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Appendix 10 — Adjusted Market Evidence

We consider in this Appendix a number of development land transactions within the
vicinity of the Site to provide evidence of an appropriate land value of the Site having
regard to policy requirements and planning obligations and ensuring that appropriate
adjustments are accounted for.

The comparable evidence includes sites in Southwark sold in recent years sourced using
the Molior database.

Our assessment of the comparable land transactions considers the prices paid on a £ per
proposed habitable room basis. The number of proposed habitable rooms at the Site is
2,119.

In order to account for movement in development land prices over time, we have indexed
all of the purchase prices for the comparable development sites up to Q3 2018 using the
Savills Development Land Index (the latest index available at the time of writing).

Comparable Transactions

This document considers the following transactions:-

634-636 Old Kent Road 128 58,452

Ormside Street 164 22,926

Hatcham Road 239 11,268

|0 w| >
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Southwark Car Pound (Mandela Way) 642 4,107

1.6

We illustrate the location of the land comparables on the map overleaf. The Site is
indicated by the black pin:
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Market Description

1.7 We set out a summary of each of these development land transactions below:
A) 634-636 Old Kent Road

1.8 Although considerably smaller than the Site, this comparable is 0.7 miles south east of the
Site.

1.9 The site comprises 0.29 acres and was purchased by Hexagon Housing association for
£7.5m in February 2018 with the benefit of planning permission. The planning permission
was granted in November 2017 and is for 42 residential dwellings of which 7 are for social
rent and 8 for intermediate housing. The scheme provides 36% affordable housing based
on the number of units.

1.10 The planning permission also includes 272 sq m (GIA) of flexible commercial floorspace
(Class A1/A2/A3/B1). The scheme is considerably smaller than the proposed Scheme and
ranges between three and six storeys in height.

1.11 The purchase price of £7.5 million equates to £178,000 per private unit and £58,500 per
habitable room.

1.12 We would expect the sales values at this development to be similar to the sales values on
the lower floors at the proposed Scheme. The scheme also provides a policy compliant
level of affordable housing.

B) Ormside Street

1.13 This comparable is in a close proximity to the Site approximately 1.3 miles south east and
is considerably smaller than the Site.

1.14 The site comprises 0.28 acres and was purchased by Musco / Wood Hall Investments for
£3.76m in August 2016 without planning permission. Planning permission has since been
sought for 56 residential dwellings of which 14 are for social rent and 6 for intermediate
housing. The scheme provides 36% affordable housing based on the number of units.

1.15 The planning permission also includes 2,058 square metres of new and replacement
commercial floor space (Class B1). The scheme is significantly smaller than the proposed

ANC/OLR/U0008220
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1.16

1.17

1.18

1.19

1.20

1.21

1.22

1.23

1.24

1.25

Scheme and will comprise nine storeys in height.
The purchase price equates to £104,000 per private unit and £23,000 per habitable room.

We would expect the sales values at this development to be similar to the sales values on
the lower floors at the proposed Scheme albeit this scheme is not located on the Old Kent
Road. The scheme also provides a policy compliant level of affordable housing.

This comparable is in close proximity to the Site and therefore comparable on this basis.

C) Hatcham Road

This comparable is located in the London Borough of Southwark approximately 1.2 miles
east of the Site, near llderton Road. We would consider this site comparable based on its
location.

Aitch purchased the site on in June 2016 for £2.75m without planning permission. A
planning application was submitted in October 2017 for 86 residential units including 58
private units, 14 social rent and a further 14 shared ownership units. The proposed
scheme is to range in height from four to nine storeys and includes 1,430sgm (GIA) of
commercial space (Use Class B1) at basement and ground floor levels.

The indexed purchase price of £2.7 million equates to £46,000 per private unit and
£11,000 per habitable room.

This comparable is located close to the Site and although smaller than the subject site, it
includes a similar level of affordable housing to the proposed Scheme.

D) Southwark Car Pound

Located in the London Borough of Southwark, this comparable is located approximately
0.1 miles to the north west of the Site on Mandela Way.

The site comprises circa 1.8 acres and was purchased without planning permission by
Firmdale Hotels PLC for £3m in May 2015.

The current planning proposals submitted in November 2017 include 231 residential units
of which 150 units are private, 57 are for social rent and 24 for shared ownership. The
development proposals are within 6 buildings of 3-15 storeys and include 658 sqgm GIA

ANC/OLR/U0008220
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1.26

1.27

1.28

1.29

1.30

1.31

(Class Al) retail use, 1,377 sqm GIA (Class B1).

The indexed purchase price of £2.6 million equates to £17,000 per private unit and £4,107
per habitable room which is towards the lower end of the comparable evidence.

This comparable is the closest to the Site and proposes a 35% affordable housing
provision based on the number of units.

Analysis

Our assessment of the comparable land transactions considers the prices paid on a £ per
proposed habitable room basis. In order to account for movement in development land
prices over time, we have adjusted the purchase prices to the present day using the
Savills Development Land Index (Q2 2018).

We have assumed that the purchase prices stated above reflect any abnormal costs; site-
specific infrastructure costs; and professional site fees.

We have also made adjustments to the transactions to account for the specific nature of
each scheme in terms of the following factors:

e Location: we have compared the location of the land comparables to that of the
Site. We have taken into consideration the level of access to and efficiency of
public transport and road links, the site specific situation and neighbouring land
uses, any noise pollution if applicable, access to local amenities, and the overall
quality of the local area.

e Proposed Quantum: the size of the proposed development in comparison to the
Site. We would typically expect to see significantly larger schemes generate a
lower land value on a £psf basis due to the economies of scale.

e Planning Permission: we have assessed whether the land comparables have
been sold with or without planning permission. Sites sold with planning permission
are likely to have a higher value than those sold without planning permission due to
the reduction in risk for the developer.

The percentage adjustment for the date of the transaction is directly linked to the Savills
index. The percentage adjustments for the other categories set out above reflect our view
of these differences, and are within a range of +/-40%. We note it is difficult to quantify the
adjustments on a percentage basis due to scheme specific factors. We have therefore

ANC/OLR/U0008220
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Affordable Housing Statement GERALDEVE
1 Introduction and Instructions

1.1 Gerald Eve LLP is instructed by DTZ Investors (“the Applicant”) to produce an
Affordable Housing Statement (‘AHS’) in support planning application at
Southernwood Retail Park, London Borough of Southwark (“the Site”).

1.2 The AHS is submitted on behalf of DTZ Investors
1.3 The remainder of this report is set out as follows:
2) The Proposed Scheme
3) Local Planning Context: Affordable Housing

4) Financial Viability and Overall Affordable Housing Proposal
5) Detailed Affordable Housing Proposal: Tenure and Mix of Units
6) Detailed Affordable Housing Proposal: Rental Levels and Affordability

7) Concluding Statement

JAKI/FKI/U8220
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2 The Proposed Development

Introduction

2.1 A detailed description of the Site and its surroundings is contained within the Planning
Statement. A summary is therefore provided in the section below.

Planning application

2.2 The AHS relates to a planning application for:

“Hybrid planning application for detailed permission for Phase 1 and outline
planning permission for Phase 2, comprising:

Application for full planning permission for “Phase 1” comprising demolition of
existing buildings and the erection of a part 9, part 14, part 16, part 48 storey
development (plus basement) up to 161.25m AOD, with 844 sgm GIA of (Class
Al) retail use, 477 sqgm GIA of flexible (Class A1/A2/A3) retail/financial and
professional services/restaurant and café use, 8671 sgm GIA (Class C1) hotel;
542 (class C3) residential units (51,499 sgm GIA); landscaping, public realm and
highway works, car and cycle parking and servicing area, plant and associated
works.

Application for outline planning permission (with details of internal layouts and
external appearance reserved) for “Phase 2” comprising demolition of existing
buildings and the erection of a part 9, part 12, storey development (plus
basement) up to 42.80m AOD, with 1049 sgm GIA of flexible (Class A1/A2/A3)
retail/financial and professional services/restaurant and café use; 183 (Class C3)
residential units (17,847 sgm GIA), 856 sqm GIA (Class D2) cinema and the
creation of a 461 sgm GIA (Class C1) hotel service area at basement level,
landscaping, public realm and highway works, car and cycle parking and
servicing area, plant and associated works”.

The application is accompanied by an Environmental Statement submitted
pursuant to the Town and Country Planning (Environmental Impact Assessment)
Regulations 2017.

JAKI/FKI/U8220
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2.3 Full floorplans for the Scheme can be found in the Design and Access Statement
which accompanies the planning application.

2.4 The Scheme will provide the following:
e 195 room hotel

e 725 residential units which equates to 35.5% affordable housing by habitable room
in accordance with LBS’s target policy and in a tenure compliant mix of social rented
and intermediate

e 70 disabled car parking spaces, plus 3 car club parking spaces
e 2 screen cinema

e 844 sgm of retail space (Al)

A1/A2/A3 Flexible retail /financial & professional services / restaurants & cafés.
Residential

2.5 The proposed Scheme is to provide 725 units of which 219 units will be available for
affordable housing secured by way of a S106 agreement. Overall, 35.5% affordable
housing by habitable room is being delivered.

2.6 The private residential accommodation will be located in Block 1A and 1B.

2.7 The affordable residential elements of the scheme will be arranged over 4 buildings. A
breakdown of the buildings including habitable rooms is shown below.

Table 1: Residential Summary

Building | Units Habitable Rooms

Block 1C | 52 181
Block 1D | 52 190
Block 2A | 16 49
Block 2B 99 332
TOTAL 219 752

JAKI/FKI/U8220
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Source: Pilbrow & Partners

Affordable Housing

2.8 The Scheme includes 219 affordable units of which 147 are social rent and 72 are
intermediate units.

29 Further detail is provided in the section 4 of this report.

JAKI/FKI/U8220
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3 Planning Context

Introduction

3.1 In this section we provide a brief overview of relevant planning background to the
Scheme. A more detailed assessment is contained within the planning statement,
which has been submitted to London Borough Southwark (‘LBS’) as part of the
planning application. This section also provides an overview of key planning policies
associated at national, regional and local level including an overview of the planning
background relating to the Scheme. Additional reference should be made to the
updated National Planning Policy Framework (‘NPPF’), the Planning Practice
Guidance (‘PPG’), the Draft London Plan, the Greater London Authority’s Housing
Supplementary Planning Guidance (‘SPG’), LBS’s local policies.

National Planning Policy Framework (‘NPPF’)

3.2 The latest NPPF was published in July 2018 and sets out the Government’s
economic, environmental and social planning policies for England. It summarises in a
single document all previous national planning policy advice. Taken together, these
policies articulate the Government’s latest vision of sustainable development, which
should be interpreted and applied locally to meet local aspirations.

3.3 The objective of the NPPF is to support the Government’s objective of significantly
boosting the supply of homes, recognising it is important that a sufficient amount and
variety of land can come forward where it is needed, that the needs of groups with
specific housing requirements are addressed and that land with permission is
developed without unnecessary delay.

3.4 In respect of affordable housing, paragraph 34 of the NPPF aims to ensure Local
Plans set out the contributions expected from a development. This should include
setting out the levels and types of affordable housing provision required, along with
other infrastructure. The NPPF makes it clear policies should not undermine the
deliverability of the plan.

JAKI/FKI/U8220
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35 The NPPF also recognises that development should not be subject to such a scale of
obligation and policy burdens that its viability is threatened. This reinforces the need for
viability testing in order to allow willing landowners and developers to receive
competitive returns which in turn enable the delivery of development.

3.6 Paragraph 41 of the plan looks to guide Authorities to address and resolve planning
issues, including the including the need to deliver improvements in infrastructure and
affordable housing at the pre-application stage.

3.7 The NPPF indicates that where a need for affordable housing is identified, planning
policies should specify the type of affordable housing required, and expect it to be met
on-site unless:

a) off-site provision or an appropriate financial contribution in lieu can be robustly
justified; and

b) the agreed approach contributes to the objective of creating mixed and balanced
communities.

3.8 Paragraph 64 indicates that where major development involving the provision of
housing is proposed, planning policies and decisions should expect at least 10% of
the homes to be available for affordable home ownership, unless this would exceed
the level of affordable housing required in the area, or significantly prejudice the ability
to meet the identified affordable housing needs of specific groups.

3.9 Exemptions to this 10% requirement should also be made where the site or proposed
development:

e provides solely for Build to Rent homes;

e provides specialist accommodation for a group of people with specific needs
(such as purpose-built accommodation for the elderly or students);

e is proposed to be developed by people who wish to build or commission their
own homes; or

e is exclusively for affordable housing, an entry-level exception site or a rural
exception site.

JAKI/FKI/U8220
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3.10

3.11

3.12

3.13

3.14

Regional Planning Policy

London Plan

The London Plan, is the overall strategic plan for London and sets out an economic,
environmental, transport and social framework for the development of the capital to
2031. It forms the London-wide policy context within which the Boroughs set their local
planning agendas, and forms part of the statutory Development Plan. The current
London Plan (2016) was first published in 2011, but has since been consolidated with
Revised Early Minor Alterations to the London Plan (October 2013), Further Alterations
to the London Plan (March 2015) and Minor Alterations to the London Plan (March
2016).

The London Plan builds upon many of the policies set out at the national level with a
significant emphasis upon achieving development in the most suitable and sustainable
of locations, prioritising the use of previously developed land and making the most
efficient use of available land.

Draft London Plan

The Draft London Plan, December 2017 is the Regional Spatial Strategy for Greater
London defined to include the 32 Boroughs and the City of London. There was a
consultation period for the draft document between December 2017 — February 2018,
with the final London Plan scheduled to be adopted (to replace the 2016 version) in
Autumn 20109.

The Draft London Plan December 2017 promises to change one of the key foundations
of planning policy for development in Greater London. A principal concept in the
London Plan is “Good Growth,” which is defined as “sustainable growth that works for
everyone” to improve the health and quality of life for all Londoners, and in particular by
rebalancing housing development towards more genuinely affordable homes for
Londoners to buy and rent.

Further information regarding the draft London Plan is comprised within the Applicant’s
Planning Statement.

JAKI/FKI/U8220
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3.15

3.16

3.17

3.18

3.19

3.20

3.21

The Greater London Authority Affordable Housing and Viability (SPG)

The Affordable Housing and Viability SPG (“the AH&V SPG”) was adopted in August
2017 and focuses on affordable housing and viability including detailed guidance on
viability assessments. The guidance seeks amongst other things to clarify viability
appraisals and appropriate land values.

The AH&V SPG focuses on affordable housing and viability. It includes four distinct
parts: background and approach; a background to what the Mayor terms “the threshold
approach” to viability assessments; detailed guidance on viability assessments; and a
specific approach to Build to Rent schemes.

Paragraph 1.3 of Part One of the AH&V SPG states:

“...the SPG provides guidance to ensure that existing policy is as effective as possible.
It does not and cannot introduce new policy.”

Paragraph 1.13 of Part One of the AH&V SPG states:

“The London Plan is clear that boroughs should take account of supplementary planning
guidance when implementing Policies 3.9 (Mixed and balanced communities), 3.11
(Affordable housing targets), and 3.12 (Negotiating affordable housing on individual
private residential and mixed use schemes).”

Paragraph 2.1 of Part Two of the AH&V SPG states:
“This SPG does not and cannot set a fixed affordable housing requirement.”
Paragraph 2.5, however, states:

“Where the level of affordable housing offered meets the threshold, this should normally
be considered the maximum reasonable amount of affordable housing which can be
delivered through the planning system (subject to an early review mechanism to help
ensure delivery). However, this will only apply where the affordable housing threshold,
relevant tenure split and other requirements are met without public subsidy.”

The definition of ‘threshold’, which is ‘at least 35%’, is what the Mayor therefore
‘normally’ considers to be the maximum reasonable amount of affordable housing

JAKI/FKI/U8220
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3.22

3.23

3.24

3.25

3.26

across all schemes that require a viability assessment. Schemes that meet the
‘threshold’, (defined in detail by the Mayor) will head down the “Fast Track Route”, and
those schemes not meeting the Mayor’s definition of ‘threshold’ will head down the
“Viability Tested Route”.

Paragraph 2.18 then goes on to state:

“.... it (35%) is not a fixed level of affordable housing, but a threshold at which the
approach to viability information changes. This means schemes which cannot deliver
the threshold can still gain permission where the lower level of affordable housing is
fully justified through site-specific viability assessments.”

Affordable Housing

At the local level, the Site falls within the jurisdiction of London Borough of Southwark.
The Statutory local planning policy documents and guidance relevant to the Scheme
comprise:

e Southwark Local Plan (2007) (‘SLP’);

e Southwark Core Strategy (2010) (‘CS’);

e Development Viability Supplementary Planning Document (adopted 2" October
2017);
e The Proposed Submission New Southwark Plan (‘NSP’) (consultation

concluded in in February 2018 with submission due to take place in
early 2019); and

e Draft Old Kent Road Area Action Plan (2017) (‘OKR AAP’).

The Development Plan for the London Borough of Southwark consists of the Strategic
Local Plan (The London Plan as amended (2016); and the local level plan. The local
level plan currently comprises of the Core Strategy (2011) and the Saved Policies of
the Southwark Plan 2007 (Saved 2013).

The Council are in the process of updating the local level of the plan in the form of a
New Southwark Plan. When adopted this will supersede the current Core Strategy
(2011) and the Saved Policies of the Southwark Plan (2007).

The requirement for affordable housing is set out within Core Strategy Strategic Policy
6 — Homes for people on different incomes, whereby the Council will seek to secure

JAKI/FKI/U8220
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3.27

3.28

3.29

3.30

3.31

3.32

3.33

3.34

3.35

3.36

affordable housing on developments with 10 or more units.

In accordance with this policy the Council will target 35% affordable housing on site,
calculated by habitable rooms.

Southwark Plan (2007), Saved Policies (2013) affordable provision is required to be
split by 70% social rented and 30% intermediate rented.

Similarly, emerging planning policy similarly targets 35% affordable housing, as set out
in the New Southwark Plan Preferred Options document, calculated on the gross
internal area of the residential floorspace proposed. Of this target provision, emerging
planning policy again seeks a tenure mix of 70% social rented and 30% intermediate.

Similarly, the Draft OKR AAP seeks 35% affordable housing with a broad tenure split of
70% Social rented and 30% intermediate homes.

Both current and emerging policy state that the quantum of affordable housing should
be subject to financial viability.

Summary

A review of national, regional and local policies demonstrates that the LBS is aligned
with national and GLA policies with the affordable housing requirement based on
habitable rooms.

The affordable housing policy agenda has undergone important change at the London
level, with the emergence of GLA policy through the SPG. The SPG supports
flexibility within affordable housing offers and encourages LPAs to adopt this strategy.

Under the adopted local policies, LBS is seeking the maximum provision of affordable
housing with a Borough wide target of 35%, by unit.

The emerging New Southwark Plan and the Old Kent Road Area Action Plan seek to
achieve 35% affordable housing by habitable rooms.

Saved policy 4.4 of the Southwark Plan targets a tenure split of 70% Social Rent and
30% Intermediate housing. This existing policy target (retained the Proposed
Submission Draft New Southwark Plan) is being met with the proposed affordable
housing offer.

JAKI/FKI/U8220
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4 Financial Viability and overall Affordable Housing Proposal

Introduction
4.1 In this section of the report the proposed affordable housing is set out.

4.2 In accordance with planning policy, the level of affordable housing that can be
supported by the proposal will be determined by scheme viability.

4.3 GE tested the provision of a policy compliant level of affordable housing on this Site, in
line with the aspirations of Policy P1 of the Draft NSP and the Draft OKR AAP which
sets out the overall percentage requirement of 35% and a tenure split of 70% Social
Rented and 30% Intermediate within this. It was concluded that on this basis 35%
affordable housing, by habitable room could be provided on site, equating to 219 units.

4.4 The scheme offers 2,119 habitable rooms across 725 units in total. 752 of these rooms
will be affordable housing.

4.5 It is proposed that 70% (524) of the affordable habitable rooms, equating to 147 units
will be offered as Social Rent.

4.6 The remaining 30% (228) of the affordable habitable rooms will be offered as

Intermediate, equating to 72 units.

4.7 Given the level of affordable housing is below 40%, the Scheme will not include grant

funding.
Summary

4.8 Various affordable housing scenarios have been considered for this scheme.

4.9 The proposal provides a high contribution towards affordable housing that meets the
Council’s policy requirements in terms of overall quantum at 35% and the appropriate

tenure split within this, including units delivered at Social Rents.

JAKI/FKI/U8220
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4.10 The outcome of the detailed discussions with the Council and the GLA will determine
the overall planning offer including borough and Mayoral CIL, the affordable housing
contribution and other benefits that the Scheme can support whilst ensuring delivery in
accordance with the Revised NPPF.

JAKI/FKI/U8220
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5

5.1

52

53

54

55

5.6

5.7

G

Detailed Affordable Housing Proposal: Tenure, Product and Mix of

Units

Introduction

This section sets out the relevant affordable housing definitions and provides further
detail on the Applicant’s affordable housing offer, which is as part of this planning
application.

Affordable Housing Definition
The NPPF (2018) defines affordable housing as follows:

“Affordable housing: housing for sale or rent, for those whose needs are not met by the
market (including housing that provides a subsidised route to home ownership and/or
is for essential local workers)”. (NPPF, 2018).

Affordable Housing Tenure and Types

There are a wide range of affordable housing products which meet the needs of
households with different affordable housing needs. All affordable housing products fall
into two broad categories; social housing and intermediate housing.

Social Rented Housing

In the NSP, the Council’s definition of Social housing is defined as follows:

“Social housing is rented housing that is owned and managed by councils and
registered social landlords. Rent levels are subject to caps below market rent” (pp.24).

An affordable housing offer providing 70% Social Rented accommodation, by habitable
rooms, has been proposed for this scheme.

Intermediate Housing

Intermediate Housing is defined as:

“Intermediate housing includes ‘low cost home ownership’ products and ‘discount
market rent’ products” (pp.24).

A flexible affordable housing offer including 30% Intermediate accommodation, by

JAKI/FKI/U8220
© copyright reserved 2018 Gerald Eve LLP

16



' -
Southernwood Retail Park G

Affordable Housing Statement GERALDEVE

5.8

5.9

5.10

511

5.12

5.13

habitable rooms, has been put forward in the proposals for this scheme.

Shared Ownership and Intermediate Rent are the intermediate housing products
proposed in this Scheme.

Total Affordable Housing Units

Overall, a total of 219 units are proposed. As discussed, this comprises a tenure split
of 70% Social Rent (habitable rooms), equating to 147 units and 30% Intermediate
(Intermediate Rent and Shared Ownership) equating to 72 units.

The assumed unit breakdown is set out in Tables 4 and 5.
Mix of Units

As this scheme is set to provide a mixture of Social, Shared Ownership and
Intermediate Rented accommodation, it is useful to analyse the proposed mix in
relation to the requirements for these two tenures set out in Table 2.

Mix of Units: Social Rent

The following table sets out how the proposed Scheme meets the affordable housing
mix requirements set by the borough.

As demonstrated the scheme is providing a greater number of family units for Social
Rent than required by policy.

Table 2: Social Rented Mix of Units compared with Policy Guidance

Mix
Policy

Unit Type Requirements
as per the New
Southwark Plan

1 Bed (2P) 59 40 Up to 40%
60% 2 or more
2 Bed (4P) 44 30 bedrooms with

20% 3 bed for
Action Areas

3 Bed (6P) 44 30

Totals 147 100 100

Source: Pilbrow & Partners

JAKI/FKI/U8220
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Mix of Units: Shared Ownership and Intermediate Rent

5.14 The following table sets out how the proposed Scheme meets the affordable housing
mix requirements set by the borough.

Table 3: Intermediate Mix of Units compared with Policy Guidance

0 P O
. 0 [ D) N . - O

1 Bed (2P) 35 48 Up to 40%

60% 2 or more
2 Bed (4P) 28 39 bedrooms with

20% 3 bed for
3 Bed (6P) 9 13 Action Areas

Totals 72 100 100

Source: Pilbrow & Partners

5.15 The above tables demonstrate that the scheme will provide the required unit mix and
level of family housing required, as set out in the emerging NSP.

5.16 The exception to this is the slight overprovision of 1 Bedroom units in the Intermediate
Housing mix. This has been discussed with LB Southwark, and is a consequence of
the design of the scheme, and the desire to maximise the amount of affordable housing
offered for Social Rent, which sits at 30%, considerably in excess of the policy
requirement.

Summary

5.17 The affordable housing will be delivered in line with the LBS affordable housing policies
and the affordability requirements within this.

5.18 A varied mix of unit types and sizes are provided which meet the policy requirements
set by the Council, with the exception of a small overprovision of 1 Bed Intermediate
units due to the 30% family accommodation offered in the social rented element.

JAKI/FKI/U8220
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6 Detailed Affordable Housing Offer: Rental Levels and Affordability
Introduction
6.1 In this section the Council’'s Social and Intermediate housing is considered.
Social Housing: Social Rent

6.2 The Social Rents will be determined through the national rent regime and will not
exceed those set out in the Homes and Communities Agency Rent Standard

Guidance.

6.3 The proposed rent levels are set out in the following table. Please note that these have
been calculated using the standard industry model, Pamwin. The rents are indicative at
this stage and will be subject to change, in line with the national rent regime formula.

Table 4: Social Rent Levels

Social Weekly Rent Levels

Unit Size (£) Approximate*

1 Bed £110-£120 per week
2 Bed £125- £140 per week
3 Bed £150- £165 per week

Source: Pamwin

(*dependent on RP valuation and national rent regime calculation at the time of letting)

JAKI/FKI/U8220
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6.4

6.5

6.6

6.7

The level of service charge, which will be charged by an RP in addition to the rent, will
be set at a reasonable and affordable level. The internal design and communal
amenity space will be designed in a way that ensures durability and low maintenance
ensuring service charges are kept to a minimum.

Intermediate Housing: London Shared Ownership and London Living Rent

It is proposed that the intermediate units will be delivered as London Shared
Ownership and London Living Rent, as per the OKR AAP. In order to ensure the
affordability of the three bedroom units they are currently being designated as London
Living Rent rather than Shared Ownership.

The following table sets out the initial equity shares that have been assumed as well as
the proposed rental levels that will be charged on the unsold equity, assuming the LBS
income affordability levels for 2018 for LSO and the proposed rents based on the GLA
ward benchmark data 2018/2019 for LLR.

A service charge level assumption has also been made. This is based on an average
£2 psf per annum and is included in the affordability calculations.

Table 5: Shared Ownership Affordability and Income Requirements and London
Living Rent Levels for Old Kent Road Ward

And Initial Equity Share

London Purchased Annual Household
Unit Income
Type

1 Bed 25% £47-£48,000

2 Bed 25% £55-£56,000

Unit Maximum Monthly  Annual Household

Type Rent Income

3 Bed £966 £41-£42,000

JAKI/FKI/U8220
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6.8

6.9

6.10

6.11

6.12

However, in line with the Draft London Housing Plan (2017), the income eligibility
criteria set by the borough will only be enforceable for three months. Clause 4.7.10
states the following:

‘income caps...should automatically cascade out to the London-wide eligibility criteria
within three months to ensure that units are not left vacant”.

Following this, the marketing of the units will be opened up London wide and
accessible to all household earning incomes in line with the GLA Annual Monitoring
Report (AMR). The current income cap specified in the AMR is £90,000 per annum.

Summary

The Social housing will be let at Social Rented levels in line with the requirements set
out in the NSP and the national rent regime. The annual household income levels
required to meet the total housing costs are below the median household income for
both the ward and wider borough.

The one and two bedroom Shared Ownership units will be marketed and sold at the
LBS Income affordability thresholds for three months. Following this, the units will then
be marketed at GLA income caps of £90,000 per annum or whatever level specified in
the AMR. The units will be broadly affordable to households on median borough
household incomes.

The three bedroom Intermediate units will be offered as London Living Rent, affordable
to households on incomes of c. £42,000 per annum.

JAKI/FKI/U8220
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2

7.1

7.2

7.3

7.4

7.5

7.6

7.7

Registered Provider Consultation

Throughout the design and pre-planning process, a number of Registered Providers
that currently operate and have existing stock in the LB Southwark have been
consulted on the Scheme. We have summarised their views as follows.

Quantum and Tenure Split of Affordable Housing

In the current affordable market the larger RPs are often unable to consider Section
106 opportunities below 50 units, due to the resource inefficiencies associated with
this. Therefore, the overall quantum of affordable housing being provided, as part of
this sizeable mixed use development, is attractive to a number of RPs.

Similarly, the tenure split and unit types within this will enable a mixed community to
develop in the longer term, accommodating a wide range of households from single to
larger families.

Design of Affordable Housing

The RPs are supportive of the separate affordable housing block. This will enable the
acquisition of the whole block on either a leasehold or freehold basis. It will also ensure
that the future management arrangements are simplified with the RPs responsible for
the internal and external management of the block. Consequently, they will be
responsible for the associated service charges, ensuring that they are reasonable and
affordable to households.

Affordability of Affordable Housing

The mixed tenure approach here will ensure that a large range of households at
different income and affordability levels will be accommodated in this scheme, from
social rented households through to home owners.

The RPs are of the view that the Shared Ownership units will be very attractive and
popular amongst households earning the required income levels.

Summary

The consultation process has demonstrated that a number of medium and larger sized
RP’s currently operating in the LB Southwark would be very interested in this Section

JAKI/FKI/U8220
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106 opportunity in terms of both the quantum and design of the affordable housing

JAKI/FKI/U8220
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8 Conclusion

8.1 Affordable housing is a key element in the proposed delivery of the Scheme.

8.2 The Scheme will therefore provide 35% on-site affordable housing (by habitable
rooms), and in excess of 29% by total units.

8.3 A tenure split of 70:30 (Social Rent: Intermediate Rent/Shared Ownership) will be
provided equating to 219 units on-site.

8.4 A total of 752 habitable rooms will be provided as affordable housing, equating to 35%.
This is split into 70% social rent (524) and 30% intermediate (228).

8.5 The proposal also includes a planning obligations package. This combined package is
considered the maximum reasonable level that the Scheme can afford.

8.6 The unit mix proposed meets policy requirements and provides a good balance of
smaller and family sized accommodation which will be essential for the long term
sustainable management of an affordable housing scheme of this size.

8.7 The proposed Social rents meet both the Council and GLA policies for rented housing
and the affordability requirements associated with this.

8.8 It has been demonstrated that the affordability of the Shared Ownership and London
Living Rent units comply with both LB Southwark and GLA requirements.

8.9 The consultation process has demonstrated that a number of medium and larger sized

RP’s currently operating in the LB Southwark would be very interested in this Section
106 opportunity in terms of both the quantum and design of the affordable housing.
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Summary Appraisal for Merged Phases 1234567

Currency in £

REVENUE

Sales Valuation
Block 1A - Private Residential Sales
P1 - Car Parking
Block 1B - Private Sales
Block 1C - Social Sales
Block 1D - Intermediate Sales
Block 1D - Social Sales
Block 2A - Private Sales
Block 2A - Intermediate Sales
P2 - Car Parking
Block 2B - Intermediate Sales
Block 2B - Social Sales
Totals

Rental Area Summary

Hotel

P1 Basement & GF Retail Box
Phase 1 - Plant (no value)

P1 Basement & GF Retail

P2 Basement & GF Retail

P2 - Cinema

Phase 2 - Plant (No Value)
Totals

Investment Valuation
Hotel
Current Rent
P1 Basement & GF Retail Box
Manual Value
P1 Basement & GF Retail
Manual Value
P2 Basement & GF Retail
Market Rent
(1yr Rent Free)
P2 - Cinema
Market Rent
(2yrs Rent Free)

GROSS DEVELOPMENT VALUE

Purchaser's Costs

NET DEVELOPMENT VALUE

Additional Revenue
Rent UNIT 1A DFS
Rent UNIT 2 Sports Direct
Rent UNIT 3 Argos
Rent UNIT 4 Argos
Rent UNIT 1B Carpetright

NET REALISATION

OUTLAY

ACQUISITION COSTS
Fixed Price

Stamp Duty
Agent Fee
Legal Fee

Units ft2 Rate ft2
344 250,724 817.00
7 0 0.00
94 64,928 721.00
52 40,612 155.00
10 7,083 423.00
42 32,184 155.00
68 48,373 701.00
16 10,968 423.00
7 0 0.00
46 31,344 423.00
53 41,054 155.00
739 527,270
Units ft2 Rate ft2
195 62,151 31.38
1 8,977 35.00
1 48,320
1 5,027 22.00
1 11,345 22.00
1 5,454 16.00
1 35,395
201 176,669
1,950,000 YP @ 5.0000%
249,590 YP @ 5.5000%
PV 1lyr @ 5.5000%
87,264 YP @ 6.0000%
PV 2yrs @ 6.0000%
(3,496,044)
5,175,000
363,250
175,875
350,875
1,265,625
28,000,000
1,389,500
1.00% 280,000
0.75% 210,000

Unit Price
595,469
25,000
498,012
121,055
299,611
118,774
498,669
289,967
25,000
288,229
120,064

Initial
MRV/Unit
10,000
314,195
0

110,594
249,590
87,264

0

20.0000

18.1818
0.9479

16.6667
0.8900

375,867,318

(3,496,044)

372,371,274

7,330,625

379,701,899

28,000,000

Gross Sales
204,841,508
175,000
46,813,088
6,294,860
2,996,109
4,988,520
33,909,473
4,639,464
175,000
13,258,512
6,363,370

2009, 910 0

324,454,904

Net Rent
at Sale
1,950,000
314,195
0

110,594
249,590
87,264

0
2,711,643

39,000,000
4,952,182

1,864,400

4,301,422

1,294,411
51,412,414

Initial
MRV
1,950,000
314,195

110,594
249,590
87,264

2,711,643

Project: \Ares\Office\Planning\JOBS\U Files\U0008220 - Southernwood Retail Park OKR (DTZ Investors) ANC\03 Reports\Appraisals\3. Proposed Development - 35%\Final
Date: 24/10/2018
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1,879,500
CONSTRUCTION COSTS
Construction ft2 Rate ft2 Cost

Hotel 93,335 ft2 239.73 pf2 22,375,200

P1 Basement & GF Retail Box 8,977 ft2 180.80 pf2 1,623,042

Phase 1 - Plant (no value) 48,320 ft2 180.80 pf2 8,736,256

P1 Basement & GF Retail 5,059 ft2 180.80 pf? 914,667

P2 Basement & GF Retail 11,604 ft2 180.80 pf? 2,098,003

P2 - Cinema 5,454 ft2 180.80 pf? 986,083

Phase 2 - Plant (No Value) 35,395 ft2 180.80 pf2 6,399,416

Block 1A - Private Residential Sales 327,190 ft2 315.60 pf2 103,260,205

Block 1B - Private Sales 79,965 ft2 263.74 pf2 21,089,969

Block 1C - Social Sales 50,666 ft2 252.05 pf? 12,770,365

Block 1D - Intermediate Sales 8,869 ft2 253.57 pf2 2,248,912

Block 1D - Social Sales 39,471 ft2 250.00 pf2 9,867,750

Block 2A - Private Sales 59,880 ft2 263.74 pf2 15,792,751

Block 2A - Intermediate Sales 13,283 ft2 263.74 pf2 3,503,258

Block 2B - Intermediate Sales 41,333 ft? 253.57 pf2 10,480,809

Block 2B - Social Sales 50,655 ft2 253.57 pf2 12,844,588

Totals 879,456 ft2 234,991,275 234,991,275

Abnormals/Externals 6,884,102

5106 2,528,584

Mayoral CIL 2,924,950

Borough CIL 11,464,264

23,801,900
Other Construction

VP Costs 661,000

Additional Cost 4,700,000

VP Costs 956,000

6,317,000
PROFESSIONAL FEES
Architect 10.00% 23,565,227
23,565,227
MARKETING & LETTING

Marketing 2.00% 1,713,495

Letting Agent Fee 15.00% 292,500

Letting Agent Fee 10.00% 76,164

Letting Legal Fee 5.00% 135,582

2,217,741
DISPOSAL FEES

Sales Agent Fee 1.00% 2,847,200

Sales Agent Fee 0.50% 194,607

Sales Legal Fee 1.00% 2,847,200

Sales Legal Fee 0.25% 84,753

Sales Legal Fee 0.50% 42,802

6,016,563
FINANCE

Debit Rate 7.000%, Credit Rate 0.000% (Nominal)

Total Finance Cost 44,511,525
TOTAL COSTS 371,300,731
PROFIT

8,401,168
Performance Measures

Profit on Cost% 2.26%

Profit on GDV% 2.24%

Profit on NDV% 2.26%

Development Yield% (on Rent) 0.73%

Equivalent Yield% (Nominal) 5.14%

Equivalent Yield% (True) 5.31%

IRR 7.76%

Rent Cover 3yrs 1 mth

Profit Erosion (finance rate 7.000%) 4 mths

Project: \Ares\Office\Planning\JOBS\U Files\U0008220 - Southernwood Retail Park OKR (DTZ Investors) ANC\03 Reports\Appraisals\3. Proposed Development - 35%\Final
ARGUS Developer Version: 7.50.001 Date: 24/10/2018



