Hannah Riddle

From: Claire Potts

Sent: 01 March 2022 12:26

To: Planning.Responses

Subject: LU/238/20/0UT - Land west of Bridge Road Roundabout, Littlehampton
Attachments: Hampton Quay 8 sown median 5 year build cost March 21.xIsm; Hampton Quay 8

sown median default build cost March 21.xIsm; Hampton Quay 8 sown UQ 5 year
build cost March 21.xlsm; Hampton Quay 8 sown UQ default build cost March

27.xlsm
Follow Up Flag: Follow up
Flag Status: Flagged
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To register to receive notification of planning applications in your area please go to
hetes Mwwwl arungov.uldplanning-application-finder
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rrom: emily Hatch [

Sent: 14 June 2021 14:21

To: Raymond Cole le@arun.gov

Cc: Rob Richard Dixo G < < -

Nick Molyneux <nick@dixonsearie.co.uk>; Tallulah Hyde

Subject: RE: DSP20419M LU/238/20/0UT - Land west of Bridge Road Roundabout, Littlehampton

LN This email originated from outside of the organisation. You should take extra care when clicking
links or opening attachments - if you are unsure the content is safe contact the IT Helpdesk before clicking
or opening.

Dear Raymond
We have reviewed the additional comments submitted by S106 Affordable Housing and our comments follow.

Build Costs

RICS’ BCIS provides an appropriate basis for build costs assumptions for this purpose — it is very often used. The BCIS
dataset includes a range of categories, however, which can result in quite variable figures being drawn out,
depending on the selection of the sub-set to use.

We consider the 5-year data figure to be the most appropriate rate to use. This is an approach we have taken
consistently across our recent viability reviews, and was in fact originally suggested by developers/applicants (at a
time when this position resulted in higher BCIS rates relative to the ‘default’ period figures and therefore
contributed to a reduced viability position). Many appraisals put to our clients by planning applicants use the 5-year
figures.

BCIS allows for different cut off points for its data sets. The ‘default period’ setting (as used in the assessment for
the applicant) draws upon tender price evidence submitted to RICS over the previous 15 years, but this can be cut at
5-year intervals from a minimum of 5 up to 45 years in order to provide details of tender pricing over a specific
period.

The residential construction data sets are considered to have reasonable samples in all period setting categories (i.e.

from 5 years upwards), and sample size is therefore deemed robust. Hence RICS publish BCIS with a minimum 5-year
period setting.
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The primary potential deficiency with using the ‘default period’ BCIS data set is the projects captured will have been
delivered under a different regulatory regime to the present Building Regulations. Consequently, the ‘default
period’, which reflects schemes constructed over the period 2006 to 2021 will include many schemes that do not
reflect current Building Regulations.

Projects tendered and constructed from 2016 to 2021 (i.e. max. 5 years old) are most representative of the cost of
delivering to the current regulatory and best practice regime; rather than projects tendered over the longer 15 year
‘default period’.

We note that S106AH have now provided sensitivity testing based upon the median rate and the upper quartile rate.
DSP have reviewed the latest BCIS rates (using the 5 year data set as noted above) and the information is included
below for reference.

Applying an allowance of 7.5% (for external works) to the median rates as highlighted above, would produce a build
rate of £1,514/m? (compared to the submitted £1,617/m?) for the 3-5 storey buildings and £1,752/m? (compared to
the submitted £1,912/m?) for the 6+ storey Bridge Reach.

Applying an allowance of 7.5% to the upper quartile rates as highlighted above, would produce a build rate of
£1,808/m? (compared to the submitted £1,912/m?) for the 3-5 storey buildings and £1,936/m? (compared to the
submitted £2,221/m?) for the 6+ storey Bridge Reach.

We note that S106AH have undertaken sensitivity testing applying the various sets of BCIS data.

Gross Development Value

S106AH state that it is unrealistic to assume very high values but very low build costs. DSP’s view is that the
submitted values are within the expected range (not above the normal range) for a riverside setting. DSP have not
made any adjustments to the sales values assumptions. However, our view remains unchanged that the
assumptions are potentially cautious for a development of the stated nature. On this basis, we remain of the view
that the BCIS median cost rate provides an appropriate basis in the circumstances. Clearly this remains a debated
aspect, with the overall viability indications highly sensitive to this.

Ground Rents

S106AH, correctly in our view, include a capital contribution from ground rents within the appraisals. However, they
state that the inclusion of the capital contribution “poses an added burden on the GDV” because of the “impending
change to the law to remove ground rents”. The Government has indicated its intention to bring forward the
relevant legislation, but as yet no legislation has been enacted. The latest available information published indicates
that the proposed changes are not imminent by any means. If the development is restricted from charging ground
rents due to future legislation then this would have the effect of reducing any identified surplus.
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Mooring Income
S106AH state that they have compiled information about all the mooring rates in the area and that the information
is attached. However, we have not had sight of this information.

Our comments on the assumptions included within the submitted appraisal are as follows.
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We have not made any adjustments to these assumptions and we suggest that in order to continue this mode of
dialogue the Council would need to request the evidence of moorings rates and further evidence regarding the
submitted build costs related to this aspect.

CIL

ClIL is included at £724,400. We recommend that the Council confirms the CIL liability. This is no change from our
review. Again, as noted in our original review, any change in the chargeable sum(s) would have an impact on the
overall viability of the scheme as viewed through the appraisal - a reduction in the CIL cost assumption would
improve the viability outcome and an increase would pull it downwards (looking at the effect of this assumption
only).

Highways

An allowance of £350,000 has been included within the appraisals. No breakdown of these costs has been provided
and as above the Council may wish to request additional evidence. With no verification or information to the
contrary, we have not made any adjustments to the assumed costs at this stage.

Conclusion
We have provided a results table below setting out the latest (28™ April) appraisal outcomes as provided by SI06AH.
As noted above, the results include a capital contribution from ground rents.

Surplusfaatioh when compared
boy the assumed BLY of £45,000
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S106AH state that: “Only one, the median 5 year, shows a surplus the other 3 all show a negative.
This shows the sensitivity testing to the appropriate choice of BCIS rates. We believe that it is important that a

balanced view on the build cost / risk needs to be adopted, if this development is to ever migrate from paper to the
built environment and to provided much needed homes in the area.”
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S106AH do provide results with the ground rent income removed and the outcome remains the same — only when
the BCIS median 5 year rate is adopted does the scheme produce a surplus.

As above, this cannot in itself be entirely conclusive at this point. There are a number of matters that would need to
be clarified and / or considered further in order to meaningfully progress this further.

In our view the onus is on the applicant to prove that a departure from policy is appropriate. There are a number of
matters as yet not clarified (including on CIL/s.106 /moorings and other uncertainties (differences of opinion that
may not be readily resolved) but in our view we do not have a situation whereby the applicant has satisfactorily
justified the 8 proposed affordable (shared ownership) homes as being the most that can be accommodated.

Our evaluation of the scheme still indicates the potential for a significant surplus {indicating scope to do more
towards meeting AH needs). S106AH have provided sensitivity testing utilising additional BCIS build rates but it is not
unusual for differences of opinion to exist. S106 AH have confirmed that if the build costs cannot be agreed then
they suggest that the best solution is to obtain a cost plan. There is an option for the Council to request the
additional evidence of a cost plan and to have the costs reviewed by a third party, although this would add time and
cost.

Whatever level of affordable housing is finally agreed (if below a policy compliant level) it remains an option for the
Council to include a late stage review mechanism (within the s.106). If undertaken based on development values
and build costs as those pan out (compared with current viability assumptions) this could be a way forward, perhaps
— to capture any positive movement in the relationship between the development costs and values.

Should you have any queries, please do not hesitate to contact me.

Kind regards
Emily
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wiww, dixgnsearie.co.uk.
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