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Agreement

dated /éfjc@ 2019

parties

)

@)

@)

BISH 1 Limited (company number 10775630) whose registered office is situate at
Portland House, 69-71 Wembley Hill Road, Wembley HA9 8BU (the Owner);

Welwyn Hatfield Borough Council of Council Offices, The Campus, Welwyn Garden
City, Hertfordshire (the Council); and

Hertfordshire County Council of County Hall, Pegs Lane, Hertford, Hertfordshire (the
County).

Introduction

(A)

(B)

©)

(D)

(E)

(F)

The Council and County are the local planning authorities for the purposes of the Act for
the area within which the Application Site is situated and as such are the local planning
authorities entitled to enforce the terms of this Agreement.

The County is also the Highway Authority the Education Authority the Library Authority the
Social Services Authority and the Fire and Rescue Authority for the area within which the
Application Site is situated.

The Owner is the freehold owner of the whole of the Application Site.

The Application has been made to the Council for planning permission for the
Development on the Application Site.

The Council has resolved to grant planning permission subject amongst other things to the
prior completion of this Agreement.

The Council and County consider it expedient that should planning permission be granted
pursuant to the Application that provision should be made for regulating or facilitating the
development or use of the Application Site in the manner hereinafter appearing and the
Council and County considers that entering into this Agreement will be of benefit to the
public.

Agreed terms

1

1.1

Definitions and interpretation
Definitions

For the purposes of this Agreement (including the Recitals) the following expressions shall
have the following meanings in addition to the definitions set out in the Schedules hereto:

Act means the Town and Country Planning Act 1990 (as amended);

Application means the application for planning permission submitted to the Council dated
18 September 2018 for the Development and allocated reference number
6/2018/2387/MAJ;
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Application Site means the land known as 37 Broadwater Road, Welwyn Garden City,
AL7 3AX as shown edged red on the Plan being the land registered at the Land Registry
under title number HD154676;

Commencement Date means the date on which any material operation (as defined in
Section 56(4) of the Act) forming part of the Development begins to be carried out other
than (for the purposes of this Agreement and for no other purpose) operations consisting
of site survey site clearance archaeological investigations for the purpose of assessing
ground conditions preparation work remedial or remediation work in respect of any
contamination or other adverse ground conditions diversion and laying or removal of
services erection of any temporary means of enclosure including fences and hoardings the
temporary display of site notices or advertisements and Commencement and
Commence shall mutatis mutandis be construed accordingly;

Development means construction of new build of 22 x 2 Bedroom and 2 x 3 Bedroom
residential apartments with balconies and a roof garden. Layout of 26 car parking spaces,
cycle parking, refuse store, internal access routes, landscaping and supporting
infrastructure as set out in the Application;

Director for Environment means the County’'s Chief Executive and Director of
Environment for the time being and his agents;

Dwelling means any dwelling (including a house flat or maisonette) to be constructed
pursuant to the Planning Permission and Dwellings shall be construed accordingly;

Fire and Rescue Authority means that part of the County known as the Hertfordshire
Fire and Rescue Service;

Head of Planning means Head of Planning of the Council and shall include their duly
authorised agents and representatives or any successor;

Interest means interest at 4 per cent above the base lending rate of Barclays Bank Plc
from time to time;

Monitoring Fee means the payment of five thousand pounds (£5,000.00) towards the
Council's reasonable and proper administrative costs of monitoring compliance with the
provisions of this Agreement

Notice of Commencement means the written notice the form of which is contained at
Appendix 1 of this Agreement advising of the proposed Commencement Date;

Occupation means occupation of the land or buildings for the purposes permitted by the
Planning Permission but not including occupation by personnel engaged in construction
fitting out or decoration or occupation for marketing or display or occupation in relation to
security operations and Occupied and Occupy shall be construed accordingly;

Parties means the parties to this Agreement and Party shall mean one of any of the
Parties;

Plan means the plan attached to this Agreement at Appendix 2;
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Planning Permission means the planning permission to be granted by the Council
pursuant to the Application;

Practical Completion means issue of a certificate of practical completion of the
Development by the Owner’s architect or in the event that the Development is constructed
by a party other than the Owner the issue of a certificate of practical completion by that
other party’s architect that the Development has been constructed and is available for
Occupation;

PUBSEC Index means the Tender Price Index of the Public Sector Non-Housing
Smoothed All-In Index published by the Building Cost Information Service of the Royal
Institution of Chartered Surveyors (or any successor organisation) and specifically the
series called "Extension of Public Sector Tender Price Index of Public Sector Building
Non-Housing" (or equivalent replacement index);

Schedules means Schedules 1 to 5 contained in this Agreement; and

Working Days means any day from Monday to Friday (inclusive) which is not Christmas
Day Good Friday or a statutory Bank Holiday and “Working Day” shall be construed
accordingly.

1.2 Interpretation

1.2.1 Where in this Agreement reference is made to any clause paragraph or
schedule or recital such reference (unless the context otherwise requires) is a
reference to a clause paragraph or schedule or recital in this Agreement.

1.2.2 Words importing the singular meaning where the context so admits include the
plural meaning and vice versa.

1.2.3 Words of the masculine gender include the feminine and neuter genders and
words denoting actual persons include companies corporations and firms and
all such words shall be construed interchangeable in that manner.

1.2.4 Wherever there is more than one person named as a party and where more
than one party undertakes an obligation all their obligations can be enforced
against all of them jointly and severally unless there is an express provision
otherwise.

1.25 Any reference to an Act of Parliament shall include any modification extension
or re-enactment of that Act for the time being in force and shall include all
instruments orders plans regulations permissions and directions for the time
being made issued or given under that Act or deriving validity from it.

1.2.6 References to any party to this Agreement shall include the successors in title
to that party and to any person deriving title through or under that party and in
the case of the Council and the County the successors to their respective
statutory functions.

1.2.7 The headings and contents list are for reference only and shall not affect
construction.
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2.2

2.3

4.1

4.2

4.3

4.4

1.2.8 The words including and include shall be deemed to be followed by the words
without limitation.

1.2.9 References in this Agreement to development shall have the meaning given to
it by Section 55 of the Act.

Legal basis

This Agreement is made pursuant to Section 106 of the Act and to the extent that they fall
within the terms of Section 106 of the Act, the obligations contained in this Agreement are
planning obligations for the purposes of Section 106 of the Act and are enforceable by the
Council and the County against the Owner in respect of the Application Site.

To the extent that any of the obligations contained in this Agreement are not planning
obligations within the meaning of the Act they are entered into pursuant to the powers
contained in Section 111 of the Local Government Act 1972 Section 1 of the Localism Act
2011 and all other enabling powers.

The Owner enters into the obligations (for itself and its successors in title and persons
deriving title from the Owner) with the Council and the County with the intent that the
obligations contained in this Agreement shall be enforceable not only against the Owner
but also against the successors in title of the Owner and any person claiming through or
under the Owner an interest or estate in the Application Site or any part thereof.

Conditionality

This Agreement shall come into immediate effect save for is the obligations in the
Schedules which are conditional upon the grant of the Planning Permission and
Commencement of the Development.

Miscellaneous

The Owner hereby warrants that it is the owner of the freehold of the Application Site and
that no other party has a material interest in the Application Site.

No provisions of this Agreement shall be enforceable by any third party under the
Contracts (Rights of Third Parties) Act 1999 nor does it confer or purport to confer any
right to enforce any of the terms and provisions of this Agreement to any person who is not
a party or successor in title or statutory successor to a party hereto.

This Agreement shall be registrable as a Local Land Charge by the Council and County.

Any notice to the parties hereto under this Agreement shall be deemed to be sufficiently
served if delivered personally or by recorded delivery service to the following
officials/persons at the respective addresses hereinafter specified:

In respect of the Owner at: the Owner's registered office address from time to time (or if
the Owner is an individual at that individual last known place of residence)

In respect of the Council at:

The Head of Planning
Welwyn Hatfield Borough Council
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4.5

4.6

4.7

4.8

4.9

4.10

4.11

Council Offices

The Campus

Welwyn Garden City
Herts AL8 6AE

Ref: 6/2018/2387/MAJ

In respect of the County at:

The Chief Legal Officer

Hertfordshire County Council County Hall, Pegs Lane
Hertford

Herts SG13 8DE

Ref: 012567

Insofar as any clause or clauses of this Agreement are found (for whatever reason) to be
invalid illegal or unenforceable then such invalidity illegality or unenforceability shall not
affect the validity or enforceability of the remaining provisions of this Agreement.

This Agreement shall cease to have effect (insofar only as it has not already been
complied with) if the Planning Permission shall be quashed revoked or otherwise
withdrawn or expires prior to the Commencement Date.

No person will be liable for any breach of the terms of this Agreement occurring after the
date on which they part with their entire interest in the Application Site save that they will
remain liable for any breaches of this Agreement occurring before that date.

Any agreement obligation covenant or undertaking contained herein by the Owner, the
Mortgagee, the County or the Council which comprise more than one person or entity shall
be joint and several. Where any agreement obligation covenant or undertaking is made
with or undertaken towards any of the parties to this Agreement which comprise more than
one person it shall be construed as having been made with or undertaken towards each
such person separately.

No compensation shall be payable by the Council or the County to any party to this
Agreement or their successors in title and assigns arising from the terms of this
Agreement and unless specified otherwise in this Agreement all works and activities to be
executed hereunder (including such as are of a preparatory ancillary or maintenance
nature) are (save where expressly provided otherwise) to be at the sole expense of the
successors in title to the Owner and at no cost to the Council or the County.

The Owner grants an irrevocable licence to the Council and/or the County and/or any
person duly authorised or instructed by them to enter upon any part of the Application Site
at any reasonable time subject to providing written notice to the Owner (and immediately
in the event of an emergency) to ascertain whether the terms of this Agreement
and/or of the Planning Permission are or have been complied with subject to complying
with all health and safety requirements required by the Owner.

Nothing in this Agreement shall be construed as imposing a contractual obligation upon
the Council as to the issue of the Planning Permission or as restricting the exercise by the
Council or the County of any statutory powers exercisable by them respectively under the
Act or under any other act or authority.
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4.12

4.13

5.1

6.1

Nothing in this Agreement shall prejudice or affect the rights powers duties and obligations
of the Council and the County in the exercise of their functions in any capacity and the
rights powers duties and obligations of the Council and the County under private public or
subordinate legislation may be effectively exercised as if neither were a party to this
Agreement (and in particular neither shall be precluded from entering into any agreement
under the Act and/or under any other act or authority with any other party and shall not be
deemed to be in breach of this Agreement by so doing).

Save for the restrictions on Occupation and use set out herein, this Agreement shall not be
enforceable against an individual owner occupier of the Development or their mortgagee
or chargee.

Obligations of the Owner
The Owner so as to bind the Application Site covenants with the Council and the County:

511 to comply with its obligations set out in this Agreement and the Schedules to
this Agreement;

5.1.2 to pay to the Council the Monitoring Fee on completion of this Agreement;

5.1.3 to pay to the Council and County on completion of this Agreement their
respective reasonable legal costs and disbursements of and incidental to the
negotiation preparation and execution of this Agreement.

5.1.4 to provide the Notice of Commencement to the Council and the County no later
than twenty (20) Working Days prior to the Commencement Date using the pro-
forma set out in Appendix 1 hereto;

5.1.5 to give the County and the Council no less than five (5) Working Days notice of
the first Occupation of the Development such notice to be in writing using the
pro-forma set out in Appendix 1 hereto; and

5.1.6 to give the County and the Council no less than five (5) Working Days notice of
the Practical Completion of the Development such notice to be in writing using
the pro-forma set out in Appendix 1 hereto.

5.1.7 to give the County and the Council no less than five (5) Working Days notice of
Occupation of the 14" Dwelling such notice to be in writing using the pro-forma
set out in Appendix 1 hereto

Covenants by the Council

The Council (in respect of the obligations to be performed in favour of the Council) and
County (in respect of the obligations to be performed in favour of the County) covenant
separately with the Owner:

6.1.1 to provide written confirmation, at the written request of the Owner, of the
discharge of the obligations contained in this Agreement when satisfied that
such obligations have been performed;

6.1.2 to act reasonably, properly and diligently in exercising their discretion and
discharging their functions under this Agreement. In particular, where any
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notice, consent, approval, authorisation, agreement or other similar affirmation
is required under the terms of the Agreement, the Council (or the County as the
case may be) will not unreasonably withhold or delay such notice, consent,
approval, authorisation, agreement or other similar affirmation;

6.1.3 to use all sums received from the Owner under the terms of this Agreement for
the purpose(s) specified in this Agreement for which they are paid;

6.1.4 upon written request to repay to the person who paid it any sums received from
the Owner pursuant to the Schedules to this Agreement which have not been
expended or contractually committed in accordance with the provisions of this
Agreement within ten (10) years of the date of receipt PROVIDED THAT such
written request shall only be made within one (1) year commencing from the
date of the expiry of the aforementioned ten (10) year period and in the event of
no written request being made within such period any unexpended sum
together with accrued interest shall be released to the Council and County
without limitation and free from any liability and obligations on the part of the
Council and County.

7 Waiver

No waiver (whether expressed or implied) by the Council (or the County) of any breach or
default in performing or observing any of the covenants terms or conditions of this
Agreement shall constitute a continuing waiver and no such waiver shall prevent the
Council (or the County) from enforcing any of the relevant terms or conditions or for acting
upon any subsequent breach or default.

8 Change in ownership

Otherwise than in relation to transfers to utility companies the Owner shall give to the
Council and the County within 1 (one) month of the Owner disposing of any part of the
Application Site written notice of the name and address of the person to whom the
Application Site or any part has been transferred.

9 Interest

If any payment by the Owner due under this Agreement is paid late Interest will be payable
from the date payment is due to the date of payment.

10 Indexation — Contributions payable to the County

10.1 The Library Contribution, the Nursery and Childcare Contributions shall each be index-
linked to increases in the PUBSEC Index by the application of the formula A = B x (C + D)
where:

A is the total amount to be paid;
B is the principal sum stated in this Agreement;
C is the PUBSEC Index for the date upon which the payment is actually paid;

D is the figure of 175; and
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10.2

11

111

12

13

131

13.2

13.3

And where C+D is less than 1, C+D shall be deemed to equal 1

Where any sum to be paid to the County under the terms of this Agreement is required to
be indexed then an interim payment shall initially be made based on the latest available
forecast figure (or figures as the case may be) at the date of payment and any payment or
payments by way of adjustment shall be made within ten (10) Working Days of written
demand by the County once the relevant indices have been finalised.

Indexation — Contributions payable to the Council

The Public Open Space Contribution, the Play Facilities Contribution, the Affordable
Housing Contribution and the Waste and Recycling Contribution shall each be index linked
to increases in the PUBSEC Index by the application of the formula A = B x (C + D) where:

A is the total amount to be paid;

B is the principal sum stated in this Agreement;

C is the PUBSEC Index for the date upon which the payment is actually paid and;
D is the figure of 178

And where C-+D is less than 1, C+D shall be deemed to equal 1

Value Added Tax

All contributions paid in accordance with the terms of this Agreement shall be exclusive of
any value added tax properly payable.

Dispute provisions

One party may by serving notice on all the other parties (the Notice) require a dispute to
be referred to an expert for determination.

The Notice must specify:
13.2.1 The nature, basis and brief description of the dispute;

13.2.2 The clause or paragraph of a schedule or appendix pursuant to which the
dispute has arisen; and

13.2.3 The proposed expert.

The expert may be agreed upon by the Parties and in the absence of such agreement
within one month of the date that the notice is issued pursuant to clause 13.1 either Party
may request that the following nominate the expert at their joint expense:

13.3.1 If such dispute relates to matters concerning the construction, interpretation
and/or the application of this Agreement, the Chairman of the Bar Council to
nominate the expert;
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134

135

13.6

13.7

13.8

13.9

13.10

13.3.2 If such dispute relates to matters requiring a specialist chartered surveyor, the
President of the Royal Institution of Chartered Surveyors to nominate the
expert;

13.3.3 If such dispute relates to matters requiring a specialist chartered civil engineer
or specialist transport advice, the President of the Institution of Civil Engineers
to nominate the expert;

13.3.4 If such dispute relates to matters requiring a specialist chartered accountant,
the President of the Institute of Chartered Accountants in England and Wales to
nominate the expert;

13.35 If such dispute relates to Affordable Housing the expert shall be nominated by
the President of the Royal Town Planning Institute; and

13.3.6 In all other cases, the President of the Law Society to nominate the expert
provided that if a dispute relates to a matter falling within two or more of sub-
clauses 13.3.1 to 13.3.5 the President of the Law Society may nominate such
person or persons falling within the description of sub-clauses 13.3.1 to 13.3.5
as he thinks appropriate including joint experts.

If an expert nominated or appointed pursuant to clause 13.3 shall die or decline to act
another expert may be appointed in his place in accordance with the provisions of clause
13.3.

The expert will be appointed subject to an express requirement that he reaches his
decision and communicates it to the Parties within the minimum practicable timescale
allowing for the nature and complexity of the dispute and in any event not more than 20
Working Days from the date of the notice of his appointment which is served on the parties
pursuant to clause 13.3

Notice in writing of the appointment of an expert pursuant to this clause 13.3 shall be given
by the expert to the Parties and he shall invite each of the Parties to submit to him within
ten Working Days written submissions and supporting material and will afford to each of
the said Parties an opportunity to make counter submissions within a further five Working
Days in respect of any such submission and material.

The expert shall act as an expert and not as an arbitrator. He shall consider any written
representation submitted to him within the period specified in clause 13.6 and shall not be
in any way limited or fettered thereby and shall determine the dispute in accordance with
his own judgement.

The expert shall give notice of his decision in writing and his decision will (in the absence
of manifest error) be final and binding on the Parties hereto.

If for any reason the expert fails to make a decision and give notice thereof in accordance
with this clause 13.5 the Party or Parties may apply to the President of the Law Society for
a substitute to be appointed in his place (which procedure may be repeated as many times
as necessary).

The expert's costs cost shall be in the expert's award or in the event that he makes no
determination, such costs will be borne by the parties to the Dispute in equal shares.
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13.11

14

141

15

16

Nothing in this clause 13 shall be taken to fetter the Parties' ability to seek legal redress in
the Courts (or otherwise) for any breach of the obligations in this Agreement.

Planning consents granted pursuant to S73 of the Act

In the event that any new planning permission is granted by the Council pursuant to
Section 73 of the Act (as amended) and unless the Council and the County agree prior to
the grant of such planning permission that a supplemental deed to vary this Agreement is
required, with effect from the date that the any new planning permission is granted
pursuant to Section 73 of the Act (as amended):

14.1.1 the obligations in this Agreement shall (in addition to continuing to bind the
Application Site in respect of the Planning Permission) relate to and bind all
subsequent planning permission(s) in respect of the Application Site granted
pursuant to Section 73 of the Act and the Application Site itself without the
automatic need to enter into any subsequent deed of variation or new
agreement pursuant to Section 106 of the Act;

14.1.2 the definitions of Application, Development and Planning Permission in this
Agreement shall be construed to include references to any applications under
Section 73 of the Act, the planning permission(s) granted thereunder and the
development permitted by such subsequent planning permission(s); and

14.1.3 this Agreement shall be endorsed with the following words in respect of any
future Section 73 application:

“The obligations in this Agreement relate to and bind the Application
Site in respect of which a new planning permission referenced |
] has been granted pursuant to Section 73 of the Town and Country
Planning Act 1990 (as amended)”

provided that nothing in this clause shall fetter the discretion of the Council in determining
any application(s) under Section 73 of the Act or the appropriate nature and/or quantum of
Section 106 obligations in so far as they are materially different to those contained in this
Agreement and required pursuant to a determination under Section 73 of the Act whether
by way of a new deed or supplemental deed pursuant to S106 of the Act

Jurisdiction

This Agreement is governed by and interpreted in accordance with the law of England and
Wales and the parties submit to the non-exclusive jurisdiction of the courts of England and
Wales.

Delivery

The provisions of this Agreement (other than this clause which shall be of immediate
effect) shall be of no effect until this Agreement has been dated.

In witness whereof the parties hereto have executed this Agreement on the day and year first
before written.
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Schedule 1
Affordable Housing
In this Schedule 1, the following expressions shall have the following meanings:

Affordable Housing Contribution means a contribution of £178,001.83 (one hundred
and seventy eight thousand and one pounds and eighty three pence) towards the
provision of off-site affordable housing in the Council's administrative area (index-linked in
accordance with clause 11 of this Agreement);

1 Financial Contributions
The Owner hereby covenants with the Council:

1.1 to pay the Affordable Housing Contribution to the Council prior to Occupation of the 10™
Dwelling; and

1.2 not to Occupy more than 10 Dwellings until the Affordable Housing Contribution has been
paid.
2 Expenditure in advance

If prior to the receipt of the Affordable Housing Contribution the Council incurs any
expenditure in providing additional affordable housing facilities as the case may be the
need for which arises from or in anticipation of the Development then the Council may
immediately following receipt of such contribution deduct from it such expenditure
incurred.
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Schedule 2
Viability Review

1 In this Schedule unless the context requires otherwise the following words and
expressions shall have the following meanings:

Additional Affordable Housing Contribution means a contribution towards the cost of
Affordable Housing in the Council's administrative area calculated in accordance with the
following formula:

A = (Surplus / 2) — the Affordable Housing Contribution

Provided That where A is less than or equal to zero no Additional Affordable Housing
Contribution will be payable

A = Additional Affordable Housing Contribution payable

Surplus = RRLV - BLV

RRLV = the revised Residual Land Value (as expressed in the Final Viability Assessment)
BLV = the Benchmark Land Value (as expressed in the Original Viability Assessment

BCIS Index means the Building Cost Information Service All-in Tender Price Index
published from time to time;

Benchmark Land Value means £645,274 (six hundred and forty five thousand two
hundred and seventy four pounds) as per the Original Viability Assessment;

Estimated Costs means those costs outlined in section 4.2 of the Original Viability
Assessment;

Independent Expert means an independent and reputable chartered surveyor registered
with The Royal Institution of Chartered Surveyors with not less than ten (10) years'
experience of valuation matters;

Original Viability Assessment means the financial appraisal of the viability of the
Development submitted by the Owner dated 11 March 2019 prepared by BNP Paribas
Real Estate (a copy of which is attached to this Agreement at Appendix 3); and

Final Viability Assessment means an update of the Original Viability Assessment
reappraising the viability of the Development provided always that:

(@) the Final Viability Assessment shall use the same assumptions as
stated in the Original Viability Assessment but shall use actual costs
and sale prices of the sold dwellings and updated Estimated Costs and
the market value for any unsold Dwellings; and

(b) the figure given in the Viability Assessment for construction costs (net of
VAT) shall be index-linked to increases in the BCIS Index between the
date of this Agreement and the date of the Final Viability Assessment.
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2.1

2.2

2.3

24

2.5

2.6

2.7

Residual Land Value means £935,893 (nine hundred and thirty five thousand eight
hundred and ninety three pounds) as per the Original Viability Assessment;

Additional Affordable Housing Contribution

The Owner will submit the Final Viability Assessment to the Council prior to Occupation of
the 15th Dwelling but not before Occupation of the 10" Dwelling.

The Owner will not Occupy more than 14 Dwellings without having submitted the Final
Viability Assessment to the Council and having paid the Additional Affordable Housing
Contribution (if any).

The Council will assess the Final Viability Assessment and within 30 (thirty) Working Days
after receipt of the Final Viability Assessment it shall serve written notice on the Owner
confirming either:

2.3.1 that it accepts the conclusions of the Final Viability Assessment (the
Acceptance Notice); or

2.3.2 that it rejects the conclusions of the Final Viability Assessment (the Non
Acceptance Notice) and if so it shall also indicate:

(@) its own assessment of the conclusions of the Final Viability Assessment
(as submitted); and

(b) the level of Additional Affordable Housing Contribution in respect of the
Final Viability Assessment it considers should be provided.

The Owner will pay the costs incurred by the Council in assessing (and if necessary re-
assessing) the Final Viability Assessment within 10 (ten) Working Days of demand from
the Council.

In the event of the service of a Non Acceptance Notice being served by the Council
pursuant to paragraph 2.3.2 of this Schedule 2 the parties will seek to negotiate:

25.1 an agreed form of Final Viability Assessment; and

25.2 an agreed Additional Affordable Housing Contribution in respect of the Final
Viability Assessment.

In the event that the parties are not able to agree the Final Viability Assessment within
15 (fifteen) Working Days after receipt by the Owner of a Non Acceptance Notice then
either party shall be entitled to refer the matter to an Independent Expert for determination
in accordance with clause 13 of this Agreement.

Once the Final Viability Assessment has been agreed or determined in accordance with
the provisions set out in this Schedule the Owner shall pay the Additional Affordable
Housing Contribution to the Council within ten (10) Working Days of the Final Viability
Assessment being agreed or determined in accordance with this Schedule.
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2.1

2.2

2.3

Schedule 3

Financial Contributions to the County

In this Schedule unless the context requires otherwise the following words and
expressions shall have the following meanings:

Library Contribution means the sum of three thousand one hundred and sixty six pounds
(£3,166.00) (should the size type and/or total number of dwellings differ from that specified
in the Planning Permission any additional contribution due will be calculated in accordance
with the table at paragraph 4) (index-linked in accordance with Clause 10 of this
Agreement) towards the enhancement of the ICT provision at Welwyn Garden City Library;
and

Nursery Contribution means the sum of four thousand eight hundred and thirty pounds
(£4,830.00) (should the size type and/or total number of dwellings differ from that specified
in the Planning Permission any additional contribution due will be calculated in accordance
with the table at paragraph 4) (index-linked in accordance with Clause 10 of this
Agreement) towards the expansion of the Ludwick Nursery School (Partnership
development with the Squirrels Day Nursery)

Childcare Contribution means the sum of one thousand four hundred and thirty two
pounds (£1,432.00) (should the size type and/or total number of dwellings differ from that
specified in the Planning Permission any additional contribution due will be calculated in
accordance with the table at paragraph 4) (index-linked in accordance with Clause 10 of
this Agreement) towards the expansion of the Squirrels Day Nursery (Partnership
development with the Ludwick Nursery School)

Financial Contributions
The Owner hereby covenants with the County:

to pay the Library Contribution the Nursery and Childcare Contributions to the County
Council prior to the Commencement Date;

not to Commence nor permit Commencement until the Library Contribution the Nursery
and Childcare Contributions have been paid.

Expenditure in Advance

If prior to the receipt of any of the Library, Nursery and Childcare Contributions the County
incurs any expenditure in providing these additional provisions as the case may be the
need for which arises from or in anticipation of the Development then the County may
immediately following receipt of such contribution deduct from it such expenditure
incurred.

County Council Contributions Table

THL.137562417.1 14 TPB.84376.47



Bedrooms* 1 2 3 4 5+ 1 2 3
HOUSES FLATS
Market & other Market & other
Nursery education £35 £175 £340 £459 £545 £32 £195 £270
Childcare £14 £64 £138 £199 £244 £8 £57 £89
Library facilities £98 £147 £198 £241 £265 £77 £129 £164
HOUSES FLATS
Social Rent Social Rent
Nursery education £39 £453 £475 £503 £955 £9 £216 £313
Childcare £12 £121 £188 £226 £277 £4 £65 £113
Library facilities £48 £91 £130 £156 £155 £38 £82 £107

*uses an assumed relationship between bedrooms and habitable rooms

THL.137562417.1
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Schedule 4
Waste and Recycling Provision

Waste and Recycling Contribution means a contribution for the provision of household
waste bins, compost bins and recycling bins of one thousand, five hundred and sixty
pounds (£1,560.00) (index linked as provided in clause 11 of this Agreement).

1 The Owner hereby covenants with the Council to pay to the Council the Waste and
Recycling Contribution prior to Commencement of Development.

2 Not to Commence Development or cause or permit the Commencement of Development
until the Waste and Recycling Contribution has been paid to the Council.

THL.137562417.1 16 TPB.84376.47



Schedule 5
Open Space and Community Facilities

Public Open Space Contribution means the sum of two thousand seven hundred and
forty nine pounds and eighty eight pence (£2,749.88) (index linked as provided in clause
11 of this Agreement) towards the provision of outdoor furniture at Community Orchard
Based Woodhall Open Space;

Play Facilities Contribution means the sum of seven thousand two hundred and twelve
pounds and eighty pence (£7,212.80) (index linked as provided in Clause 11 of this
Agreement) towards the improvement and enhancement of the Reeds Play Area off
Corals Mead;

1 The Owner hereby covenants with the Council:

111 to pay the Public Open Space Contribution and the Play Facilities Contribution
on Commencement of the Development; and

1.1.2 not to Commence Development or cause or permit Commencement of
Development until the Public Open Space Contribution and the Play Facilities
Contribution have been paid to the Council in full.

2 Expenditure in Advance

If prior to the receipt of any of the Public Open Space and Play Facilities Contributions the
Council incurs any expenditure in providing these facilities as the case may be the need
for which arises from or in anticipation of the Development then the Council may
immediately following receipt of such contribution deduct from it such expenditure
incurred.

THL.137562417.1 17 TPB.84376.47



Executed as a deed by )

BISH 1 LIMITED )

acting by a director in the presence of )

Director

Witness Signature:— .........
winess Name: . TN

Witness Address: _

THE COMMON SEAL of
WELWYN HATFIELD BOROUGH COUNCIL

was hereto affixed in the presence of

Meyer/Deputy-Mayer—

Duly Authorised Officer

THL 137562417.1 18
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THE COMMON SEAL of
HERTFORDSHIRE COUNTY COUNCIL

in the presence of:

—ehieftegal-Officer/ Assistan*t-ehkf—lzega-r-efﬁcer—/

Daniel Stevens
Principal Solicitor
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Appendix 1 (Form of Notice)
Proforma Event Notification and Payment

Pursuant to Section 106 Agreement/Unilateral Undertaking

MADE BETWEEN ...

PLANNING PERMISSION REFERENCE: 6/2018/2387/MAJ

SITE ADDRESS ...

SITE OWNER DETAILS:

(@01 0] 7= 1o 8 1\ =10 1 1S T
F 0 [0 [ L= TSTS

Telephone NO: .....ueeviiiiiii e, MODIlE: oo

EVENTS BEING NOTIFIED

Commencement Date — date:

Occupation of Development (Number if relevant) — date:

Completion of Development — date:

COMPLIANCE WITH OBLIGATION(S)

Schedule ..., Paragraph .......cccccceeveeeeviieeiieeeeeene,

THL.137562417.1 20
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PAYMENT OF S106 CONTRIBUTIONS

Payment Type | Amount Interim Final Total Payable to
Indexation Indexation
Example X Y V4 Y+Z Herts County
Council
Education £ £ £ £
(primary)
THL.137562417.1 21 TPB.84376.47




Payment of S106 contributions can be made by BACS, CHAPS or cheque. In any event the form

should be completed to ensure the payment is identified correctly and forward to:

a)

b)

The Chief Legal Officer
Hertfordshire County Council
County Hall,

Pegs Lane

Hertford

Herts SG13 8DE

Ref: 012567

The Head of Planning

Welwyn Hatfield Borough Council
Council Offices

The Campus

Welwyn Garden City

Herts AL8 6AE

Ref: 6/2018/2387/MAJ

THL.137562417.1
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Appendix 2

The Plan
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Appendix 3

Original Viability Assessment
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1 Introduction

Welwyn Hatfield Borough Council (“the Council”) has commissioned BNP Paribas Real Estate
("BNPPRE") to advise on a viability assessment relating to the development (“the Development”) at 37
Broadwater Road Welwyn Garden City, Hertfordshire, AL7 3AX (“the Site”) submitted by Savills on
behalf of Bishopswood Estates Ltd (“the Applicant”).

Our initial draft report dated 19 November 2018 provided an initial review of Savills’ Viability
Assessment Report (“VAR”) to determine whether the proposal without any affordable housing has
been justified.

Savills have provided an updated response to our draft report and final report takes account of their
updated submission.

1.1 BNP Paribas Real Estate

BNP Paribas Real Estate is a leading firm of chartered surveyors, town planning and international
property consultants. The firm offers clients an integrated service from 67 offices within the United
Kingdom and circa 7,700 employees across 36 countries in Europe, Middle East, India and the United
States of America, including 16 wholly owned and 20 alliances. In 2005, the firm expanded through
the acquisition of eight offices of Chesterton, in 2007, the firm acquired the business of Fuller Peiser
and in 2017 the firm acquired Strutt & Parker. We are a wholly owned subsidiary of BNP Paribas,
which is the number one bank in France and was named the world’s best bank for Corporates by
Euromoney in 2017. BNP Paribas is a leading bank in the eurozone and a leading global player
operating in 74 countries.

BNP Paribas Real Estate has a wide ranging client base, acting for international companies and
individuals, banks and financial institutions, private companies, public sector corporations, government
departments, local authorities and registered providers (‘RPs’).

The full range of property services includes:

Planning and development consultancy;
Affordable housing consultancy;
Valuation and real estate appraisal;
Property investment;

Agency and Brokerage;

Property management;

Building and project consultancy; and
Corporate real estate consultancy.

This report has been prepared by Victoria Simms MRICS, RICS Registered Valuer and reviewed by
Anthony Lee MRTPI, MRICS, RICS Registered Valuer.

The Affordable Housing Consultancy of BNP Paribas Real Estate advises landowners, developers,
local authorities and RPs on the provision of affordable housing.

In 2007, we were appointed by the Greater London Authority (“GLA”) to review its ‘Development
Control Toolkit Model’ (commonly referred to as the ‘Three Dragons’ model). This review included
testing the validity of the Three Dragons’ approach to appraising the value of residential and mixed
use developments; reviewing the variables used in the model and advising on areas that required
amendment in the re-worked toolkit and other available appraisal models and submitted our report in
February 2012.

Anthony Lee is a member of the RICS ‘Experts in Planning Service’ panel, which was established in
March 2009 to support the Planning Inspectorate on major casework and local development plan work
submitted for independent examination. He was also a member of the working group which drafted
guidance for planning authorities on viability, which was published by the Local Housing Delivery
Group in June 2012 as ‘Viability Testing Local Plans: Advice to Planning Practitioners’. He is a
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member of the “Developer Contributions Technical Expert Panel” established by the Ministry of
Housing, Communities and Local Government to advise on the use of viability assessments in local
plans and development management.

In addition, we were retained by the Homes England (“HE”) to advise on better management of
procurement of affordable housing through planning obligations.

The firm has extensive experience of advising landowners, developers, local authorities and RPs on
the value of affordable housing and economically and socially sustainable residential developments.

1.2 Report structure

This report is structured as follows:

m Section two provides a brief description of the Development and planning history;

m Section three describes the methodology that has been adopted,;

m Section four outlines the inputs adopted within our appraisals;

m  Section five sets out the results of the appraisals;

m Finally, in Section six, we draw conclusions from the analysis.

1.3 The Status of our advice

In accordance with PS1 (5.2) of the RICS Valuation — Professional Standards — Global Standards
2017 (the “Red Book”), the provision of VPS1 to VPS5 are not of mandatory application and
accordingly this report should not be relied upon as a Red Book valuation.

The report is addressed to the Council only and should not be reproduced without our consent.
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2  Background and description of the
Development

2.1 The Site and proposed Development

The site is located on Broadwater Road, in Welwyn Garden City. 37 Broadwater Road currently
comprises a 2-storey vacant office block extending to 80 sq m (9,472 sq ft).

The site is within 0.4 miles from Welwyn Garden City National Rail Station. There are a number of
newbuild schemes within the vicinity of Broadwater Road, and we note that the area has undergone
significant regeneration over recent years.

The Planning Application (LPA Ref: 6/2018/2387/MAJ) seeks permission for:

“Construction of new build of 22 x 2 Bedroom and 2 x 3 Bedroom residential apartments with
balconies and a roof garden. Layout of 26 car parking spaces, cycle parking, refuse store, internal
access routes, landscaping and supporting infrastructure”.

Table 2.1.1 provides a summary of the proposed scheme residential units.

Table 2.1.1 Residential Accommodation Schedule (NIA )

pe be Are R age Are - age 0

2 bed 4 person flat 22 68.1 -122.8 733 -1,322 1,917.2 20,637
3 bed 6 person flat 2 102.8-132.4 1,107 - 1,425 235.2 2,532
Total 24 2,152 23,169

Table 2.1.2 sets out the GIFA for the scheme overall, as noted in the Savills Appraisal.

Table 2.1.2 Proposed Scheme - GIFA

NIASqM NIA Sq Ft GIFASqM GIFA Sq Ft Ratio

Residential 2,152 23,169 2,560 27,556 84%

2.2 Planning History

We note that the subject site has prior approval for conversion of the office building to provide 10 flats.
This is dated September 2016.

A further extant consent also exists for part conversion, part extension to provide 24 apartments in
total (LPA Reference: 6/2016/2497/MAJ) comprising:

“Change of use of an office building to form 24 x 2 bedroom residential apartments with balconies, he
construction of an additional two storeys and a four storey side and rear extension with roof garden,
layout of 26 car parking spaces and cycle parking, internal access routes, landscaping and supporting
infrastructure”

We note that planning consent for this scheme was granted in April 2017. Furthermore we note that
many of the planning conditions for this consent have been discharged or varied.
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Table 2.2.1 provides a summary of the Extant scheme residential units.

Table 2.2.1 Extant Scheme - Residential Accommodati  on Schedule (NIA)

2 bed 4 person flat 24 73.8 - 95 794 - 1,023 2,008 21,615
Total 24 2,008 21,615

Table 2.2.5 sets out the GIFA for the extant scheme overall, as noted in the Savills Appraisal.

Table 2.2.2 Extant Scheme - GIFA

Type NIA Sq M NIA Sq Ft GIFASgM GIFA Sq Ft Ratio
Residential 2,008 21,615 2,560 27,556 78%

Table 2.2.3 provide a summary comparison between the headline details between the two schemes.
Table 2.2.3 — Summary Comparison

NIA 21,615 23,169 1,554 sq ft larger
GDV £9,187,500 £9,512,500 £325,000 greater
GDV £ per sq ft £425.06 £411 £14 lower overall
GIFA 27,556 27,556 Same
Net to gross ratio 78% 84% 6% more efficient
Build Cost £5,577,315 £5,508,639 £231,324 greater
Build Cost £ per sq ft £202 £211 £8 greater psf

We also note that a previous application (LPA Reference: 6/2018/0825/MAJ) for a virtually identical
scheme to the proposed scheme was refused consent in July 2018:

The decision notice for the refusal stated “The application makes no provision of any kind for
affordable housing on the site or for any contribution towards affordable housing of an equivalent level
of provision off site. The proposal would therefore not help create a sustainable, inclusive and mixed
community as required by the National Planning Policy Framework and does not represent a
sustainable form of development and it would conflict with Policy SP7 of the Draft Local Plan Proposed
Submission 2016 which now, because of its advanced status carries significant weight in the
determination of applications”.

The decision notice then states “An earlier planning permission for 24 flats to be provided within the
existing building on site was granted. That permission showed a building of near identical size and
shape and occupying the same footprint on the site. The design and appearance was considered
acceptable and that planning permission remains extant and can be implemented. The current
proposal is for an entirely new building but built to appear very similar to the existing building that it
would replace. The justification for the differing approach is that the resultant development would be
built entirely to current standards rather than be adapted to meet current standards. It allow [sic] for
certain efficiencies to be achieved.... The previous planning permission for 24 flats achieved by
converting the building on site was subject to a S106 obligation that secured community
benefits/contributions relating to Green Space (WHBC), Play facilities (WHBC), Waste and Recycling
(WHBC), Education (HCC) Nursery, Libraries (HCC) and Monitoring and Administration Fee. The
previous S106 did not however include any affordable housing contribution because in April 2017
when it was resolved to grant planning permission the Council had not yet published its Draft Local
Plan Submission Version August 2016, as a consequence its policies at the time carried relatively little
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weight. Since then however, the council has submitted it for examination (May 2017) and the
examination is now at an advance stage. As a consequence its policies now carry significant weight.
In 2016/17 the Adopted Welwyn Hatfield District Plan 2005 Policy H7 required sites of 25 or more
dwellings to include the provision of affordable housing (30%) whereas the emerging Local Plan Policy
SP7 requires the same proportion of affordable homes but on sites of 11 or more dwellings. In view of
this significant change in policy and the advanced stage of the emerging Local Plan Examination
significant weight must now be given to Policy SP7. The current planning application makes no
provision for affordable housing and is not accompanied by a viability assessment that might justify
any diversion from the councils [sic] emerging policy position. This deficiency was brought to the
attention of the applicant’s agent in writing on 15 May 2018 and at the time of writing this report no
statement justifying the provision of zero affordable housing on the site has been received”. The
Council’s report concludes “The application is therefore in conflict with the council’s emerging policy
SP7 as it makes no provision of any kind for affordable housing on the site or for any contribution
towards affordable housing of an equivalent level of provision off site. The proposal would not
therefore help create a sustainable, inclusive and mixed community as require by the policy does not
represent a sustainable form of development”.

We note that Savills have also prepared a second viability report for the PD plus extension (variation)
scheme. However at the time of writing this report the Council have advised that they are not aware of
this variation scheme planning application.

We note that the report referred as the PD plus extension (variation) scheme also relies upon the
Extant PD plus extension scheme as viability benchmark, and that the variation scheme generates a
surplus in land value of £10,000. We believe that it is important for the Council to question why the
variation scheme has been prepared; if it is because there are issues with the potential deliverability of
the extant scheme, then its validity as use as appropriate viability benchmark should be ultimately be
questioned.
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3  Methodology

Savills have undertaken their assessment of the proposed Development using Argus Developer
(“Argus”). We have also undertaken our assessment of the proposed Development using Argus.
This is a commercially available development appraisal package in widespread use throughout the
industry. It has been accepted by a number of local planning authorities for the purpose of viability
assessments and has also been accepted at planning appeals. Banks also consider Argus to be a
reliable tool for secured lending valuations. Further details can be accessed at
www.argussoftware.com.

Argus is essentially a cash-flow model. Such models all work on a similar basis:

m Firstly, the value of the completed development is assessed.
m Secondly, the development costs are calculated, including either the profit margin required or land
costs. In our appraisals we include profit as a development cost.

The difference between the total development value and total costs equates to the residual land value
(“RLV"). The model is normally set up to run over a development period from the date of the
commencement of the project until the project completion, when the development has been
constructed and is occupied.

The cash-flow approach allows the finance charges to be accurately calculated over the development
period. This approach can accommodate more complex arrangements where a number of different
uses are provided or development is phased.

In order to assess whether a development scheme can be regarded as being economically viable it is
necessary to compare the RLV that is produced with a benchmark land value (“BLV"). If the
Development generates a RLV that is higher than the benchmark it can be regarded as being
economically viable and therefore capable of providing additional affordable housing. However, if the
Development generates a RLV that is lower than the benchmark it should be deemed economically
unviable and the quantum of affordable housing should be reduced until viability is achieved.

We are of the opinion that Argus provides an accurate reflection of the economics of the Development
subject of course to appropriate inputs being adopted. Therefore we have adopted this tool for the
purposes of our assessment.

Savills have relied upon the basis of the extant planning scheme for provision of 24 units, as the viability
benchmark, which they reference as Alternative Use Value (“AUV”). Both proposed and Extant (AUV)
schemes contain the same number of residential units, but the appraisals provided indicate some
different appraisal assumptions between the schemes, from which Savills conclude that the proposed
scheme generates a lower land value than the extant scheme, by circa £40,000 and therefore cannot
viably provide any affordable housing. We comment further in this approach at Section 5.
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4  Review of Assumptions

In this section, we provide an assessment of the general principles and assumptions that Savills have
adopted for their appraisal of the proposed scheme. As stated in the previous section, the viability
outcome will depend upon the marginal differences between the two schemes in terms of appraisal
assumptions. We have set out the appraisal inputs for both proposed and extant scheme at this
section.

4.1 Gross Development Value (“GDV”)
41.1 Private Residential Units — Draft Report vl C ommentary

Both proposed and extant schemes comprise 24 residential units. The Savills report includes the
following average GDV for the each scheme.

Table 4.1.1a sets out the respective GDV applied for each scheme in Savills report.

Table 4.1.1a — Overall GDV Comparison

i A D Average Rate Per S
Proposed Scheme 23,169 £9,512,500 £411
Extant Scheme 21,615 £9,187,500 £425.06

Savills subsequently provided unit by unit pricing schedules for both schemes. Table 4.1.2 sets out
the unit by unit pricing schedules for both schemes.

Table 4.1.1b — GDV units

1 - Ground 2 bed (884) £370,000 £419 1 - Ground 2 bed (733) £360,000 £491
2 — Ground 2 bed (863) £370,000 £429 2 — Ground 2 bed (863) £375,000 £434
3 - Ground 2 bed (844) £370,000 £438 3 - Ground 2 bed (808) £370,000 £458
4 — Ground 2 bed (794) £365,000 £459 4 — Ground 2 bed (814) £372,500 £458
5 — Ground 2 bed (856) £375,000 £438 5 — Ground 2 bed (1,222) £410,000 £336
6 — Ground 2 bed (846) £370,000 £437 6 — Ground 2 bed (892) £380,000 £426
7 — Ground 2 bed (850) £370,000 £435 7 — Ground 2 bed (928) £385,000 £415
8- 1% 2 bed (1,017) £382,500 £376 8- 1% 2 bed (784) £375,000 £479
9 -1t 2 bed (863) £375,000 £434 9—1st 2 bed (863) £380,000 £440
10 — 18t 2 bed (844) £375,000 £444 10 — 18t 2 bed (847) £385,000 £454
11 — 18t 2 bed (804) £370,000 £460 11 — 18t 2 bed (914) £390,000 | £427
12 — 18t 2 bed (935) £387,500 £414 12 — 18t 2 bed (1,322) £425,000 | £322
13- 1%t 2 bed (931) £380,000 £408 13 -1t 2 bed (964) £395,000 £410
14 — 13t 2 bed (931) £380,000 £408 14 — 13t 2 bed (1,051) £397,500 £378
15— 2nd 2 bed (1,017) £387,500 £381 15— 2nd 2 bed (784) £380,000 £485
16 — 2nd 2 bed (863) £380,000 £440 16 — 2nd 2 bed (863) £385,000 £446
17 —2nd 2 bed (844) £380,000 £450 17 —2nd 2 bed (847) £390,000 £460
18 — 2d 2 bed (804) £375,000 £466 18 — 2nd 2 bed (914) £395,000 £432
19 —2nd 2 bed (954) £395,000 £414 19 —2nd 2 bed (1,322) £430,000 £325
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Extant Type (Sq Ft) Value £ per Proposed Type (Sq Ft) Value £ per sq
Scheme sq ft Scheme ft

20 — 2nd 2 bed (954) £387,500 £406 20 — 2nd 2 bed (964) £400,000 £415
21 —2nd 2 bed (958) £387,500 £404 21 —2nd 2 bed (1,051) £402,500 £383
22 —3d 2 bed (940) £405,000 £431 22 —3d 2 bed (887) £405,000 £457
23 -3 2 bed (1,023) £425,000 £416 23 -3 3 bed (1,107) £445,000 £402
24 — 3¢ 2 bed (995) £425,000 £427 24 — 3¢ 3 bed (1,425) £480,000 £337
Total 24 x 2 bed £9,187,500 £425 22 x 2 bed £411

(21,615 sq ft) 2 x 3 bed
(23,169 sq ft)

This side by side summary shows that whilst the overall residential floor area has increased by 1,554
sq ft, and the total GDV has increased by £325,000, the overall value per sq ft has reduced from £425
to £411. The range in rate per sq ft changes vary significantly across both scheme, from -£103 per sq
ft less to £104 per sq more.

If the same overall rate per sq ft were to be applied across both schemes, the increase in GDV would
be £600,603, and not the £325,000 as suggested by Savills.

However we appreciate that two issues will have a bearing on the price differential between the two
schemes. Firstly it is likely, as Savills have concluded, that the proposed newbuild schemes will
generate a higher receipt that the PD scheme. We identify 11 flats where the unit size difference
between the proposed and extant schemes noted are either the same size, or the size difference is
less than 5 sq m. We note that Savills have increased the capital values for these 11 flats by
inconsistent increases ranging from no difference in capital value to £15,000 difference in capital
value.

Secondly, a 3 bedroom flat is likely to achieve a lower average rate per sq ft than a 2 bedroom flat.
This alone is not an unreasonable hypothesis.

We note that 10 of the new flats are larger (including 2 units which have been converted from 2
bedroom to 3 bedroom flats) than in the extant scheme. Again, the pricing structure is somewhat
subjective across both schemes and we wonder why the Applicant would be keen to make such
amendments to a scheme if the result was as lower return for these flats, if the values for 2 bed flats
were actually deemed to reduce from between -£20 psf to -£103 per sq ft. The 3 bed flat values have
reduced by -£13 per sq ft for the smaller 3 bed flat and - £92 per sq ft for the larger 3 bed flat.

In order to be consistent, we note that 3 of the new units will be smaller than the extant scheme unit
comparison — these unit values increase on a per sq ft basis of between £72 psf and £104 per sq ft.

It is not abundantly clear why (apart from maintaining a scheme of 24 units to be under the Council’s
former threshold for provision of affordable, or to secure a scheme consent that uses viability of an
extant and proposed scheme methodology to pursue a viability based argument to mitigate affordable
housing provision, to create a more efficient scheme, and develop more net saleable floor area if that
floor area is reduced in overall value).

Savills have included market advice which has been split into PD schemes and new build schemes.
We note that the comparable transactions relate to a number of schemes, some within close proximity
to the subject property. Broadly we are in agreement with the evidence provided by Savills, on an
overall basis, with respect to the extant scheme. However, as stated above we consider that the
proposed scheme values are light in comparison.

The larger flats are often valued at a lower rate per sq ft than the smaller flats, when comparable
evidence is analysed. This will be distorting the outcome of the viability assessment as reflected in
overall lower average rate per sq ft demonstrated in Savills appraisal.
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Broadly, were the unit is of similar size we have evened out the uplift to circa £15,000 on the capital
value. Where the unit is larger we have maintained the rate per sq ft as per the extant, to allow similar
uplift in outturn value and where the unit is smaller we have maintained the Savills new capital value.
We have reduced the values per sq ft for the larger 3 bedroom flats.  As stated above, we consider
these amendments to the scheme values as somewhat subjective. Table 4.1.1c sets out our
indicative pricing for the proposed scheme.

Table 4.1.1c — BNPPRE GDV Estimate

1 - Ground 2 bed (884) £370,000 £419 1 - Ground 2 bed (733) £360,000 £491
2 — Ground 2 bed (863) £370,000 £429 2 — Ground 2 bed (863) £385,000 £446
3 — Ground 2 bed (844) £370,000 £438 3 - Ground 2 bed (808) £385,000 £476
4 — Ground 2 bed (794) £365,000 £459 4 — Ground 2 bed (814) £380,000 £467
5 - Ground 2 bed (856) £375,000 £438 5 - Ground 2 bed (1,222) £535,000 £438
6 — Ground 2 bed (846) £370,000 £437 6 — Ground 2 bed (892) £385,000 £431
7 — Ground 2 bed (850) £370,000 £435 7 — Ground 2 bed (928) £404,000 £435
8-—1% 2 bed (1,017) £382,500 £376 8-—1% 2 bed (784) £375,000 £479
9 -1t 2 bed (863) £375,000 £434 9 -1t 2 bed (863) £390,000 £452
10 — 1t 2 bed (844) £375,000 £444 10 — 1t 2 bed (847) £390,000 £460
11 — 18t 2 bed (804) £370,000 £460 11 — 18t 2 bed (914) £420,000 £460
12 — 18t 2 bed (935) £387,500 £414 12 — 18t 2 bed (1,322) £547,000 £414
13 -1t 2 bed (931) £380,000 £408 13 -1t 2 bed (964) £395,000 £410
14 — 1 2 bed (931) £380,000 £408 14 — 1 2 bed (1,051) £429,000 £408
15 — 2nd 2 bed (1,017) £387,500 £381 15 — 2nd 2 bed (784) £380,000 £485
16 — 2 2 bed (863) £380,000 £440 16 — 2nd 2 bed (863) £395,000 £458
17 — 2nd 2 bed (844) £380,000 £450 17 — 2nd 2 bed (847) £395,000 £466
18 — 2d 2 bed (804) £375,000 £466 18 — 2d 2 bed (914) £426,000 £466
19 — 2nd 2 bed (954) £395,000 £414 19 — 2nd 2 bed (1,322) £547,000 £414
20 — 2nd 2 bed (954) £387,500 £406 20 — 2nd 2 bed (964) £402,500 £417
21 —2nd 2 bed (958) £387,500 £404 21 —2nd 2 bed (1,051) £424,000 £404
22 — 3 2 bed (940) £405,000 £431 22 — 3 2 bed (887) £420,000 £474
23 -3 2 bed (1,023) £425,000 £416 23 -3 3 bed (1,107) £445,000 £402
24 — 3 2 bed (995) £425,000 £427 24 — 3 3 bed (1,425) £573,000 £402
Total 24 x 2 bed £9,187,500 £425 22 x 2 bed £10,187,500 £440
(21,615 sq ft) 2 x 3 bed
(23,169 sq ft)

4.1.2 Private Residential Units — Final Report comm  entary

Savills update report disregards the commentary provided in our draft report v1, and they have not
adjusted the sales values from their initial report, therefore concluding that the proposed newbuild
scheme indicates lower value overall on a rate per sq ft basis (£411 per sq ft) compared to the extant
conversion /extension scheme (£425 per sq ft). Savills also refer to the fact that the properties in this
vicinity will also be constrained by a capital value ceiling.
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We have reviewed the value analysis for both schemes, and the conclusion is that overall it will be a
subjective exercise to value each unit specifically in both schemes. We consider an issue that on one
hand if a value “ceiling” will be an issue in this area, then why are a number of the units in the
proposed scheme designed as significantly overly large as for example the two bedroom flats of 113.5
sqm and 122.8 sq m.

In order to conclude this matter we recommend that the same overall average rate of £425 per sq ft for
the units is applied to both schemes, which we consider more proportionate and reflective of the
market.

4.1.3 Ground Rent - Draft Report vl Commentary

Savills have assumed average ground rents of £225 for each 2 bed private sale unit, and £250 for
each 3 bed private sale unit, and have capitalised the ground rental income at 10%. Savills state that
the yield of 10% would be required based on the potential impact of future changes to the ability to
charge ground rents.

We note that the same rent and yield have been inputted into both appraisals and as there are the
same numbers of units, any amendments to this would not impact the outcome of the appraisal.

Furthermore we do not consider that ground rental income should be capitalised at 10%, a yield of
4.5% would be more appropriate. If the Government proposals to remove ground rents in the future
are implemented then the ground rental income would not be applicable, in both schemes.

4.1.4 Ground Rent — Final Report Commentary

Savills revised report has amended the ground rent to £10 per unit per annum, capitalised at 4%.
Whilst the lower ground rent is potentially debatable, given that there are the same number of units in
both schemes, this amendment will not influence the outcome of the assessment, we have adopted
Savills amendment in our revised report.

4.1.5 Car Parking

In the proposed scheme the Savills report states that there are 26 car parking spaces. They have
assumed that there is one car parking space per unit included in the unit value.

Savills do not suggest any value attributed for the 2 units. The same assumption is adopted for the
Extant scheme.

We request confirmation regarding the status of the remaining car parking spaces, to ascertain
whether any additional value could be attributed to the appraisals for both schemes.

4.1.6 Affordable Housing Revenue

Savills have not provided any affordable housing within either scheme appraisal.

4.2 Development costs

4.2.1 Construction costs — Draft Report vl Commenta  ry
Savills have included cost plans as provided by CS2 for both proposed and extant schemes.
Table 4.2.1 sets out the Construction Costs for both schemes as applied in the Savills appraisal.

Table 4.2.1 —Savills Cost Plan

Scheme GIFA Sq Ft Build Cost Average Rate Per Sq

Ft
Proposed Scheme 27,556 £5,808,639 £210.79
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Scheme GIFA Sq Ft Build Cost Average Rate Per Sq
Ft

Extant Scheme 27,556 £5,577,315 £202

Difference between scheme costs - £231,324

These cost plans have been reviewed by RLF. Table 4.2.1b sets out the RLF cost review results.

Table 4.2.1b —RLF Cost Plan

Sy A Sq Build Co Average Rate Difference
Pe d

Proposed Scheme 27,556 £5,259,799 £190.88 Less £548,840

Extant Scheme 27,556 £5,197,106 £188.60 Less £380,209

Difference between scheme costs - £62,693

Copies of the RLF reports are provided at Appendices 1 and 2.
422 Construction costs — Final Report Commentary
Savills have included amended cost plans as provided by CS2 for both proposed and extant schemes.

Table 4.2.2 sets out the Construction Costs for both schemes as applied in the revised Savills
appraisal.

Table 4.2.2 —Savills Cost Plan - Revised

Proposed Scheme 27,556 £5,755,487 £208.87
Extant Scheme 27,556 £5,569,903 £202.13
Difference between scheme costs - £185,584

These cost plans have been reviewed by RLF. Table 4.2.2b sets out the revised RLF cost review
results.

Table 4.2.2b —RLF Cost Plan — Revised

Sy A Sq Build Co Average Rate Difference
Pe d

Proposed Scheme 27,556 £5,428,937 £197.01 Less £326,550

Extant Scheme 27,556 £5,319,607 £193.05 Less £250,296

Difference between scheme costs - £109,330

Copies of the updated RLF reports are provided at Appendices 3 and 4.
4.2.3 Contingency

We note that Savills have not included additional contingency, because the CS2 cost plans include 5%
contingency, albeit we note that Savills report states that they reserve the right to review this element.

424 Professional fees — Draft Report vl Commentar y

Savills have included professional fees at 12% in the total build costs in both appraisals. Without any
further evidence to justify this figure, 12% is at the top of the range. We would normally recommend
that a rate between 8% and 12% would be the parameters for a reasonable range, and therefore we
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have adjusted this to 10% but this amendment is made in both schemes, and therefore the impact to
the outcome of the assessment will be minimal.

4.2.5 Professional fees — Final Report Commentary

Savills have maintained their opinion that 12% allowance for fees is more appropriate. As this
amendment will be adjusted for both extant and proposed scheme, it will not impact on the outcome of
the assessment. We have therefore in this case adopted 12% fees in both appraisals.

4.2.6 Interest

Savills have assumed a finance rate of 7% in both appraisals. We consider this assumption to be in
line with current market expectations and have adopted the finance rate of 7% within our assessment.

Although a bank would not provide 100% of the funding required for the proposed Development it is
conventional to assume finance on all costs in order to reflect the opportunity cost (or in some cases
the actual cost) of committing equity to the project.

4.2.7 Other Fees

Savills’s report states that they have assumed the following marketing and agency costs as set out in
Table 4.2.7.

Table 4.2.7 — Fees

Type Element - Extant Element - Proposed
Sales Agent 1.5% of GDV 1.5% of GDV

Sales Legal Fee 0.25% of GDV 0.25% of GDV
Marketing 1.5% 1.5%

We consider that the fees here are within a reasonable range and have adopted the same within our
appraisal.

We note that Savills have included 6.8% purchaser’s costs on the ground rental income. We suggest
that this is too high as a total transaction of circa £50,000 would not require deduction of stamp duty.
We have therefore reduced the purchaser’s costs allowance to 3.8% in both appraisals.

Savills have noted that in our draft report v1, one of the appraisals included 3.5% not the quoted 3.8%.
We have amended this typographical error.

4.2.8 Developer’s return

Savills have included a profit rate of 20% on GDV for both appraisals. We consider that this
assumption is at the upper end of the acceptable range for both schemes.

429 Planning obligations
Savills have included Section 106 Contributions of £31,527 in both extant and proposed schemes.

We request confirmation from the Council regarding whether this amount is correct for the proposed
and extant scheme appraisals.
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4.3 Project timetable - Draft Report vl Commentary

Table 4.3.1 sets out the timetable adopted in the Savills report, for both schemes.

Pre-construction 6 9
Construction 17 18
Sales 6 — 50% off plan sales 6

The viability appraisal methodology depends upon on the principal that planning consent is assumed.
It may be that the extant scheme would take a shorted timeframe to construct, but no evidence has
been provided. This difference in timescale will impact on the calculation on interest costs within the
appraisals.

Accordingly we have aligned the pre-construction and construction periods to reflect the same for both
schemes.

4.4 Project timetable — Final Report Commentary

Savills confirm acceptance of the pre-construction period to be aligned as our draft report indicates.
However they contend that the additional month construction period should be included for the
proposed scheme. This will not make a significant difference to the outcome of the assessment, and
therefore we have maintained the additional month construction proposed.
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5  Appraisal Results

In this section, we consider the outputs of the appraisals and the implications for the provision of
affordable housing at the proposed Development.

5.1 Viability benchmark - Draft Report vl Commentar vy

As stated above, Savills have relied upon the Alternative Use Value (“AUV”) basis, by providing an
appraisal for the extant consented scheme. We confirm that this is the appropriate methodology
subject to confirmation as requested from the Council that the Extant scheme is deliverable.

Savills’ report states that the AUV scheme appraisal “produces a Residual Land Value of £732,421.
We therefore consider the AUV to be £0.43m”. We assume that the £732,421 is a typographical error
as the AUV appraisal appended provides a RLV of £430,278, as does the proposed scheme viability
report.

As stated above, a key issue between the schemes will be consistency of approach to the respective
appraisal inputs.

We have adjusted a number of the appraisal assumptions as noted below:
m Purchaser’s costs on ground rent income;

= Ground rent yield ; and

m  Build Costs

Our revised appraisal for the Extant scheme generates an RLV of £827,318.

A copy of our appraisal is provided at Appendix 5.

5.2 Viability benchmark — Final Report Commentary

Taking account of the amendments to the appraisal inputs as noted in Section 4, we have adjusted the
Extant scheme to £645,274. A copy of our revised appraisal is provided at Appendix 6.

5.3 Savills’ appraisal results - Draft Report vl Co  mmentary
Table 5.3.1 sets out the Savills viability appraisal results as per their FVA.
Table 5.3.1 Savills Appraisal Results

Basis RLV Benchmark Surplus/Deficit
Proposed Scheme £0.39m £0.43m -£0.04m

5.4 Savills’ revised appraisal results - Draft Repo  rt v2 Commentary
Table 5.4.1 sets out the Savills viability appraisal results as per their updated FVA.
Table 5.4.1 Savills Appraisal Results

Basis RLV Benchmark Surplus/Deficit
Proposed Scheme £410,000 £403,000 £7,000




o] BNP PARIBAS
o REAL ESTATE

5.5 BNPPRE appraisal results - Draft Report vl Comm  entary

Our report has identified a number of minor appraisal adjustments to both the extant scheme and
proposed scheme appraisals, and we have adopted the RLF build costs for both schemes, which
indicate that the difference in costs is closer than proposed is the Savills report.  As with the extant
scheme appraisal we have adjusted the following assumptions:

m Purchaser’s costs on ground rent income;

= Ground rent yield; and

m Build Costs

We have also adjusted the GDV for the proposed scheme.

Our appraisal results are provided in Table 5.5.1 below.

Table 5.5.1 BNPPRE Appraisal Results

Basis RLV Benchmark Surplus/Deficit
Proposed Scheme £1,379,565 £827,318 £552,247

Our review indicates that a surplus of circa £550,000 would be available for affordable housing
contributions. A copy of the Appraisal is provided at Appendix 7.

5.6 BNPPRE appraisal results — Final Report Comment  ary

Our revised report has taken account of the updated appraisal adjustments for both schemes,
including:

Private Sales Values;

Ground Rent;

Ground Rent Yield;

Construction Costs;

Professional Fees;

Purchaser Costs on ground rent; and
Construction period

Our revised appraisal results are provided in Table 5.6.1 below.

Table 5.6.1 BNPPRE Appraisal Results

Basis RLV Benchmark Surplus/Deficit
Proposed Scheme £935,893 £645,274 £290,619

Our revised review indicates that a surplus of circa £291,000 would be available for affordable housing
contributions. A copy of the revised Appraisal is provided at Appendix 8. The Council have
requested that this surplus is also shown as on site affordable housing, based on a tenure split of 51%
social rent and 49% shared ownership. These results, which do not currently show a reduction to the
CIL to reflect social housing relief, are shown in Table 5.6.2.

Table 5.3.1 BNPPRE Appraisal Results

Ba R Be a D De
3 AH units — 13% £649,885 £645,274 £4,611
4 AH units — 17% £623,808 £645,274 -£21,466

This further analysis indicates that the surplus could represent between 3 and 4 affordable housing
units on site.
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5] Conclusions

We have undertaken a review of the Savills report and note that a number of appraisal assumptions
are reasonable. Given that the Extant scheme (once confirmed by the Council that this scheme is
deliverable) forms the basis of the benchmark land value, the appraisal assumptions based on a fixed
input, such as profit and fees, will be the same for each appraisal. However, we have questioned the
GDV and Costs specifically, as we consider that the Savills report appraisal inputs in this regard are
not reflective.

It is not abundantly clear why (apart from maintaining a scheme of 24 units to be under the Council’s
former threshold for provision of affordable, or to secure a scheme consent that uses viability of an
extant and proposed scheme methodology to pursue a viability based argument to mitigate affordable
housing provision, to create a more efficient scheme, and develop more net saleable floor area if that
floor area is reduced in overall value).

Broadly we consider that the proposed scheme would be more viable as a newbuild scheme than as
proposed by the Applicant, and would generate sufficient surplus in the order of £291,000 to contribute
to provision of affordable housing, or between 3 and 4 affordable housing units on site.
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Appendix 1 RLF report — Proposed Scheme
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Introduction
Further to an instruction from Sacha Winfield-Ferreira of BNP Paribas Real Estate, RLF has undertaken a

review of the construction cost plan dated 6™ September 2018 produced by CS2 for the proposed new build
residential development at Broadwater Road, Welwyn Garden City.

Cost Review

Basis of Cost

Base Date

The base date of the cost plan is 3Q2018 and there is no provision for inflation.

Floor Areas

The Gross Internal Floor Area (GIA) is stated as 2,560m?2. There is an area schedule included in the cost
plan showing the floor by floor totals. We have carried out checks and are satisfied that these reflect the
drawings used.

Procurement

The cost plan is priced on the assumption of a competitively tendered contract. It does not confirm a
procurement route merely that the Contract sum will be via a single stage traditional / design and build
procurement route. Design team fees are excluded.

Assumptions

A number of assumptions are set out in the Section 3.00 of the cost plan most of which are evident
throughout the detail of the cost plan.

Reference is made in the Information Used section to telephone discussions with the project Architects
which defined the allowances for internal finishes, these finishes have not been specified or detailed in the
Cost Plan.

The programme for the works has not been formally stated, but the preliminaries calculation is predicated
on an 80 week period.

Exclusions

A list of exclusions has been included in Section 2.0 of the cost plan. Most are exclusions that we would
generally expect at planning stage.

Quantification
The majority of the cost plan is quantified and RLF have not undertaken a detailed measurement review.

We have carried out a high level spot check of some elements which appear to accord with the drawings
listed within CS2 cost plan.
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Pricing and Rate Review

Overview (rates etc)

We have carried out a review of the rates in the cost plan as presented and have made adjustments
which we believe reflect current market prices. A detailed comparison of the changes is set out in
Appendix A and we have identified the main alterations below.

Demolition of the existing building is rated at £100/m2 which is considerably higher than market rates. We
have adjusted this to £55/m2.

The area used for the calculation of the upper floors costs is over stated when compared to the GIA
stated within section 1 of the report. The GIA of the upper floor’s is 1,894m2, the area used in the cost
planis 2,178m2.

Within the roof element of the submission an allowance of £26,250 is included for a plantroom. The
plantroom is on the ground floor and the associated costs are distributed through the structural and
finishes elements. We have not included any costs for this.

The rates for internal doors in the apartments including associated architraves has been priced at around
£790/door, this has been reduced to £550 / door which we consider to be closer to the benchmark for a
scheme of this quality.

Skim and decoration costs have typically included at £23/m2 which is considerable higher than market
rates, we have reduced this to £17/m2.

Cornices have been included to the apartments, new build dwellings of this nature would not typically
include cornices. We have omitted this allowance.

Kitchen’s (including appliances) have been included for at £10,260 which is higher than market rates for a
product of this nature. We have adjusted this to £7,260 per kitchen.

The wardrobes to the apartments have been included at £1,080/m for wardrobes consisting of a door,
shelf and hanging rail. We have reduced this to £600/m which is closer to the benchmark for a scheme of
this nature.

There is an allowance of £50,000 within the External Works for a sub-station. No reference is made within
the documents to a requirement / location of a substation. We have omitted this allowance.

On-Costs (Preliminaries, Overhead & Profit)
The Preliminaries are included as a lump sum total which equates to 14.98% of the construction costs
which is consistent with the level we would expect and reflects a £8,500/week allowance over an 80-week

programme. We have made no adjustment to the total.

The Overheads & Profit percentage is set at 6% of the works and preliminaries which we believe sits
within the current parameters of declared allowances for projects of a similar size.
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Fees

Design fees do not appear to be allowed for in the cost plan.

Inflation

In the exclusions section CS2 confirm the exclusion of both tender and construction inflation.
Risk (Contingencies)

A contingency has been included at 5% which is acceptable at this stage of cost planning and having
regard to the items of risk that are priced in the cost plan (e.g. contaminated soil removal).

Benchmarking
BCIS Comparators

The RICS Build Cost Information Service (BCIS) rates rebased to 3Q2018 with a location factor applied for
the Hertfordshire Region over a 10-year period upper quartile are:

Flats between 3 and 5 stories upper quartile is £1,802/m2 to which allowances of around 10% should
be added for external works resulting in an increased rate of £1,982/m2. With a 5% addition for
contingencies the maximum figure would be £2,081/m2
The CS2 cost plan rate of £2,269/m?2 sits well above this figure.
RLF Comparator
We have compared the adjusted cost plan rate of £2,054/m2 to our own database and schemes of similar
type which demonstrate that the costs sit within relevant comparators based on 3Q2018 costs and
location factors.

Bethnal Green (residential only): 77 units equating to £2,071/ m2 (GIA)

Great North Road (residential): 57 units, equating to £2,076 /m2 (GIA)
Recommendation

The RLF assessed construction rate of £2054/m?2 sits within the expected range for projects of this nature.

Our assessment of the cost plan is set out in Appendix A, and this indicates a reduction in cost of circa
9.45% against the CS2 cost plan.
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Cost Plan Assessment
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Introduction
Further to an instruction from Sacha Winfield-Ferreira of BNP Paribas Real Estate, RLF has undertaken a

review of the construction cost plan dated 13 August 2018 produced by CS2 for the proposed extension to
the existing building at Broadwater Road, Welwyn Garden City to create 24 residential units.

Cost Review

Basis of Cost

Base Date

The base date of the cost plan is 3Q2018 and there is no provision for inflation.

Floor Areas

The Gross Internal Floor Area (GIA) is stated as 2,560m?2. There is an area schedule included in the cost
plan showing the floor by floor totals. We have carried out checks and are satisfied that these reflect the
drawings used.

Procurement

The cost plan is priced on the assumption of a competitively tendered contract. It does not confirm a
procurement route merely that the Contract sum will be via a single stage traditional / design and build
procurement route. Design team fees are excluded.

Assumptions

A number of assumptions are set out in the Section 3.00 of the cost plan most of which are evident
throughout the detail of the cost plan.

Reference is made in the Information Used section to telephone discussions with the project Architects
which defined the allowances for internal finishes, these finishes have not been specified or detailed in the
Cost Plan.

The programme for the works has not been formally stated, but the preliminaries calculation is predicated
on a 74 week period.

No structural information / discussions are referenced in the Information Used section of the Cost Plan,
however large allowances have been included for remedial and strengthening works to the retained
elements of the building.

Exclusions
A list of exclusions has been included in Section 2.0 of the cost plan. Most are exclusions that we would

generally expect at planning stage, with the exception of fitted wardrobes (these have been included in
the subsequent Cost Plan produced for the new build scheme).
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Quantification

The majority of the cost plan is quantified and RLF have not undertaken a detailed measurement review.
We have carried out a high level spot check of some elements which appear to accord with the drawings
listed within CS2 cost plan.

Pricing and Rate Review

Overview (rates etc)

We have carried out a review of the rates in the cost plan as presented and have made adjustments
which we believe reflect current market prices. A detailed comparison of the changes is set out in
Appendix A and we have identified the main alterations below.

Soft strip of the existing building is rated at £35/m2 which is considerably higher than market rates. We
have adjusted this to £18/m2.

The allowance included for alterations to both the existing substructure and structure seem to be
extremely high with the allowances included broadly aligned to the complete new build costs. We have
reviewed these and made adjustments where applicable.

Within the roof element of the submission an allowance of £26,250 is included for a plantroom. The
plantroom is on the ground floor and the associated costs are distributed through the structural and
finishes elements. We have not included any costs for this.

The rates for internal doors in the apartments including associated architraves has been priced at around
£790/door, this has been reduced to £550 / door which we consider to be closer to the benchmark for a
scheme of this quality.

Skim and decoration costs have typically included at £23/m2 which is considerable higher than market
rates, we have reduced this to £17/m2.

Cornices have been included to the apartments, new build dwellings of this nature would not typically
include cornices. We have omitted this allowance.

Kitchen (including appliances) have been included at £10,260 which is higher than market rates for a
product of this nature. We have adjusted this to £7,260 per kitchen.

We have factored back in costs of the wardrobes which CS2 omitted, this adds £91,200 to the overall
assessment.

There is an allowance of £50,000 within the External Works for a sub-station. No reference is made within
the documents to a requirement / location of a substation. We have omitted this allowance.

On-Costs (Preliminaries, Overhead & Profit)
The Preliminaries are included as a lump sum total which equates to 14.35% of the construction costs
which is consistent with the level we would expect and reflects a £8,500/week allowance over a 74-week

programme. We have made no adjustment to the total.

The Overheads & Profit percentage is set at 6% of the works and preliminaries which we believe sits
within the current parameters of declared allowances for projects of a similar size.
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Fees

Design fees do not appear to be allowed for in the cost plan.

Inflation

In the exclusions section CS2 confirm the exclusion of both tender and construction inflation.
Risk (Contingencies)

A contingency has been included at 5% which is acceptable at this stage of cost planning and having
regard to the items of risk that are priced in the cost plan (e.g. contaminated soil removal).

Benchmarking
BCIS Comparators

The RICS Build Cost Information Service (BCIS) rates rebased to 3Q2018 with a location factor applied for
the Hertfordshire Region over a 10-year period upper quartile are:

Flats between 3 and 5 stories upper quartile is £1,802/m2 to which allowances of around 10% should
be added for external works resulting in an increased rate of £1,982/m2. With a 5% addition for
contingencies the maximum figure would be £2,081/m2. These benchmark costs do not discount the
impact of the cost savings for the retained sub and super structure.

The CS2 cost plan rate of £2,178/m?2 sits well above this figure.

RLF Comparator

We have compared the adjusted cost plan rate of £2,001/m2 to our own database and schemes of similar

type which demonstrate that the costs sit within relevant comparators based on 3Q2018 costs and

location factors.

Reading (residential only): 77 units equating to £1,345 / m2 (GIA)

Akelius Road (residential): 57 units, equating to £1,925 /m2 (GIA)

Recommendation

The RLF assessed construction rate of £2,030/m?2 sits within the expected range for projects of this
nature.

Our assessment of the cost plan is set out in Appendix A, and this indicates a reduction in cost of circa
6.81% against the CS2 cost plan, albeit the RLF assessment includes for wardrobes which aren't allowed
for in the CS2 cost plan.
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Summary
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o] BNP PARIBAS
o REAL ESTATE

Appendix 5 EUV —-v1



BNP Paribas Real Estate

Development Appraisal

37 Broadwater Road

Proposed - BNPPRE

Report Date: 19 November 2018



APPRAISAL SUMMARY

BNP PARIBAS REAL ESTATE

37 Broadwater Road
Proposed - BNPPRE

Summary Appraisal for Phase 1

Currency in £

REVENUE
Sales Valuation Units ft2 Rate ft2  Unit Price  Gross Sales
Apartments 24 21,614 425.07 382,812 9,187,500
Rental Area Summary Initial Net Rent Initial
Units MRV/Unit at Sale MRV
Ground Rents 24 225 5,400 5,400
Investment Valuation
Ground Rents
Market Rent 5,400 YP @ 5.0000% 20.0000
PV Oyrs 5mths @ 5.0000% 0.9799 105,827
GROSS DEVELOPMENT VALUE 9,293,327
Purchaser's Costs 3.80% (4,021)
(4,021)
NET DEVELOPMENT VALUE 9,289,305
NET REALISATION 9,289,305
OUTLAY
ACQUISITION COSTS
Residualised Price 827,318
Stamp Duty 31,366
Agent Fee 1.00% 8,273
Legal Fee 0.25% 2,068
869,026
CONSTRUCTION COSTS
Construction ft2 Rate ft? Cost
Apartments 27,556 ft? 188.60 pf2 5,197,106 5,197,106
Statutory/LA 31,627
31,527
PROFESSIONAL FEES
Architect 12.00% 623,653
623,653
MARKETING & LETTING
Marketing 1.50% 137,812
137,812
DISPOSAL FEES
Sales Agent Fee 1.50% 137,812
Sales Legal Fee 0.25% 23,223
161,036
FINANCE
Debit Rate 7.000% Credit Rate 1.000% (Nominal)
Land 117,967
Construction 265,742
Other 26,771
Total Finance Cost 410,480
TOTAL COSTS 7,430,640
PROFIT
1,858,665

File: G:\Development & Residential Consulting\Jobs\Affordable Housing\187228 - Welwyn Hatfield - 37 Broadwater Rd\Argus BNPPRE extant.wc
ARGUS Developer Version: 6.00.005 Date: 19/11/2018



APPRAISAL SUMMARY BNP PARIBAS REAL ESTATE

37 Broadwater Road
Proposed - BNPPRE

Performance Measures

Profit on Cost% 25.01%
Profit on GDV% 20.00%
Profit on NDV% 20.01%
Development Yield% (on Rent) 0.07%
Equivalent Yield% (Nominal) 5.00%
Equivalent Yield% (True) 5.16%
IRR 32.56%
Rent Cover 344 yrs 2 mths
Profit Erosion (finance rate 7.000%) 3 yrs 3 mths

File: G:\Development & Residential Consulting\Jobs\Affordable Housing\187228 - Welwyn Hatfield - 37 Broadwater Rd\Argus BNPPRE extant.wc
ARGUS Developer Version: 6.00.005 Date: 19/11/2018
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BNP Paribas Real Estate

Development Appraisal

37 Broadwater Road

Proposed - BNPPRE

Report Date: 12 February 2019



APPRAISAL SUMMARY

BNP PARIBAS REAL ESTATE

37 Broadwater Road
Proposed - BNPPRE

Summary Appraisal for Phase 1

Currency in £

REVENUE
Sales Valuation Units ft2 Rate ft2  Unit Price  Gross Sales
Apartments 24 21,614 425.07 382,812 9,187,500
Rental Area Summary Initial Net Rent Initial
Units MRV/Unit at Sale MRV
Ground Rents 24 10 240 240
Investment Valuation
Ground Rents
Market Rent 240 YP @ 4.0000% 25.0000
PV Oyrs 5mths @ 4.0000% 0.9838 5,903
GROSS DEVELOPMENT VALUE 9,193,403
Purchaser's Costs 3.80% (224)
(224)
NET DEVELOPMENT VALUE 9,193,178
NET REALISATION 9,193,178
OUTLAY
ACQUISITION COSTS
Residualised Price 645,274
Stamp Duty 22,264
Agent Fee 1.00% 6,453
Legal Fee 0.25% 1,613
675,603
CONSTRUCTION COSTS
Construction ft2 Rate ft? Cost
Apartments 27,556 ft? 193.05 pf2 5,319,607 5,319,607
Statutory/LA 31,627
31,527
PROFESSIONAL FEES
Architect 12.00% 638,353
638,353
MARKETING & LETTING
Marketing 1.50% 137,812
137,812
DISPOSAL FEES
Sales Agent Fee 1.50% 137,812
Sales Legal Fee 0.25% 22,983
160,795
FINANCE
Debit Rate 7.000% Credit Rate 1.000% (Nominal)
Land 91,711
Construction 271,934
Other 27,155
Total Finance Cost 390,800
TOTAL COSTS 7,354,498
PROFIT
1,838,681

File: G:\Development & Residential Consulting\Jobs\Affordable Housing\187228 - Welwyn Hatfield - 37 Broadwater Rd\v2 Argus BNPPRE extant
ARGUS Developer Version: 6.00.005 Date: 12/02/2019



APPRAISAL SUMMARY BNP PARIBAS REAL ESTATE

37 Broadwater Road
Proposed - BNPPRE

Performance Measures

Profit on Cost% 25.00%
Profit on GDV% 20.00%
Profit on NDV% 20.00%
Development Yield% (on Rent) 0.00%
Equivalent Yield% (Nominal) 4.00%
Equivalent Yield% (True) 4.10%
IRR 33.58%
Rent Cover N/A
Profit Erosion (finance rate 7.000%) 3 yrs 3 mths

File: G:\Development & Residential Consulting\Jobs\Affordable Housing\187228 - Welwyn Hatfield - 37 Broadwater Rd\v2 Argus BNPPRE extant
ARGUS Developer Version: 6.00.005 Date: 12/02/2019
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BNP Paribas Real Estate

Development Appraisal

37 Broadwater Road

Proposed - BNPPRE

Report Date: 19 November 2018



APPRAISAL SUMMARY

BNP PARIBAS REAL ESTATE

37 Broadwater Road
Proposed - BNPPRE

Summary Appraisal for Phase 1

Currency in £

REVENUE
Sales Valuation Units ft2 Rate ft? Unit Price  Gross Sales
Apartments 24 23,168 439.72 424,479 10,187,500
Rental Area Summary Initial Net Rent Initial
Units MRV/Unit at Sale MRV
Ground Rents 24 227 5,450 5,450
Investment Valuation
Ground Rents
Market Rent 5,450 YP @ 5.0000% 20.0000
PV Oyrs 5mths @ 5.0000% 0.9799 106,806
GROSS DEVELOPMENT VALUE 10,294,306
Purchaser's Costs 3.50% (3,738)
(3,738)
NET DEVELOPMENT VALUE 10,290,568
NET REALISATION 10,290,568
OUTLAY
ACQUISITION COSTS
Residualised Price 1,379,565
Stamp Duty 81,706
Agent Fee 1.00% 13,796
Legal Fee 0.25% 3,449
1,478,516
CONSTRUCTION COSTS
Construction ft2 Rate ft? Cost
Apartments 27,556 ft? 190.88 pf2 5,259,799 5,259,799
Statutory/LA 31,627
31,527
PROFESSIONAL FEES
Architect 12.00% 631,176
631,176
MARKETING & LETTING
Marketing 1.50% 152,813
152,813
DISPOSAL FEES
Sales Agent Fee 1.50% 152,813
Sales Legal Fee 0.25% 25,726
178,539
FINANCE
Debit Rate 7.000% Credit Rate 1.000% (Nominal)
Land 200,703
Construction 268,911
Other 29,723
Total Finance Cost 499,337
TOTAL COSTS 8,231,707
PROFIT
2,058,861

File: G:\Development & Residential Consulting\Jobs\Affordable Housing\187228 - Welwyn Hatfield - 37 Broadwater Rd\Argus BNPPRE proposed
ARGUS Developer Version: 6.00.005 Date: 19/11/2018



APPRAISAL SUMMARY BNP PARIBAS REAL ESTATE

37 Broadwater Road
Proposed - BNPPRE

Performance Measures

Profit on Cost% 25.01%
Profit on GDV% 20.00%
Profit on NDV% 20.01%
Development Yield% (on Rent) 0.07%
Equivalent Yield% (Nominal) 5.00%
Equivalent Yield% (True) 5.16%
IRR 30.28%
Rent Cover 377 yrs 9 mths
Profit Erosion (finance rate 7.000%) 3 yrs 3 mths

File: G:\Development & Residential Consulting\Jobs\Affordable Housing\187228 - Welwyn Hatfield - 37 Broadwater Rd\Argus BNPPRE proposed
ARGUS Developer Version: 6.00.005 Date: 19/11/2018
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BNP Paribas Real Estate

Development Appraisal

37 Broadwater Road

Proposed - BNPPRE

Report Date: 12 February 2019



APPRAISAL SUMMARY

BNP PARIBAS REAL ESTATE

37 Broadwater Road
Proposed - BNPPRE

Summary Appraisal for Phase 1

Currency in £

REVENUE
Sales Valuation Units ft2 Rate ft2  Unit Price  Gross Sales
Apartments 24 23,168 425.00 410,267 9,846,400
Rental Area Summary Initial Net Rent Initial
Units MRV/Unit at Sale MRV
Ground Rents 24 10 240 240
Investment Valuation
Ground Rents
Market Rent 240 YP @ 4.0000% 25.0000
PV Oyrs 5mths @ 4.0000% 0.9838 5,903
GROSS DEVELOPMENT VALUE 9,852,303
Purchaser's Costs 3.80% (224)
(224)
NET DEVELOPMENT VALUE 9,852,078
NET REALISATION 9,852,078
OUTLAY
ACQUISITION COSTS
Residualised Price 935,893
Stamp Duty 37,339
Agent Fee 1.00% 9,359
Legal Fee 0.25% 2,340
984,931
CONSTRUCTION COSTS
Construction ft2 Rate ft? Cost
Apartments 27,556 ft? 197.01 pf2 5,428,937 5,428,937
Statutory/LA 31,627
31,527
PROFESSIONAL FEES
Architect 12.00% 651,472
651,472
MARKETING & LETTING
Marketing 1.50% 147,696
147,696
DISPOSAL FEES
Sales Agent Fee 1.50% 147,696
Sales Legal Fee 0.25% 24,630
172,326
FINANCE
Debit Rate 7.000% Credit Rate 1.000% (Nominal)
Land 140,151
Construction 295,151
Other 29,426
Total Finance Cost 464,728
TOTAL COSTS 7,881,617
PROFIT
1,970,461
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APPRAISAL SUMMARY BNP PARIBAS REAL ESTATE

37 Broadwater Road
Proposed - BNPPRE

Performance Measures

Profit on Cost% 25.00%
Profit on GDV% 20.00%
Profit on NDV% 20.00%
Development Yield% (on Rent) 0.00%
Equivalent Yield% (Nominal) 4.00%
Equivalent Yield% (True) 4.10%
IRR 30.97%
Rent Cover N/A
Profit Erosion (finance rate 7.000%) 3 yrs 3 mths
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