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1 INTRODUCTION

11 Planning Policy Statement 3: Housing sets out the Govemments national planning
palicy framework to deliver its housing objectives. It identifies the Government's commitment
to providing high quality housing for people who are unable to access or afford market
housing. To achieve this, PF53 advocates a plan wide target for the amount of affordable
housing to be provided that reflects an assessment of the likely economic viability of land for
heusing

1.2 In tandem with the preparation of the Strategic Housing Land Availability Assessment
(SHLAA) ekosgen developed an affordable housing toolkit to assist Derbyshire Dales and
High Peak negoliate appropriale affordable housing provision sssocisted wilh residential
development proposals. This toolkit, which & an easy o use development appraisal, was
complaied in Autumn 2008.

1.3 ekosgen, Lambert Smith Hampton (LSH) and Cyril Sweett were commissioned in
October 2002, to assess the viability of affordable housing provision in Derbyshire Dales and
High Peak. The assessment comprizsed a two slage process:

« independent validation of the affordabde housing toolkit - Cyril Sweelt and LSH
completed an indepandent review of the toolkit and the assumplions contained
within it, This process culminated in a procass of developer testing with a8 number
of housebuilders offered the opportunity o review and comment upon the
assumplions employed

« affordable housing scenario testing - the two strategic housing locations (Buxton
and Chapel-ende-Frith) and & number of development scenarios were used 1o
assess the viability of vanous levels of affordable housing,

1.4 The Independent Assassment of the Affordable Housing Toolkit prepared by LSH and
Cyril Sweett in Decamber 2008 and LSH's summary of housebullder consultation are included
at Appendix A. The Affordable Housing Toolkit has been amended In accordance with the
conclusions and recommendations made by LSH and Cyril Sweelt and to reflect some of the
feadback recaived during the housebuilder consultation.

1.5 This report summarisas the outcomes of the affordable housing scenario testing and
providas recommendation on affordable housing policy for Derbyshire Dales and High Paak.
Itis struciured as follows:

= Chapter 2 - Method, Development Scenarios and Assumptions
s Chapter 3 - Affordable Housing Wiability
s Chapter 4 — Conclusions and Recommendations
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2 Method, Development Scenarios and Assumptions

Intreduction

21 In October 2008 ekosgen, LSH and Cyril Sweell ware cammissioned by Derbyshire
Dales District Council and High Peak Borough Council to undertake an assessment of
affordable hausing viability In Derbyshire Dales and High Peak, but excluding the area of the
Peak District National Park. Al this ime, the strategy for the allocation of housing sites in the
LDF was emerging.  This strategy has now been approved by Members. Strategic Housing
Sites will be identified in the Derbyshire Dales and High Peak Joint Core Strategy Plan and an
Allocations Development Plan Document will be prepared o identify the remaining sites,

22 Given the strategy that has now been approved by members, it is appropriate that the
affordable housing viabllity assessment should assess the viabiity of a varialy of levels and
types of affordable housing in accordance with the strategy and on the following basis:

« Strategic locations

Affordable housing viability for the bwo strategic locations in Buxton and Chapel-an-la-
Frith hes been assessad on the basis of site information and detailed development
proposals, where such information was available.  Detalled site information is
howaver, limited at this time. Reasonable assumptions have been used o fill gaps in
available data. Cyril Sweett have provided assistance to inform assumpticns on
development costs and LSH have provided evidence of property markel values,
market demand and phasing.

The sirategic locations will fikely provide greenfield siles. It is anticipated that
slrategic locations will be built out in phases of approximately 60 units. These key
characteristics along with other general assumptions and value and cos!t evidence are
similar to the characteristics and assumptions used to develop the medium greenfield
site development scenaro (explained in more detail below) and have therefore
formed the basis of phase based appraisals of the stratagic locations;

« Al other sifes

Affordable housing viahility for all other sites will ba assessed on the basis of a range
of notlonal development scenarios, utilising local market evidence, housing needs,
construction data and land values. The notional development scanaros test the
viahility of affordable housing on a housing unit basis. This approach was considered
to b2 & closer reflection of real world scanarios than the alternative method based on
percentages of total floor area.
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Scenarkos

Three key criteria have been used fo inform the development scenano, site location
{by housing market area), site size and whether the sile is a greenfield or brownfield
sita.

o Site location
The Housing Meeds Assessment and Housing Market Assessmenl each
identified 8 number of housing market areas in the Peak sub-region. The
affordable housing toolkit developed by ekosgen, utilized five housing markat
areas oulside the Mational Park and it is intended that these market areas will be
the basis for the site location scenarios. The five broad markets are:

Glossop, Hayfield and Gamesbey,

Buxton;

Whaley Bridge, Chapel-en-le-Frith and Maw Mills;

Ashbourne; and

Matlock, Darlay Dale, Tansley, Wirksworth, Middleton, Cromford and Matiock
Bath.

LIS R

Housing market evidence for each of these areas was assembled by LSH to
inform the open market valees for a renge of house properties including 1 and 2
bedroom apartments and 2, 3, 4 and 5 bedroom houses. Market evidence for the
sale of new-build houses and apartments is severely limited at the prasent time.
L5H have therefore made a variely of assumplions to determine robust opan
markel values for new-build properies. Thesa assumptions are based on
evidence of average values achieved in the different areas published by Land
Regisiry and Mouseprice.com and asking prices for new buikd properties taken
from Rightmove.com. Further information on the evidence and calculation of
average house prices is provided in the Independent Assessment of the
Affordable Housing Toolkit (included at Appendix A).

o Site size

We have developed a national small and medium site for the scenario testing.

1. The small site is a notional 0.5 hectares, provides a total of 15 units and
comprises @ mix of 5 no. 2 bedroom houses, 8 no. 3 bedroom houses and 2
no. 4 badroam houses,
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2. The medium site is a notional 1.5 hectares, provides a total of 80 unifs and
comprises a mix of 4 no. 1 bedroom apariments, & no. 2 bedroom
apartments, 20 no. 2 bedroom houses, 24 no. 3 bedroom houses, 4 no. 4
bedroom houses and 2 no. & bedroom houses.

These two scenarios have been developed to reflect the type of housing
development that has been typical in the study area, but also reflecting recent
changes to the housing market (particularly the shift away from very significant
levels of apartment development), Economies of scale apply to the development
cost assumplions adopled for the small and medium site scenarios. However,
The costs adopted for the 16 unit scheme are also ralevant for @ five unit schemea
ar a 20 unit schame, The costs adopted for the 80 unit schame are relevant for
development ranging from 25 to 100 units in size.

Given that the two strategic sites in Buxion and Chapel-en-le-Frith are the only
large development sites that are anticipated to come forward over the life of the
LDF, we have elected not to include a large site scenano.

The Independent Assessment of the Affordable Housing Toolkit provided
recommendations on updates to a number of development cosis. It also incledes
recommendations an costs for each of the site size criterfa,

Brownfield/Greenfield

The final key charactenstic for the scenaria based appraisal was 1o consider
potential impact of whether the site is previously developed. Cyril Sweett
provided headline development costs essociated to the small and medium
brownfield and greenfield sites (including site clearance, servicing and
infrastructure),

Reasanable assumptions have been provided by Cyril Sweett for demalition costs
and typical 'abnormal’ costs associated with brownfield and greenfisld eites for
the notional small and medum sites. A detziled breakdown of these costs is

Included at Appendix B

Land Value

The land value that we have adopted in the toolkit is £500,000 per acre. This was
based on evidence in the Valuation Office Agency's latest Property Market Report and their
views on land values in the Derby Area. Unforunately there was no evidence of land values
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in either Derbyshire Dales or High Peak, This value was tested with the developers during the
consultation process and whilst there were comments that there are variations within the
study area cne of the developers had adopted a similar figure in a recant site purchase.

24 The E500,000 per acre figure is a good base but there is clearly a need to monitor
this position as and when sites are acquired in the area. This will allow the Council to update
the toolkit with real market data and help provide mare accurate results on the viability of
sites.

Method

25  The updated and site specific data has been input into the Affordable Housing Toolkit
and a variety of appraisals completed to assess the visbility of varous levels and mixes of
affordable housing. Specifically, this included:

« Testing the level of affordable housing = utilising the Affordable Housing Toolkit to
run appraisals for various levels of affordable housing to calculate the point at which
development is calculated 1o be unvisble. Chapter 3 provides conclusions an the
viability level of affordable housing for each of the development scenarios and the
growth locations at Buxton and Chapel-en-le Frith,

« Testing the mix of affordable housing — Previous housing needs studies have
recommended a clear B0;20 split between social rented and shared ownership or
discounted sale. This study has not sought to reassess the validity of this mibc
However, it is not always possible to achieve a perfect 80020 split and we have
therefore assessed a variation on this mix. To assess the impact of different tenuras
of affordable housing on overall viability, we have also assessed a broad 50:50 split.

« Considering and testing alternative affordable housing models — such as flexible
tenure models (Le. rent to home buy). Other than Social Rented and Intermediate
Housing there are numerous variations on different models belng trialled and used by
different housing associations. They are in the main based around the concept of
stair-casing where the occupier stars in a social rented unit and In an agreed period
of time allows the purchase of soma aquity In the property.

Thera s a great deal of difficulty in valuing this type of product as there is no certainty
over value as there is no requirement on the fenant to take up the purchase option. It
is our understanding that in the main housing associations will take a pessimistic view
when It comes fo acquiring this type of property from a developer as they will have fo
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assume that it is social rented and treat any income al a kater dale as & bonus
prayimedil.

We have not tharefore appraised this type of model in the toolkit a5 we do not feal
that it will have any impact on the viability of a scheme as RSL's will still offer a
percentage based on the rent they will receive over a set period. This will have to
assume that the property remains as social rented and even if they did adopt @ more
posilive approach It would not be more valuable than intermediate housing o &

developer.

Reviewing Outputs - Reviewing the outputs of the appraisal to provide opinions on
the viability of specific levals and spiit of afferdable housing on the individual sites.
Conclusions about the impact of varying levels and mixes of affordable housing on
development viability a8 made in Chapter 3 of this report Based on these
conclusions, recommendations are given on suitable thresholds, proportions and
tenure split of affordable housing for sites in Chapter 4,
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3 Affordable Housing Viability

Introduction

31 This chapier provides conclusions on the viability of affordable housing within the five
distinct housing market areas and against the development criteria surmmarised in Chapler 2.
A number of appraisals were completed for the two strategic locations and each of the
scenarios to dentify the maximum level of affordable housing that can viebly be prowided.

3.2 The wviability of affordable housing has been assessed on the basis of the
assumpbons agreed with the client steaning group. Thess assumptions have been assessed
and fested by Cyril Sweelt and LSH. They are robust assumplions that are relevant to the
majority of development sites, The assumptions will not however, be true for all sites. In
such instances it will be for the developer to justify why the assumptions are not relevant and
provide evidence o justify a different level of affordable housing

3.3 The conclusicns on affordable housing viability are broken down according to the two
strategic locations and then by housing market area. The development appraisals for the
strategic locations and development scenarios are included at Appendix C.

Strategic Locations

34 The two strategic locations have been approved by the Derbyshire Dales District
Council and High Peak Borough Council. Both strategic locations are situatad in High Peak,
at Buxton and Chapel-en-le-Frith. The troad area of these two strategic locations for fufure
housing s emerging, but the precise location and extent of the sites remains to be
determined. For the purpose of assessing the viability of affordable housing associated with
development of the strategic locations, we have therefore utilised the medium greenfield site
development scenario. This scenaro s considered to provide a reasonable comparison to
one phase of a larger site and refiect the polential delivery of the strategic locations, given the
character and ownership of a8 number of the potential sites.

3.5 The following levels of affordable housing were essessed to be viable in the strategic
locations:

= Buxton Strategic Location
o 20% afferdable housing (assuming an 80:20 tenure split) is viable with a vary
modast adjustmant to the and price or profit kevel
o 20% affordable housing s also viable (with an enhanced retum) assuming a
50:50 tenure split.
= Chapel-en-le-Frith Strategic Location
o 25% affordable housing (assuming an B0:20 tenure split) is viable.

eko@Pgen 9



o 30% affordable housing is viable assuming a 50:50 tenure split

Glogsop, Hadfield and Gamesley

6 The Glossop, Haedfield and Gamesley Housing Market area has the lowest average
house prices for the study area. Consequently, it i o be expected that the level of affordable
housing that is viable In this area is the lowest of the five market areas. However, It has
surprised us that the development scenarios demonstrale development in the Glassop
housing market area to be unviable with even the lowest level of affordable housing tested.

37  The following levels of aflordable housing were tested and the negative impact on
development viability recorded:

« Small greenfield development scenario — & level of 13.3%" affordable housing s
calculated to be unviable based on our existing evidence and assumptions, This
is true for both 80:20 and 50:50 tenure splits.

s Small brownfield development scenario — a level of 13.3% affordable housing s
calculated to be unviable based on our existing evidence and assumptions. This
i true for both B0:20 and 50:50 tenure splits.

« Medium greenfield development scenarics — a level of 20% affordable housing is
calculated to be unviable based on our existing evidence and assumplions. This
is true for both 80:20 and 50:50 tenure splits.

« Medium brownfield development scenario — a level of 20% affordable housing is
calculated to be unviable based on our existing evidence and assumptions, This
Is true for both B80;20 and 50:50 lenure splits

a8 Clearly In this area, the appraisal suggesis that the money available for land
acquisition is below the £1.2355 million per hectare assumed for site acquisition.  However,
evidence of land prices and consultations with housebuilders sugges! that the assumed land
price & not unreasonable,

39 it Is possible that current economic conditions resulfing in Bmited new build house
transactions has impacted on the evidence aof house values (particularly for 2 and 3 bedroom
houses), The resulls may not support the delivery of affordable housing in the curment market
but the toolkit and policies will be used in the longer term and as such there neads to be an
aspirational target set that could be achieved i values increase. Recommendsbons on the
laval of affordable housing are set out In Chapter 4. Developers thal dispute the viability of

'"Prrcentzge affardable housing levels for the small site scenanics fee in unusual increments dus to the small rimber
of units, Lewwls siarl ai 13.3%, based on teo affordable wnils, and increass te 20% (3 affordable unds], 26.7% (4
affoadable uniks), 33.3% (5 affondable units), 40% (6 affordable units), efc
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this level of affordable housing should be required 1o justify a lower requirement on 2 site by
site basis.

Buxton

310 The Buxton housing market area has the second lowest average house prices after
Glossop. House prices across 8 number of property types are very similar. Prices for 3 and 5
bedroom houses in Buxion ane however, above the levels in the Glossop area.

341  The development scenarios in Buxton are viable with the following levels of affordable
s ing:

Small greenfield development scenario
o 13.3% affordable housing (assuming an BO:20 tenure splif) ks viable assuming
a small reduction to the land price {less than £20,000).
o The level of affordable housing that is viable (assuming a 50:50 tenure split}
falls between 13.3% and 20%.
Small brownfield development scenario
& 13.3% affordable housing is anly viable with a reduction to the land price.
This i true for both 80:20 and 50:50 tenure split
Medium greenfield development scenarios
o 20 % affordable housing is viable {assuming an 80:20 tenure split) with a
small reduction to the land price (less than £20,000).
o The level of affordable housing that is viable (assuming a 50:50 tenure split)
falis batween 20% and 25%.
Medium brownfield development scenario
o Affordable housing is viable al a level below 20% assuming both an B0:20
and 50:50 tenure split,

Central Whaley Bridge, Chapel-en-le-Frith and New Mills

312  Average house prices in the Central Whaley Bridge, Chapel-en-le-Frith and New Mills
housing market area are slightly higher than other areas in High Paak, but below the values in
Derbyshire Dales. The development scenarios in this area are viable with the following levels
af affordable housing:

» Small greenfield development scenario

a  The level of affordable housing that is viable (assuming an 80:20 tenure split)
falls betaeen 13.3% and 20%,
The level of affordable housing that is viable (assuming a 50:50 tenure split)
falls between 20% and 26.7%.

L]
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« Small brownfield development scenario

o

13.3% affordable housing is viable with a reduction to the land price. This is
true for both B0:20 and 50:50 tenure spiit.

« Medium greenfield developmant scenarios
o The level of affordable housing that is vieble (assuming an BO:20 tenure split)

falls between 25% and 30%.

o The level of affordable housing that Is viable (assuming a 50:50 tenure split)

falls between 30% and 35%.

+  Medium brownfield development scenario

1
o

Ashbourna

20 % affordable housing is viable (assuming an 80:20 tenure split) with a
small reduction to the land price (less than £20,000).

The level of affordable housing that is viable (assuming & 50:50 tenure split)
falls batween 20% and 25%.

313  Ashbourne benefits from the highest average house prices for the study area. The
level of affordable housing that can be provided in Ashboume is therefore higher than in each
of the other market areas. The development scenarios in Ashbourne are viable with the
following levels of affordable housing:

= Small greenfield development scenario

a

The level of affordable housing that is viable (assuming an 80:20 tenure spiit)
falls between 33.3% and 40%.
The level of affordable housing that is viable (assuming & 50:50 tenure split)
falls between 40% and 46.7%.

+ Small brownfield development scenario

o

The level of affardable housing that is viehle (assuming an 8020 tenure spiit)
falls between 20% and 26. 7%

The level of affordable housing that is viable (assuming a 50:50 tenure spiit)
falls between 26. 7% and 33.3%.

» Medium greenfield development scenarios
o The level of affordable housing that |s viable (assuming an B0:20 lenure spiit)

falks batwean 50% and 55%,

o The level of affordable housing that is viable (assuming & 50:50 tenure spiit)

falls betwean 55% and 60%.

s  Medium brownfield development scenario

o

The level of affordable housing that is viable (assuming an B0:20 tenure spilit)
falls between 40% and 45%.
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o The level of affordable housing that is viable (assuming a 50:50 tenure split)
falls batween 45% and 50%.

Matlock, Darley Dale, Tansley, Wirksworth, Middleton, Cromford and Matlock Bath

314 House prices for the Matlock housing market area are second only to Ashbourne.
The area can also support a reasonably high level of affordable housing. The development
scenarios In the Matlock Housing Market area are viable with the following levels of affordable

housing:

+ Small greenfield development scenarlo
o Tha level of affordable housing that is viable (assuming an 80:20 tenure split)
falls babwesn 33.3% and 40%.
& The level of affordable housing that s viable (assuming a 50:50 tenure split)
falls between 40% and 46.7%.
Small brownfield development scenario
o 13.3% affordable housing is vieble with a reduction to the fand price. This is
true for both &0c20 and 50:50 tenure split
Medium greenfield development scenarios
o The level of affordable housing that & viable (assuming an B0:20 tenure split)
falls between 35% and 40%.
a The level of affordable housing that Is viable (assuming & 50:50 tenure split)
falls between 4096 and 45%.
Medium brownfield development scenario
o The level of affordable housing that is viable (assuming an 80:20 tenure split)
falls between 25% and 30%.
o Tha level of affordable housing that is viable (assuming a 50:50 tenure split)
falis between 30% and 35%.

318 The various development appraisals cleardy demonstrales that there is not a
consistent level of affordable housing that is viable across the study area.  This is not
surprising given the variation In house prices. It is surprising that low levels of affordable
housing (13.3% for small sites and 20% for medium sites) are unviable in each of the
development scenarios in the Glossop, Hadfield and Gamesley area,

3168  The table overleaf provides a summary of the results of the viability assessment by
Iocation, development scenario and fenure split
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4 Conclusions and Recommendations

Conclusions

41 It is evident from the assessment of affordable housing levels that there is not a
single policy level that will work across all sites in all areas. High Peak and Derbyshire Dales
currently require different levels of affordable housing within their respective areas (and
outside the National Park boundary).

42 To address problems with affordability within the Sub Region the three planning
authorities have each produced supplementary planning documents which set the parameters
for delivering affordable housing through the planning system. The requirements of the
Derbyshire Dales and High Peak planning authorities are as follows!

= Derbyshire Dales - A minimum of 45% of housing should be affordable on sites of
15 or more or where its site area is 0.5ha or more in Matiock, Ashboumne and
Wirkaworth, In key rural settlerments 33% of all dwellings on sites of 2 or more or
where the site area is 0.1ha and above are required to be provided as affordable
housing. Elsewhere the District Council will generally seek a financial contribution
in lieu of on-sita praviskon.

« High Peak - A minimum of 30% of housing should be affordable on sites of 5 or
more dwellings or where the site area is 0.17ha or more within setilemanis of less
than 3000, Elsewhere there should be 30% of affordable housing on sites of more
than 16 dwellings or where the site area is 0.5ha or more.

4.3 The approach of varizble affordable housing policles is evidently appropriale based
on this viability assessmeant.

4.4 It is entirely appropriate that affordable housing policy should maximise the supply af
affordable housing. Affordable Housing policies should be set at a level that maximises the
patential return, but recognises that such levels might not always be appropriale and provides
a methad by which applicants can justify & lower provision. This method should not discount
the level of affordable housing in circumstances where developers have paid above the
market value (@ccounfing for affordable housing policy).

4.5 There are & number of approaches that Derbyshire Dales and High Peak could adopt
is selting affordable housing policy. The existing policies adopt different approaches fo size
and location. This viabllity assessment confirms that site size and location have a significant
bearing on the viabilty of affordable housing. The use of site location and size in sefting
affordable housing policy is supported,

46 The review and validation of the Affordable Housing Toolkit by LSH and Cyril Sweetl
identified higher percentage costs for a number of elements of the development cost. These
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costs all increase to a greater or lesser extant based on the site of project. LSH and Cyril
Swestt identified three broad size bands for development coat (<25 units, 25 — 100 units and
=100 units), These siza bands have been reflected as appropriste in this viability
assessment Equally, it is appropriate that these size bands are reflected in affordable
housing policy.

4.7 The two authorities are keen to maximise the supply of affordable housing. PPS3
sets a national indicative minimum sie size threshold of 15 dwellings, but identifies that Local
Planning Authorities can set lower minimum thresholds where visble and practicable. The
viability of lower thresholds has been tested through this assessment Provision of some
affordable housing has been demaonstrated to be viable on siles below the 15 dwelling
threshold in both districts (assumptions retating to development costs for the 15 unit scheme
are equally relevant when applied to smaller schemes). It is therefore appropriate to require
affordable housing on sites providing less than 15 dwellings

4.8 The viability assessment also confirms that the level of affordable housing that is
viable differs for brownfield and greenfield development sites. However, the stalus and
associated cosis of site preparation and development are not consistent on a site-by-sile
basis and It |s there |s not & consistent difference between greenfield and brownfield sites.
The use of site status In determining affordable housing policy is not therafore supported.
Significant abnormal cosls associated with preparing or senvicing & development site which
were not reasonably obvious when the site purchase was agreed, woukd perhaps be Just
raasans lo consider a reduction to the level of affordable housing.

4.9 Thers are @8 number of location specific criteria that could be used in setling
affordable housing policy. These could relate to authority area, urban and rural context or
housing market areas. For the purpose of the viability assessment the housing markel areas
identified and adopted by various past housing studies were used. These areas reflecl many
of the different characteristics across the two authorities and, importantly, provide the
necessary lavel of evidence to test viability at maore local levels than the authority level.

Recommendations

410  Given tha results of the affordable housing viabllity assessment it is recommended
{hat affordable housing requirements are determined by reference fo;

« Location (either authosity area or housing market area); and,

& 58,

411  The level of affordable housing that is viable differs between the two authority areas,
with a higher level of affordable housing viable in Derbyshire Dales. However, there ara also
differences bebween housing market areas within each authority area. It would perhaps be
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simplest 1o set a consistent level for each of the authority areas. Depending upon how the
level was seal, this approach would likely have one of two oulcomes:

« If a modest level is set, the lavel of affordable housing provided might not realise
the full potential supply; or,

= [Ifa high leval is set {supported by viability in the strongest market areas) it is likely
that this level will be challenged each time an application i5 submitted in the
weaker housing markel areas

412  Whilst it will potentially result in a more complex policy, different levels of affordable
housing based on housing market arsa would realise the maximum potential supply of
affordable housing. This approach should maximise the supply of affordable housing, whilst
reducing the tme spenl assessing the viability of affordable housing on sites in waaker
housing market area,

413  Across the housing market areas, site size has a significant impact on viability. Thera
are a number of efficiencies and cost savings lo developing larger sites. Tha impact of this is
that a lower level of affordable housing is visble on smaller sites. Affordable housing policy
should reflect this.

414 LSH and Cyril Sweett have ientified that the additional costs of developing sites
depanding on the number of residential unils. Higher levels of affordable housing are also
viable on smaller sites in stronger housing markel areas, More affordable housing s,
therefore, viable on smaller sites in the housing areas in Daerbyshire Dales.

415 Based on our conclusions and for these reasons sel out sbove, we would
recommend either of the follawing two oplions to affordable housing policy:

Option 1: Authority based Policy

s Derbyshire Dales
45% affordable housing on sites of 25 units or more
33% affordable housing on sites of 3-24 units

# High Paak
30% affordable housing on sites of 25 units or more

20% affordable housing on sites of 5-24 unils

Option 2: Market Area Based Policy
» Buxton Strategic Location
25% affordable housing on all sites

+ Chapel-en-le-Frith Strategic Location
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0% affordable housing on all sites
¢+ Glossop, Hadfield, Gamesley Housing Market Area
15% affordable housing on sites of 5-24 wnits
20% affordable housing on sites of 25 units ar mare
= Buxton Housing Market Area
20% affordable housing on sites of 5-24 units
2E8: affordeble housing on sites of 25 units or mare
« Central Whaley Bridge, Chapel-en-le-Frith, New Mills Housing Market Area
25% affordable housing on sites of 5-24 units
30% affordable housing on sites of 26 units or mare
* Ashbourne Housing Market Area
40% affordable housing on sites of 3-24 units
50% affordable housing on sites of 25 units or more
s Matlock, Darley Dale, Tansley, Wirksworth, Middieton, Cromford, Matlock
Bath Housing Market Area
4 0% affordable housing on sites of 3-24 unils
45% sffordable housing on sites of 25 units or mare

nb. The minimum site size threshold has been determined in each instance by the
recommended affordable housing requirement (Le. application of a 20% requirement is
reflevant on schemes of 5 units or more — schemes of 4 units or less are not sufficient 1o
require provision a complete affordable housing unit).

4416 These targets are considered to provide & robust mediumdong lerm target for
affordable housing. From the affordable housing viability assessment their will evidently be
circumstances when a lower level may be appropriate. Derbyshire Dales and High Peak can
use the affordable housing toolkit to assess the viability of individual developments.
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Derbyshire Dales and High Pesk Davelcpment Appraisal Tockil
District Cauncis Indapandant Review

1.4

1.2

1.3

1.4

Introduction

This report represents Lambert Smith Hampion's assessment of the Development Appraisal
Toolkit which has been developed by ekosgen for Derbyshire Dales and High Peak District
Council, We have focused our critiqgue on the approach of the development appraisal and a
range of variables, such as:

» Unit Types and Sizes;

« Selecied Development Costs;

« Phasing Periods,

= [Finance Costs;

« Developer's Profit Marging; and
= Estimated Land Values.

We have not commented in detail an hard build costs as these have been provided by Cyril
Sweel. At this stage, without a full market review, we have only provided an initial view on the
value assumptions which have been assumed.

Our critique is based upon a desktop review of the borough and our experience with
residential devalopment across tha North West,

The appraisal tool kit was prepared for the specific purpose of assessing the viability of
providing affordable housing on the sites within Derbyshire Dales, High Peak and the National
Park. It was produced to assess sites that come forward through the development control
process as well as reviewing the policy requirements of allocated sites. On this basis the ook
kit was fit for purpose. Those areas wherne we feel the tootkit can be adapted are highlighted in
the following chapter.
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2 Development Appraisal Tool Kit Review
Development Costs

21 Thiz section outines LSH's view on certaln aspects of the Development Appraisal Toolkit
(DAT), howewver, many of the specific cost issues have been dealt with by Cyril Sweet within
thair repart
Unit Size and Construction Costs

22 We believe that the breakdown of property type and unit sizes does nol accurately reflect the
current development market,

2.3 In relation ta the property type we are of the view that il is important to separate out apartment
development and housing development unit types. This i because there are substantial
differences between the potential size of units and in parficular the cost associated with
development. We would suggest that an option to include one and two bed apartments
(possibly three bed as well) is included within the propery type section. For housing
development unit types should include, 2, 3, 4 and 5 bed units. The table below provides a
break down of different property types, including the size of these units, the build costs
provided by Cyril Sweet, and the total build cost per property.

Tahla 1

Property Type Size of Unit Hard billed cost Total billed cost per

(sq m) (E per sq m) BOPAYY N

1 bed apartmeant 45 1270 - 1668 52,420 — 76,728

2 bed apartmant 60 1170 - 15560 70,200 — 93,000

2 bed house 74 1032 = 1319 7B, 368 - 97, 606

3 bed house g2 1029 - 1315 84 668 - 120,980

4 bed house 111 8BS — 1264 108,779 = 140,304

& bed house 149 840 — 1190 140,060 — 177,310

24 In the table above, we have introduced our cwn opinion on the potential size of units. These

represent a slight increase on the original unit sizes which were Included within the DAT.
Whilst we are happy for average unit sizes to be included within the DAT when there is no

hiarch 2010 i
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other information, we woukd suggest that (he tolkit allows for manual input of unit sizes as

these are often provided by developers.

25 Cyril Sweatt comment in their report on Code for Sustainable Homes. Building Regulations are
likely to mean that from 2010 all private housing will be built to Code level 3. As such all our
base construction costs assume this standard. We recommend thal a new cell is added to the
DAT that allows the Council to allow a percentage increase to the base costs if a developer is
providing @ higher level of code for sustainable homes. This level should be linked to the
Increasing costs of reaching the higher standards and will need fo be linked fo the tables in

Cyril Sweait's report.

Development Contingency Rates

28 The DAT provides an average contingency rate of 3%, We feel that 3% s within what we
would usually class as a reasonable range assumption as it is possible for contingency rates
1o vary from 3% up to 10%. In terms of development contingency on a large site with few or no
devalopmant complications such as remediafion, abnormal foundations and engineering
works, we feel that 3% is a reasonable assumption as a contingency allowance.

27 However on smaller sites, particularly those baing brought forward by smaller development
companies we feel that a 3% contingency level is too low. We would recommend that
contingency allowances are linked to the size of a project and these stepped rates are
included within the DAT handbook. Patentially, confingency allowance rates could be

represented as shown balow;

Tabieg 2
Stepped Contingency Rates
Mo, Units <25 25-100 100+
Contingency Rate 7.5% 6% 4.5%

28 The above stepped rates are intended to provide an example of how the rates could be used
within the DAT. Cyrll Sweelt have been consulted on these rales and they are comfortable
with the levels proposed. We would therefore recommend that the Contingency Cell in the

DAT s made a variable cell,
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Professional Fees

The 12% rate for professional fees included within the DAT is within the generally acceptable
parameters of development appraisals. Usually, professional fees can vary between B-12%
and in the curent economic climate competiion between companies |5 often driving
professional fees down even further.

Bearing in mind, however, that the DAT Is expected to be utilised by the council over a long
perod of time, we feel that the current low professional rates should be discounted. As with
the cantingency rates set out above, we feel that a stepped scale of fee rates is applied, this
can be inputted by Development Conirol Officers as required. The table below outlines our
opinion on how the rates could be stepped. Cyril Sweett has been consulted and they have

accepted this approach

Tabilg 3
Stepped Professional Fee Rates
No. Units =25 28100 100+
Professional Fee Rete 12% 10% 8% J
Build Periods

In our apinian, the provision for a 12 month bulld period for the DAT is too static and should be
linked 1o the number of units that are proposad on a site, The Build Period actually relates fo
the length of Ume the construction takes but alen Includes the time it takes lo sell the
properties, in reality it is the development period.

18-24 months ago developers (particularly larger ones) were often happy to assume build and
sales rates of between 50-100 unite per annum. In the current cimate bulld and sales rates
are more likely to be around 30-35 units per annum. The DAT needs to be applicable to
development scenarios over a set period of time; therefore, the low build rates that are
currently used may not be appropriate

The build pariod in the DAT s linked to the finance rate. The finance rate is charged over half
the build period to reflect the S —Curve in development finance. This is basically that costs are
low at the start of the project, increase during the construction phase and decrease towards
the projects complation throughout the sales period. A simple way of adopting this approach is
to caloulate the finance costs across half of the build period.

flarch 2010 1
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218

Based on the S-Curve approach the build period in the DAT is far half of the development
period. Wa suggest that the following approach is adopled.

Tabia 4
Build Period
Mo. Units 20 40 60
Build Period & 12 18

Ve have assumed that for schemes over 80 units developers would phase the development
and therefora finance costs would apply to more than 18 months on any one phase.

Finance Cosi

Estimating finance costs is often the mast difficult element of an appraisal as it can range
depanding on the curent economic climate but also the size and borrowing power of the
developer. When market confidence was high, prior to the credit crunch, an assumption of 2%
above base rate wes generally accepted as appropriate. This changed during the credit
crunch to a margin above the 3 manth LIBOR rate. Given the difficulties banks have had over
the last 18 manths, lending has become much more difficult with banks unwilling to lend to

many property davelopers.

As LIBOR rates are now o low, finance rates vary depandent on developer covenant and
development risk. Developars are currently reporting rates of between rates of between 5%
and 6% Including arrangement fees at 1%. The cument uncertainties In the financial market
mean it is impassible to place a static figure on finance costs at the minute. For the purposes
of the appraisal we would recommend setting this level al 5% based on current trends but this
needs to be reviewed regularly given constant changes in the banking climale. An
arrangement fee should be added inlo the assumptions st 1% of total borrowings, We have
reviewed developer submissions recently where arrangement fees have not been appled.
This is generally for the larger volume house bullders who have pre arranged loan facilities
and do not refinance on a sile by site basis,

Development Profit Margins

The DAT alows for just 10% profit on Gross Development Value (GOV), In our opinian, this is
too low. Pre credit crunch, English Partnerships allowed for & developer profit of 15% on GOV
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for regeneration schemes which required gap funding, which is @ more reasonable assumption
when the market improves.

At present, however, developer profit margins are often dictaled by their lending institution
which requires a level of profit which reduces risk and helps to guarantes their investment. To
obigin funding Banks are requesting developers receive profits of at least 20% of GDV ghven
the cument uncertainties with the values, Given this approach we would recommend setting
the developers profit at a level of 17.5% on GOV which is not unreasonable in the cument
climate but waukd also stand up to scrutiny s and when the market improves over the coming
years.

Resldential End Sales Values

The DAT uses residential values that have been provided by the Joint Housing Needs Survey.
In our opinion the use of these values in principle is a reasonable assumption, however, they
should be used with caution due to changes in the markel. Wa are currently undertaking a
residential market review and will be updating these values accordingly.

Taking the DAT forward, we would suggest thal the residential sales values are reviewed
regularly {preferably every quarier). Residential value information, including new bulld values
figures, can be purchased from the Land Registry. Depending on movement within the
residential markat, we would suggest that the values are updated according to the average %
growth/fall in property values for the relevant market area, This way values in the DAT will be
kept up 1o date and will be flexible to changes within the market.

Land Values

The DAT assumes that acceptable land values for residential development are equivalent to
existing use value with an uplift of 20%. In our opinion, this sssumplion Is inaccurate. For
example, Il existing use value is agricultural or industrial, the value of that land with the benefit
of a residantial permission is likely to be significantly higher. The VOA currently has
agricultural land values at c. £5,000/acre and industrial values {Derby) at approximately
£130,000Vacre. In contrast, the VOA estimates that gross residential values (Derby) are
around £500,000{acre

One of the |ssues with assuming residential land values at 20% uplift on exisling use value is
that this, lo a certain extent, fixes market price. In reality, landowners will be unwilling to part
with their land until it reaches a level that they feel is equivalent to its worth. Developers are
required to pay at a level equivalent 1o the appropriate land value. We accept that this should
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reflect s106 requirements and abnormal costs, which Is how they eventually calculate the Net
land value of the site..

We are of the opinion that there s @ minimum value for residential land which developers will
have to take inlo account in order to successfully bid for a site and be able to build new
houses, A full market review, with an axamination of current land values, will halp to identify a
reasonable assumption of what is an acceptable gross residential land valus. We would
suggest that in the first instance the WOA figure for Gross Residentail Land is adoptad at
£500,000 per acre and developers and agents should be consulted to determine whether this
is reasonable or should ba lowered or increased fo reflect the values in the market areas fo be
essessed,

Development Values

Market Overview

LSH have undertaken an assessment of house prices across the study area to inform the
viahility assessment. The assessment has been based on the different market areas identifiad

in the Strategic Housing Market Assessment. They are:

» Glossop, Hadfield and Gameslay

s  Buxton
+ Central - Whaley Bridge, Chapel-an-le-Frith and New Mils
s+ Ashboumne

« Matlock, Darey Dale, Tanshey, Wirksworth, Middleton, Cromford and Matlock Bath

To obtain value Information we have reviewed a number of different sources including
Mouseprica.com, Land Registry and Rightmove.com. This has enabled us to assess actual
selfiing prices as well as asking prices for new properiies so that we have been able to make
informed judgements about the values usad in the Toolkit

The following tables show the average salling price of properties in the study area taken from
Mouseprice com which is based on information updated 1% December 2000,
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Glossop, Hadfield & Gamesley

Average House Price
1 Bedroom Properties £102,000
2 Bedroom Properties £106,100
3 Bedroom Properties £141,300
4 Bedroom Properties £233,700
5+ Bedroom Properties E249,300
Searca: Mousaprice com
Buxton
Average House Price
1 Bedroom Properties £86,600
2 Bedroom Properties £128,200
3 Bedroom Properties £145 800
4 Bedroom Properties E£210,000
5+ Badroom Properties E280,700

Saurce: Mousepnics.com

Cantral — Whaley Bridge, Chapel-en-le-Frith and New Mills

I

Average House Price
1 Bedroom Properties £04,100
2 Bedroom Properties £127 500
3 Bedroom Properties £155,300
4 Bedroom Properties £217,750
5+ Bedroom Properties £334,000

Source: Moussprice com
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Ashboume
Average House Price
1 Bedroom Properties £161,900
2 Bedroom Properties £151,000
3 Bedroom Properties £172 800
4 Bedroom Properties £264 200
5+ Bedroom Properties £367 600

Soume: Maolsaprics. com

Matiock, Darley Dale, Tansley, Wirksworth, Middleton, Cromford and Matlock Bath

Average House Price i
1 Bedroom Properties £118,600 i
2 Bedroom Properties £145 400
3 Bedroom Properties £166,900
4 Bedroom Properties £251,500
6+ Bedroom Properties £328,100 =

Source; Moussprice. com

228  These tables formed the basis of the assessment of value bul it was considerad important to
check these figures with Land Registry posicode data and asking prices for new and nearly
new propartes on Rightmove .com,

229  The Land Registry Data s presentad in a different way to the Mouseprice.com data so it is not
directly comparable but does give a good indication of values based on post code sectors. It is
based on average sales prices achleved between July and Seplamber 2009,

230  The following tables show the values achleved in the different market areas,
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Glossop, Hadfleld & Gameslay

Average House Price (Postcode Sectors)

SK131 SK1386 SK137 SK13 8
FlatiMaisonette | - - = -
Terraced £117,000 £98, 500 £109, 165 £107,303
Semi Detached | £146,500 £158,990 £204,800 £148,350
Detached - £215,750 £334,750 £238,153
Source: Land Regisiry
Buxton
Average House Price (Postcode Sectors)
SK1T 6 SKATT SK17 8 SK17 8
Flat/Maisonette | E£122,837 - - -
Terraced £187,272 £106,625 £133,166 £147,750
Semi Detached | £238,055 £148,000 £156,125 £140,884
Detached E2B8 498 - £422 750 E320,000
Source; Land Fepgatry

Central — Whaley Bridge, Chapel-en-le-Frith and New Mills

Average House Price (Postcode Sectors)
SK2Z21 BK2z 2 SK2ZZ 3 SK22 4 SK230 SK23 T SK23 9
FlatiMaisonette - £148, 166 t £80,796 - - i
Terraced £140,500 £108,350 | £118.044 | F£90,000 | £132,500 | E125000
Semi Detached - £166,873 | £117.828 - £190,168 | E153,750
Detached = - - £310,000 | £190,031 | £350,00 | E363,750
Source: Land Regstry
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Ashbourna
Average Housa Price (Postcode Sectors) .
DEG 1 DE& 2 DEG 3 DE6 6
Flat/Maisonette | £115,000 - - -
Terraced £120,786 - - -
Semi Detached £163,777 £151,250 £162,187 £165,000
Detached £263,346 £491,250 £337.600 £338.832
Sowrce: Land Regiary

231

Matlock, Darley Dale, Tanslay, Wirksworth, Middleton, Cromford and Matlock Bath

Average House Price (Postcode Sectors)
DE4 2 DE4 3 DE4 4 DE4 5
FlatiMalsonette - - £140,833 >
Termaced £149,899 £129,317 £107,055 -
Semi Detached £181,765 £156 468 £125,650 £215.785
Detached £255 384 £290,650 £241,153 £287 545
Source: Land Regstry

The Mousaprice and Land Registry data is all based on actual selling prices but tekes account
of all properties, new and old. As such it does not allow for the premium that is often attached
to new houses. In establishing our value assumptions we also look account of the asking
prices of new and nearly new propertias on Rightmove.com. The following is a summary of the
asking prices for properties in the different areas.

Glossop, Hadfield & Gamesley

Location Property Details Asking Price

Glossop 4 Bed Detached £379,950

Glossap 4 Bed Detached £340,000
I_IEIl:ns.E-v::l[.'m 4 Bed Detached £258 950
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Hadfiald 3 Bed Town House £154,995
Hadfiald 3 Bed Apt £143 950
Hadfiald 2 Bed Apt £125950

Source: Righlmove cam

Buxton
Location Property Details Asking Price
Buxion 5 Bed Detached £549 500
Buxton & Bed Detached £415,000
Buxton 5 Bed Detached £415,000
Buxton 4 Bed Detached £369,995
Buxton 4 Bed Detached £330 995
Buxton 4 Bed Detached £330,000
Buxton 4 Bed Detached £279,995
Buxton 5 Bed Detached £274 950
Buxton 4 Bed Town House £229,995
Buxton 3 Bed Detached £204 950
Buxton 2 Bed Apartment £108,950

Source: Righimave. com

Central - Whaley Bridge, Chapel-en-le-Frith and New Mills

Location Property Details Asking Price
Whaley Bridge 6 Bed Detached £350,000
New Mills 4 Bed Detached £300,000
New Mills 4 Bed Detached £249 950
New Milts 3 Bed Detached £235,000
New Mills 3 Bed Town House £230,000
MNew Mills 3 Bed Town House £220,000
New Mills 3 Bed Mews £190,000

March 2010 12



Dierbyahive Dales and High Peak
Disirct Councils

Dwwelopmeand Appiaissl Toolkid

Inapendan Review
Whaley Bridge 2 Bed Apariment £140,000
Whaley Bridge 1 Bed Apartmant £114,950
Source. Rghomove.com
Ashbourne

Location Property Details Asking Price
Ashbourms 4 Bed Detached £432 950
Ashbourne 5 Bed Detached £375,000
Ashbourne 2 Bad Apartment £175,000
Ashbourne 4 Bad Detached £549.850
Ashbourme & Bed Detached £338,050
Ashboume & Bed Detachad £334,950
Aghboumne 4 Bed Detachad £325,000
Ashboumne 4 Bed Detached £289,0850
Ashbourne 4 Bed Detached £284.0650
Ashbourne 3 Bed Detached £237,500
Asghboume 3 Bed Detached £225,000
Aghboume 3 Bed Town House £215,000
Ashboume 3 Bed Semi £189,500
Ashboume 2 Bad Apartmant £179,850
Ashbourne _ 2 Bed Semi £165,000 J

Sourca’ Fighimonse. com

Matiock, Darley Dale, Tansley, Wirksworth, Middleton, Cromford and Matlock Bath

“Lt:l-catiun Property Details Asking Price
Tansley 5 Bed Detached £485,000
Matiock 3 Bed Detached £335,000
Matiock 3 Bed Detached £325,000
Darley Dale 2 Bed Apartment £310,000

March 2010
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Matiock 3 Bed Detached £253,000
Matiock 3 Bed Detached £249,000
Darley Dale 2 Bed Coltage £249 000
Matlock 3 Bed Detached £235,000
Matiock 3 Bed Semi £2085,000
Matiock 2 Bed Semi £1590,000
Matlock 2 Bed Semi £185,000
Matlock 2 Bed Aparimant £120 850

Bowce: Rightmove, com

Summany

232  Using the information from all the sources above as well as our own experiences in the two
autharity areas we have come lo our views on the value assumptions 1o be adopted in the
areas. Whilst accepiing that there will always be exceptions ie. really expensive properties,
we have tried to adopt realistic assumptions that will be applicable to the majority of schemes.

The table over the page provides the detall of our value assumplions.

March 2310
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7 Conclusions and Recommendations

31 LSH and Cyril Sweet have reviewed the DAT and are of the opinlon that the following changes
should be made;

The property types and size of the properties should be amended ta raflect those in table
T

A new cell should be added to the DAT that automatically applies a parcentage increéase
to the build costs if they achieve higher than code for sustainable homes level 3;

The cell for contingency should be varizble with bext added to the guidance note to explain
the levels that should ba applied depending on the number of units fo be developed as set
out in table 2;

As with the contingancy, the cell for professional fees should be varable with text added
to the guidance note to explain the levels that shoukd be applied depending on the number
of units to be developed as set out in table 3,

The build pericd should also become varable with texd added to the guidance note io
expiain how the figure should be linked to the number of units as set out in table 4,

The different land values of land for agricultural, industrial and miscellaneous should be
taken out and replaced by a land value based on the VOA's residential tand value for
Derbyshire of £500,000

The developers profit should be increase fo 17.5% of GOV

Manch 2010
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Derbyshire Dales and High Peak Affordable Housing Viability
Study

Development Appraisal Toolkit Consultation

Date: 19 January 2010
Appraisal Toolkit Consultation

Consultations were undertaken week commencing 11 January 2010 with 3 developers and
one RSL; PJ Livesey, Morris Homes, Jones Homes and Peak District Rural Housing
Association. The consultation was undertaken to test and challenge the assumptions made in
the toolkit and obtain developers opinions and observations.

Build costs and dwelling size

Two of the developers suggested that the unit sizes we suggested were too large and that
their standard dwellings were smaller. The other developer suggested that the apartments
were too small but this contradicted the views of the others. Based on the comments we
amended our unit sizes to reflect the views of the consultees. The table below shows our
original unit sizes and the amended version which has been adopted in the toolkit.

Unit Type Original Unit Sizes (Sq.m) Amended Unit sizes -
Adopted in Toolkit (Sq.m)
1 Bed Apartment 46 41
2 Bed Apartment 60 55
2 Bed House 74 65
3 Bed House 92 75
4 Bed House 111 93
5 Bed House 149 120

There was a comment from one of the developers that there may be some benefit in having
an additional column for other units which would allow for an assessment of larger
apartments, houses, or bungalows. Whilst we accept this observation we are not
recommending a change to the toolkit. The times when this will apply are rare and therefore
we do not consider a change to be required.

In terms of Build costs there was an acceptance of the costs suggested in the toolkit. The
general view was that the costs put forward by Cyril Sweett were within a reasonable range
for Build costs in this area. In the main the developers felt that the lower end of the ranges
put forward were the most suitable on the majority of sites. There were general observations
put forward that building within High Peak and Derbyshire Dales can be more costly because
of the shortage of skilled trades which increase costs. It was however felt that these additional
costs were taken into account with the costs put forward.

The issue of dealing with residential conversions in the toolkit was raised. Build costs for
these types of buildings can be considerably higher and often create difficulty in terms of the
viability of providing affordable housing. It was suggested that for conversion properties
sometimes housing associations are unwilling to take on these types of properties due to




management costs, etc. A flexible affordable policy which takes account of these higher costs
and reflects housing association views is suggested.

Development Contingency Rates

All of the developers agreed that the original contingency of 3% was too static as there are
variations linked to economies of scale with larger and smaller developments. There was an
acceptance on all parts that the figures shown in our table for contingency rates were not
unreasonable although some of the developers did offer alternative solutions.

One of the developers suggested it may be better to have an additional stepped rate for
schemes of under 10 units where the contingency needs to be higher and a rate of 10%
should be applied. Another of the developers suggested simplifying it to 5% for schemes over
30 units and 7.5% for schemes under 30 units.

Whilst all the developers’ comments were valid it is our view that their suggestions lie within
the ranges of acceptability shown in our recommendations and therefore there is no need to
change the toolkit.

Professional Fees

As with contingency rates, there was a general acceptance that the professional fees put
forward in the original toolkit were too static. There was an agreement that the suggested
change provided a suitable alternative as it was more realistic in dealing with different sized
sites. One of the developers did however consider that the rate of 8% was potentially too low
and would prefer to see the 12% and 10% rates adopted across all schemes. Whilst taking
these comments on board given the views of the other developers it is felt that there is no
need to alter the amended foolkit.

Build Period

There were comments from all the developers that the 12 month build period put forward in
the original toolkit did not allow enough flexibility for different sized schemes. All the
developers accepted a need for different build periods depending on the size of scheme. The
developers also suggested that the build periods put forward in our revised toolkit did not take
account of the time it takes to set up a site and the potential interest payments on land.

There was a view that increasing each of the build periods by 3 months e.g. 6 months to 9
months for 20 units, would take account of the time for setting up the site as well as some
initial interest on the land. This approach was suggested by all 3 consultees and therefore we
would suggest an amendment to our build period table to take account of this. We would
therefore suggest the following amended table to replace table 2 in our report:

Build Period
Number of Units 20 40 60
Build Period 9 15 21

It was accepted by all developers that it was a realistic assumption to allow the finance to be
applied to schemes of up to 60 units and that anything larger would be phased and therefore
the finance cost spread over the different phases.




Finance Costs

All of the developers acknowledged the difficulty in predicting finance costs in the current
economic climate. It was suggested that the original 4.5% finance cost was too low and
therefore a change was required.

The developers all stated that they are currently lending at rates of between 5% and 7%. It
was suggested that the 5% suggested in our amendment to the toolkit was too low. However
when we explained that we had also applied the 1% arrangement fee to the finance cost
which in effect made it 6% all the developers were happy with the approach.

There were comments from each of the developers about the importance of monitoring
finance rates to ensure that they are amended as and when there are fluctuations in the
market.

Development Profit

All three of the developers consulted expressed concern at the original 10% profit on gross
development value included within the toolkit. They all stated that they are currently seeing
profit levels at circa 25% of gross development value as this is a lending requirement of the
Banks.

There was an acceptance that this figure is currently higher than has historically been the
case and when the economy starts to improve there is likely to be a reduction in the profit
levels required by the Banks. While all the developers still felt 17.5% of GDV was too low and
that a figure of closer to 20% of GDV would be more appropriate there was an understanding
as to why it had been set at the level we have adopted.

We have taken the developers comments on board with regards to profit levels but we still
feel that 17.5% profit on GDV could stand up to scrutiny. The only caveat we would suggest is
that should a developer require a higher profit level they would need to justify this with proof
of funding requirements or any other reason as to why a higher level of profit is justified.

Residential End Sales Values

There was a general reluctance to comment on sales values as all the developers suggested
that there are massive variations within both authorities with examples of differing values
within certain towns based on location within those towns.

There were however comments about the values placed on the affordable units and the
discount that we have applied to social rented and intermediate housing. All the developers
accepted that 65% of Open Market Value (OMV) for intermediate housing was a suitable
figure and in the majority of cases would be a realistic assumption to make. However, the
45% of OMV applied to social rented properties was felt to be inappropriate given the rates
that are currently being offered by housing associations within the borough’s and in the wider
market.

Examples were given of schemes where figures were offered to developers which amounted
to 30 — 35% of OMV for social rented properties and in some cases lower where funding
would not be available. It was suggested that in most cases for affordable housing provided
via a Section 106 grant funding would usually not be available and therefore a reduction to
the percentage of OMV should be applied. The RSL considered that there was a need to cap
the amount that is paid for social rent properties as they calculate what they can pay for a
property based on the rent that can be charged. Based on the views of the developers, whilst
accepting this comment there is a need for a simple formula in the toolkit so we have had to
base this on a percentage of OMV.

It is therefore our recommendation that 40% of OMV would be more appropriate for the social
rented market. Despite the fact that the consultations have revealed potentially lower values



are currently being offered in the market over the course of the toolkits life it is felt that a 40%
of OMV would be a defendable position.

Land Values

There were varying comments on land values from the developers. The first comment from
all developers was that the original approach of adding a 20% uplift to an existing use value
was an unrealistic approach. They commented that the way they were currently acquiring
sites was on a subject to planning basis and as such they are paying residential land values
for all sites.

There were different views on how land values should be dealt with within the appraisal. One
of the developers felt that it was best to take the residential land value out of the appraisal
and use the appraisal toolkit to calculate a residual land value. This would in essence produce
the land value that could be paid for a site taking account of all costs including affordable
housing. This would then need to be assessed against land values in the particular location
to make a judgement on whether the amount that could be paid by the developer was realistic
and would be acceptable to land owners. It is not realistic for land owners to receive below
market values for their land as this will stop them selling and stifle development.

The other view was that including a figure would simplify the process and whilst it would not
be 100% accurate given variations in land value across the study area a figure of £500,000
per acre did not seem unreasonable. It was suggested that there are locations where a lower
figure would be appropriate and also areas where higher figures would be appropriate. It was
that developers view that a £500,000 per acre figure felt like a good average assumption.
One of the developers also expressed a view that it might be worth having different figures for
Brownfield and Greenfield sites as well as looking at the land value attributed to refurbishment
schemes.

Whilst the comments provided a useful insight into what is a difficult subject it is our view that
the ideal scenario would be to set a land value for each individual site based on the market in
each individual area. However this is unrealistic given the way the toolkit is intended to be
used and as such to simplify this process we would recommend moving forward with the
£500,000 per acre average land value across the study area as set out in our report.
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1.0

2.0

3.0

Introduction

This report provides a commentary on the hard buid cost / m2 that have been
identified within the affordable housing tookkit developed by ekosgen for Derbyshire
Dalas and High Peak District Coundils.

We have utilised in-house benchmark cost data gathered from a number affordable

housing schemes we are currently working an in the UK along with industry published
data to compare against the current toolkit cost allowances.

Toolkit Hard Build Costs

The toolkit identifies the following hard build costs:

Property Type Dutside the Within the National Average
Mational Park Park Areas
Cost ! m2 Cost / m2 m2
1 bed property £1,500 £1,800 41
2 bed property £1,350 £1,750 62
3 bed property £1,350 £1,750 70
4 bed property £1,350 £1,750 83

Current Benchmark Costs

From analysis of internal benchmark data for housing developments thal we are or
have worked on, the current benchmark ranges for constriction costs are as follaws!

31 Private Sector

Type Lower Upper Typical Area

£im2 Eim2 m2
1 bedroom apartment 1,270 1,668 50
2 bedroom apariment 1,170 1.650 G0
2 bedraom house 1,032 1,319 67
3 bedroom house 1,028 1,315 87
4 bedroom house 988 1,264 108
& badroom house 840 1,190 125

QP cyril sweett
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3.0

Pags 2

Current Benchmark Costs (Cont'd)

3z Affordable Housing

Type Lower Upper Typlcal Area
Eim2 Elm2 m2

1 bedroom apartment 1177 1,504 60

2 bedroom spartment 1,050 1,313 70

2 bedroom housa 1,005 1,284 85

3 bedroom housea 958 1,275 81

4 bedroom housa 962 1,228 117

5§ bedroom house as50 1,216 138

The above costs include allowsnces for associated build costs, infrastructure costs,
external works and main contractor preliminaries and overheads and profit. No
allowanca has been included for any demolitions or site specific abnormal items
within the above costs, The costs above provide for construction to the cumment
Bullding Regulations.

Factors impacting on the benchmark data:
Motwithstanding the above range identified for a typical property, actual build costs for

each scheme can be impacted on by a number of factors which can increase or
decrease the average cost/ m2 for each unit, including:

1. Ground Conditions
) External Fagade and roofing treatment
3. Extent of and quality of the extenal warks, roads and associated
infrastructure costs associated with and specific to the development
4. Mix and volume of properties — mid and end terraces, semi and
detached houses and apartments within the proposed scheme
5. Market Conditions and Developer spacifications

Each of these items along with the associated damalition and clearance works 1o
each site requires careful consideration and detailed costing fo be undertaken to
provide for an sccurate budgel for any particular scheme as the range of costs can
vary substantially from one scheme o another.

Recently, we have received some fenders thal are prowviding savings agalinst
anticipated build coste. This reduced level of cost is being driven by the current
market and companies reducing costs fo ensure turnover in Beu of profit This
reduction of cost is however typical on schemes that are being built over the next 12-
18 months only.
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4.0

Benchmark Comparison with the Toolkit Rates

Property outside the National Park

The likely standard of scheme that would be undertaken within the proposed council
areas will be of a high standard to match the existing surroundings and we would
expect the upper level of costs for each building type to be applicable.

Property within the National Park

Schemeas within the Mational Park, will require an increased level of design and
specification impacting on the following key elements:

» External Walls — natural stone material

= Roofing = natural slate

» Hardwood windows and doors

« Enhanced extemal finishes to roads, pavings, bghting, fencing and the like

In consideration of the enhancements necessary to build within the National park, we
would anticipate cost increases as detailed bebow:

Element Increase
£ Im2
Extarnal walls and detailing 150
Roofing malerials &0
Purpose made windows and doors 40
Enhanced external finishes o roads,
pavings, lighting, fencing and the like 150
Total E390

The above allowances provide for & 30% uplift on the upper level base cost identified
praviaushy,

The above increase is only a high level review, a detailed cost model based upon 3
defined specification of requirements would be required to be priced to enable an
accurate construction cost model to be devaloped.

Page 3
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50 Other Development cost items

The toolkit identifies the following on cost associated with the developments costs
and we have commanied below on these allowances;

Hem DAT Allowance
Cantingancy %%
Professional Fees 12%

Comments

Subject to the size of scheme, the range
of contingency can be between 2 5% and
7.5% on the construction costs to pravide
for design development and construction
risk.

Eor a scheme with 100+ units we would
anticipate a contingency of 4.5%
Schemas betwaen 25-100 units would be
al 6% and below 25 should be around
7.5%,

The sllowance for professional fees can
be dependant upon the value of the
construction warks being undertaken.

On schemes of 100+ units the fee level
can be around the 8% and on smaller
schemes of 25-100 units the fee level
can be around 10% and below 25 units
the fee can be 12%.

Market conditions will also impact on the
fee levels as reduced feas are achieved
during a recession as firms look to
gecure moome but can  Increase as
market conditions and workload improve.
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6.0

Code for Sustainable Homes

The benchmark data for the costs of typical schemes noted above provides for Code
3 being achleved to the affordable houses.

Homes provided as private are currently not required fo be developed fo Code 3
Standards.

From April 2010, proposed new changes to part L2 - Approved Document L2AC
Conservation of fuel and power (New buildings other than dwellings) Approved
Document L2B: Conservation of fuel and power (Existing buildings ather than
dwallings), are due to come into force

This change in the Building Regulaticns will require all new private homes to comply
with what is effectively the curren Code 3 Standard for Energy Caonsumgption,

Fallowing an from this, the Gavernment has sat out propesals fo achieve Zero carban
on all new homes by 2016, This is effectively capturing the requirsments of Code 6.
Within this perlod, it is also expected that Code 4 will bacome required for affordable
housing by 2014,

Cyril Swaett has worked with the Deparimant for Communities and Local Government
o provide a Cost Analysis of The Code for Sustainable Homes published in July
2008,

The study provides cost advice associated with achieving each level of The Coda.

The tables below have baen abstracted from the report and are provided s guidance
only on the anticipated costs and are subject to varying factors thal can influgnce
aach scheme and its surmounding environment, The costs nead to read in-conjunction
with the detailed report.

The increases kentified below to achieve each level of the Code would need 1o be
applied to the benchmark costs identified within Seclion 3.0 above as follows, subject

to the actual standards and regulstions in force when the relevant schemes are o be
built:

Private Housing - Coda 1t &

Affordable Housing - Code 3to 6

:'H!:IE [
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6.0

Code for Sustainable Homes (Cont'd)

Anticipated Cost Increases:

(£ 1]} Mandatory | Emergy | Water | Hesisle | Tetal Costl | Increass on 2006
Lavel | {£) £ in ] cost{f} |perm? | Dullding Regs
Bt Casa [Markel Favn soenarka with Lo scckagloal valie and baw (Tsad sk 1
i 430 EITs m £10 fop)] £a 1%

3 £250 £1.842 £ LEID £3,358 23 am

3 {45 £a8ar | E125 £60 49237 | £43 T

[ £437 £E E135 | e fa000 | (8 12%

5 {0 Ci2.%53 | CRE35 | £2,060 E17.528 | [R7d 3%

& L) £24.872 | {2435 | 63270 | EDLE0Y | £30e 4%
Tedhim € ase (Market town soera e vwith madiam eccbegical value and low Boodilsk)

I E4S0 £275 [5] E30 [7u% Ea 1%

2 E430 £1,618 | I0 £ £2,598 | £26 I%

] EAE0 5852 | FI25 rh 5,027 | £%0 7%

i £480 £7.115 | £125 f1. 760 | £%490 | {84 13%

b ] £450 fL¥3 |£reas | £nim |E18738 | L0166 5%

] La%) £24802 |£1E25 | £3.810 | ENIT4T | £304 A2%

\iyor sl Case timall scale sconario with high ecological valuss and msodiumyhigh Nocd sk

1 450 £275 i E120 LRIS 9 "

2 E450 £1,648 £0 E7dS E2, B8 () 4%

3 E430 EZ916 L1258 EL27D | E5091 EST 2

i E450 Sa80 | E1Z5 £n 20 | E8AYS £a3 11%

5 LaE0 f132%2 | f2635 | €320 | £30,297 | £200 IT%

] £4490 I ¥ | E2,825 £5 160 | £37,668 | £A7R0 E00TH
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7.4

Code for Sustainable Homes (Cont'd)

Anticipated Cost Increases (Cont'd):

T S S

£5H | Mandatory | Energy | Water | Flexible | Totsl Costf | inirease on 2008
Lawval | (E] (£} i} (£h cost(£) | perm? | Bullding Regs
hHl{iﬁduluuqﬂziglggpH:niﬂnwnlh“unﬂngmﬂuiugggdkn-lmﬂlﬂEL
1 [1s] £460 1] £l (] i 149k

2 £ fi538 | £0 £115 £1.761 | £30 I

3 1] £2 822 | EVXS £145 £2.89r | DA% A%

4 1] r4742 |E125 SR ES8T | 053 T

5 £ £E325 | A0S £0,170 | EID2E4 | £174 13%

& 0 £16,775 | £805 £1.500 |£19.080 | {323 24%
T Case (M arkat town scenario with medium stological value sevd low Hood risk)
i EQ 175 £ £10 £ 5 18

2 e} £1,688 | £0 £115 E1.7e3 | 30 )

| £ f2,512 | £13% £175 2423 |0 4%

4 L] £5054 §ENIS LEAD E6 05 | D103 L]

5 0 fa062 | £BIE E1500 |E12387 |£204 5%

[ o] £18 596 | £BOS £1.850 | E21.281 | E3ED 7%
erncu'uhyhﬂlammihmﬁhhHh!ﬂﬂﬁ’uiﬂiﬂlﬂﬁmﬁimHH]hﬂﬂﬂhﬁﬂ
1 i) ] £0 40 £500 £8 1%

| £ E1 s | in £205 E1.853 | £31 1%

3 EQ 2611 | £125% [ ELIGT | £34 &%

Fi £0 R £1,000 | ER19Y | £106 EEE

L £d 0% | EBOS F1B50 | E14710 | £248 1%

] 0 £r8.4%) | [B0S £3320 | Exa5ss | D380 b 1

Inflation Forecasts

Tha costs identifiad within Section 3 are current day (3g 2008} cost allowances.

The current publiczsed construction cost forecasts as provided by the BCIS provides
for the following quarterly all-in Tender Price Indices:

Year Qi az | @3 Q4 Annual |
Adjustment

2009 215 213 i
2010 214 209 208 207 -1.9%
2011 208 210 211 213 2.4%
2012 215 218 221 293 7%
2013 225 229 | 2 234 4.0%
2014 236

1 |

The current forecasts do not go beyond the 1% quarter 2014 and &ll the above facltors
are forecasts only. Each development will need to factar in infiation costs to suit the

Page 7
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proposed programme of build to enable the anficipated out-tum cosis lo be
established,
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1.0 Introduction

This repart advises on the associated development costs, which were excluded from
the first stage cost review, that would be applicable to the proposed 15 and B0 unit
development scenarios that form the second stage of the Derbyshire Dales and High
Peak Affordable Housing Study.
The first stage house build costs included for:

Build costs

Infrastructure (Site Roads) / External Works

Main contractor preliminaries and overheads and profit

In addition to these costs, the development scenarios need to consider the following
cost headings:

Demolitions / site clearance

Ground treatment / excavations

Sarvice Diversions / Supplies

Enhanced Infrastructure costs outside the site boundary

An astimate of these associaied development costs has been identified for the 15 and
60 unit development scenarios for bath greenfield and brownfield sites.

At this stage the costs provided are only high level Indicative costs as each site would
be subject to the necessary investigations and reports that would determine the
assoclated scope of works that would need to be undertaken relevant to the particular
site location and conditions, The costs could therefore vary substantially from the
indicative allowances idenfified in this reporL

lllllllllll
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2.0

21

Development Scenario A - Small Site (15 units)

Brownfield Site

We would anticipate that the 15 unit developmeant scenarno on a brownfield site would
include the following additional development costs:

ltem | Cost Heading Budgat | Notes
Cost£

1. Demoliion  of  existing 75,000 | Allowance only.
buildings

2. Site preparation 50,000 | Assumad avg 500mm strip excavabon

and remaval off site

3, Disposal of contaminated 22 000 | Extra for 5% of the excavated material

ground classified as non hazardous (80%) and
non hazardous {20%)

4. Allowance for graund 7.500 | Alawance for existing basements [ large
obsiructions / soft spots foundation removal

LS Surface treatments 10,000 | Allowance for tim and fill to formation

L leveals

6. Provision for gas and 7.000 | Assumed required to all properties
geotextile mambranes /

7, Allowance for retaining walls 5.000 | Allowance only

8. Allowance  for  incoming 0 | Included within the base build costs
SEnicas

o Allowance  for  service 40,000 | Allowance for minor diversions
divarsions

10. Allowance for  highways 10,000 | Allowance for works beyond the site |
works boundary

[ 11 Plling 0 | Assumed naol necessany

TOTAL BUDGET 226,500

All of the above coets are only indicative and the actual costs will vary from site to site
dependant upon the specific site requirements. We woeuld recommend that these
costs are reviewed separately based on relevant site surveys and reports once a sita
has been identified for development as the costs can vary significantly.
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2.0

Development Scenario A - Small Site (15 units)

Greenfield Site

We would anticipate that the 15 unit development scenario on & greenfield site would
include the following additional development costs:

ftem | Cost Heading Budget | Motes
Cost £
1. Site preparation 25 000 | Assumed avg 300mm strip excavabon
and removal off site
2 | Allowsnce  for  ground | 5,000 | Allowance for existing basements / large
obstructions / soft spols foundation removal
3 Surface treatments 10,000 | Alliowance for trim and fil to formation
levels
4. Allowance for retaining walls 5,000 | Allowance only
b. Allowance  for  incorming 0 | Included within the base build costs and
gervicas assumes existing capacity In the area
B. Allowanca  for  service 0 | Assumed not applicable
diversions
7. Allowance for highways 10.000 | Allowance for works beyond the site
| warks boundary
B. Piling 0 | Assumed not necessary
TOTAL BUDGET 65,000

All of the above costs are only indicative and the actual costs will vary from site 1o site
depandant upon the specific site requirements. Wi would recommend that these
costs are reviewed separately based on relevant site sunveys and reporis once a site
has been identified for development as the costs can vary significantly.
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31

Development Scenario B - Medium Site (60 units)

Brownfleld Site

We would anticipale that the 60 unit development scenario on & brownfield site would
include the following addifional development costs:

I ltern | Cost Heading Budget | Mates
Cost E
1. Demolition  of  existing | 200,000 | Assumed 2 storey exisling buikdings /
buildings units to the site
2. Site preparaton 151,000 | Assumed evg 500mm strip exca'-laﬁm_
and removal off site
3. | Disposal of contaminated | 114,000 | Extra for 5% of the excavated material |
groumd classified as non hazardous (70%) and
non hazardous (30%)
4, Allowance  for  ground 20,000 | Allowance for existing basements [ large
obstructions ! soft spols foundation removal
5. | Surface treatments 30,000 | Allowanca for tim and fill to formation
levels
B. Provision for gas and 23,000 | Assumed required fo 2ll propertles
gaotextile membranas /
7. Allowance for retaining walls 20,000 | Allowance anly
a. Aliowance  for  Incoming 0 | Assumes existing site suppbes
Barvices
8. AMlowance  for  service | 100,000 | Allowance for minor diversions
diversions
10. Alowsnce for  highways 50,000 | Allowance for works beyond the site
wiarks boundary
11, Piling 0 | Assumed not necessany |
| TOTAL BUDGET 708,000

All af the above costs are only indicative and the actual costs will vary from site to site
dependant upon the specific site requirements. We would recommend that these
costs are reviewed separately based on relevant site surveys and reports once a site
has been identified for development as the costs can vary significantly.
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3.2

Greenfield Site

Development Scenario B - Medium Site (60 units)

We would anticipate that the 60 unit development scenario on & greenfield site would
Include the following additional developmant costs:

ltem | Cost Heading Budget | Motes
Cost E
1. Site preparation 90,000 | Assumed avg 300mm strip excavation |
and removal off site
2. Allowance  for  ground 10,000 | Allowance for existing basements / large
obstructions / soft spots foundation remaval
3. | Surface treatments. 30,000 | Allowance for rim and fill 1o formation
levels
4, Allowance for retaining walls 20,000 | Allowance only |
5. | Allowance for incoming D | Includes allowance for new site supplies
sanvices -
6. Alowence  for  sariace 0 | Assumed not applicable
diversions
7. Allowance for  highways 50,000 | Allowance far works beyond the site
warks boundary
8. Piling 0 | Assumed not necessary
TOTAL BUDGET 200,000

All of the above costs are only indicative and the aciual costs will vary from site to site
dependant upon the specific site requirements. We would recommend that these
costs are reviewed separately based on relevant site surveys and reports once a sita
has been identified for development as the costs can vary significantly.
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