriainty.

LAY In my original assessment, | included Infrastructure and Abnormal costs that were derived from

the Applicont’s infemal estimations. Corter Jonas lowered these costs somewhat and | have

adopied thelr base infrastructure ond Abnormal costs respectively, after applving oppropricie

indexation in fine with BCIS Allin TP {Appendix 4}, which has increased by 3.73%

s
FNN

et

A breakdown of these costs is included af Talbs 4A and 4B of Appendix 2 which now tofal £6.83m
for Infrastructure and £58.44m for Site Abnormals. it should also be noted that | previously applied
professional fees of 10% to these costs, which Carter Jonas abso lowered o 8%. in an altempti fo

reach aswift agreement, | have adopted their 8% ailowance in this instance

23%. Section 106 costs have been included ol £12.13m as derived from the Applicant’s current
astirnations, droawn from schemes of a similar size in this locality, eguating fo £30,325 per dwelling.
A full breakdown is included at Appendix 2 Tab 4C,
FINANCE QOSTS
A3 Allowances for finonce costs are calculated within quartery coshiiow appraisals reflecting the

]

projected revenus / cost amounts and fimings for each development scenarnc. It is assumed that

ARUN DISTRICT COUNCIL AL/11/24/0UT
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site clearance will commence immediaisly with residential construciion olse commencing in Q2
Year 1. With regards fo completions, the enciosed finance cashilows assume residential
complefions commencing from Q1 Yeor 2 with a sales rate of 25-morket completions per quarter
{cssuming two sales outlets] and affordalle disposals on a proporiionate basis. These
assumplions are in line with my previous assessment which was previously deemed reasonable

by Cl ot paragraph 5.2.11 of thair Viakility Review,

The cashflow appraisals now assume a debit i

nance rate of 8.5% per annum, which | believe is
appropricte in the current economic climate. This is an increase from the previously agreed 6.5%

ate however | would consider reflactive of changes in the economy — by way of comparison
when my original assessrment was submitted in June 2022 the Bonk of England Base rate was at

1.25% and it is cumrently at 5.25% - o 4% increase.

Thase assumptions resuit in folal finonce cosis of . £7.13m ot 30% affordable housing and £5.84m

at 10% affordable housing.

3.3, The Struciure of my Residudl Approisals produces o Residual Land Value {RLV] which is then
compared with an adopted Benchmark Land Vaiue [BLV]. i the RLV exceeds the Land Value, o
surplus is generaled and the scheme con be deemed "Viable", However, if the RLY is less than

ihe Land Value, o deficit s produced and ihe schame should be corsiderad "NMon-Viable™.

33 The issue of what is deemead fo be an appropriate BLY for inclusion within viabkility studiss is ot
prasant a highly topical subject. Planning appeal decisions and government guidance diciate
ihat one has to ignore the amount that s actually paid for a development site and instead adopt
an appropriaie BLV.

33 Within my original ancsiysis, | adopted a land vaolue derived from the latest Arun District Council
CIL Viability Update produced by HDH Planning and Deveiopment in July 2018, The adopted
Viability Thrashold within this document for agricultural land is included ot £330,000 per hactare,
which equates to o. £134,000 per gross acre. Carter Jonas lowered this 1o £125,000 per gross aore
which | hove adopted in my updated assessment — eguating to o BLY of some £5.774m.

3 | have then made allowances for Sfamp Duty Land Tax {SDLT) ot the prevailing rates {equating

4.82%) and Agent/legal fees at 1.75% of the total BLV. After making these allowances, the

fotal BLV adopted for the purposes of this cusessment equates o some £6.36%m.

!
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4.1 The results of the viability analysis can be summarised s follows:
Tab AH % RLV BLV Surplus/Deficit NZ::‘_'S::&&
Ta 30% £6,369.661 NON-VIABLE
b 20% £6,369.661 NON-VIABLE
1c 15% £6,369.661 NON-VIABLE
1d 10% £159,597 £6,369.661 NON-VIABLE

A3 As outlined within the above table, in order to assess the viability, | have underiaken o sensitivity
analysis by varying the levels of affordable housing. Furthermore, the model has also besn set-up
o consider further scenarios {including amendments o fenure efc.) and these can be examined

in due course i required.

£, NOMNIECHMCOAL STMAMARY
8.1 The Structure of my Residual Appraisals produces o Residual Land Value {RLVY which is then

compared with an appropriaie Benchrmark Land Value [BLVI i the RLY excesds the BLV. «
surplus is generated ond the scheme can be deemed “Viable". However, if the RLV is less than
the BLY, a deficlt is produced and the scheme should be considered "Non-Viable”. | have

provicked o comparison tabie below 1o outiine the points that ore agreed/ not agreed with Carter

Jonas:
370 per H2
AMarkel Revenues £363 per fi2 w7 i el Not Agread
{Indexed])
£181 pst AR £230 pst AR
Alfordable Revenues R Not Agreed
£235 pef 50 £270 psf 50 ¢
Fees and Markeling
3.0% 3.0% Agreed
(Market): WA QU \gree
Transachton Cosls
0.5% 0.5% Agreed
{Affordable): ° ° gree
Standard ConstrucH
e ; ensifuchion Latest Median BCIS Latest Median BCIS Agresd
Cosis
Confingency 5% 5% Agreed
Professional Fees: 8% 8% Agreed

ARUN DISTRICT COUNCIL AL/11/24/0UT
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207 Market GDV 20% Market GDV
Developer Proft 10% FH GDV 10% FH GOV Agreed
&% AH GDV &% AR GDV
Finance Rale: §.5% 6.5% Not Agresd

BLV per Gross Acre

£125k per Gross Acre

£125k per Gross Acrs

Agreed

& CONTILUSHNNS
&1 Aswill be observe

assuming affordabile housing quantifies ranging from policy {30%) to 10

P
e

dfrom the Surmmary Co

nclusions, the scheme is considered "Non-Viabie" whe

radable housing.

Lo Inthisinstance,  can corfinm that CALA are prepared o proceed with the scheme on the basis

of 10% offordable housing and 1046 contributions of £12.13m despiie the deficit of circa £6.2m —

provided this does

e
L%

vould effectively be forgoin

not increase any further.

This deficit essentially represents an amount of ‘usually obtainable’

daveloper profit that my client

g’ in order to sae tha scheme proceed. Howeaver, i the deficit were

o increase further — as a result of a requirement for additional affordable or s106 contributions -

]

procesding.

1
e
e,
o

the achievable profit would reduce.

rust this provides a

uitable summary: Hwould welcome the opportunity io

with vou at vour earliest convenience.
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which would place doubt over

the development

cuss my findings




