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Viability Results

10.1.

R F S B,

Appraisal Results

The results of the development appraisal:-model 5.24 (Appendix 22) demonstrate that the
scheme in.its current form, incorporating the development costs as laid out in-para 8.2 of this
report delivers a.profit on cost of cand aniRR of

When compared to the viability benchmark figures of 25% Profit on Cost and. 20% IRR it is
evident that the developer's return delivered by an lllustrative Maste lan does not meet or
exceed anacceptable risk-adjusted market return and Is therefore unviable :

Furthermore when the viability of the individual phases re:gxam ned in ssolatton (Table 19), it
becomes even more evident that consideration should be given to ways i which the viability
gap might be broached in order to aliow the initial‘phases tobe brcughi forward and the
Masterplan delivered.

Table 18

Phase 1

Phase. 2

Phase 3

Phase 4
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Options Analysis

11.1

11.2

11.4

As detagiled in the previous chapter, the proposed:scheme in its current format can:not-viably
sustain the level of planning obligations assumet within the planning application. [ttherefore
follows that in order to ensure-viability and enable the: development to be deliverable; the level
of planning obiigations should be considered.

in-order to inform future discussions surrounding the @ppropriate level of planning obligations
for the Site with Southwark Council and the GLA as-well-as thelr_:mdepend t reviiewers we
would suggest that the following options be considered: -

All Intermediate housing provided as discount to market sale at 85% of Market Value.

Al Intermiediate housing:provided as discount to market sale at 75% of Market Value.

adopted policy on affordability thresholds.

All Intermediate ‘housing provided as Shared Owrigrshipunits compliant with the mid point
hetween. Shithwark Council's emerging policy and the GLA's adopted policy on:affordability
thresholds:

Once the value enhancements options have been fully examined, should there be a
requirement for further redress to-the-yiability gap we would advise that the Applicant seek
guidance from Southwark Council and the GLA with respect to points 2-4 abave.
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I intermediate housing provided as Shared Ownership units compliant with the GLA's
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12. Conclusions

In our opinien and based on the economic viability assessment carried out in accordance with
the defined guidelines of the Greater London Authority and the emerging guidance from the
RICS, it is evident that the scheme cannot afford to provide the proposed level of planning
ohligations.

The appraisal model 6:24 indicates that & scheme providing the - propo edﬁ_, quanturn of

affordable housing and wider section 108 contributions dmes a developers returh. o
profiton.cost and

When compared with the viability benchmarks of 25% 'profxt on cost and 20% IRR, the
proposed scheme falls short of being commercially” wabte by no mal commercral measures -of

vigibiity:

The proposals for the Heygate Masterpla represent nany vears.of collaborative work betweén

the Applicant and Southwark Council in order {0 brmg forward this significant regengration-

project. Whilst the appraised scheme Vdoes nct currentiy ‘work in viability terms, as detailed in
chapter 11, there are a number’of ways.in whlch we believe the impact.of the proposed
planning obligations could bg mltrgated and the. ity of the scheme enhanced,

As such, we would' ommgn“dl hat the ‘value enhancement options are discussed -and
appraised in order to arrive,at-a mutually beneficial conclusion.
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Appendix 1 — Site Location Plan
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Appendix 4 — Proposed Accommodation Schedule
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Appendix 5 — Existing Accommodation Schedule




Appendix 6 — G&T Existing Use Refurbishment Costs

43




N

T

44

Appendix 7 — Existing Private Values Summary
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Appendix 8 — Existing Affordable Appraisal
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Appendix 9 — Existing Retail Values Summary
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Appendix 10 — Existing Office Valugs Summary
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Appendix 11 — EUV Appraisal
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Appendix 13 — Proposed Affordable Appraisal
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Appendix 15 — Farebrother Proposed B1 Office Values
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Appendix 16 — G&T Proposed Build Cost Estimate
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Appendix 17 — G&T Budget Savings Letter
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Appendix 18 — Escalation Rates
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Appendix 21 — Draft Heads of Terms
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Appendix 22 — E&C Financial Appraisal Mode! 6.24

Provided electronically on the submisston CD — NOT available In hard-copy.
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