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12.1 Background

1211
e 'agreement between the Counc1| and the Developer

1212

121.3

_ ‘The DPA sets out the key flnanmal and commermal elements of the o

| ._Thls sectlon supports the prowsmns set out in the DPA and sets out the Key |
Prmmples that have been agreed in respect of the financial management of

“ the Proleot with regard to the foIIowmg

'+ Veluation of Affordab[e Res1dent|al Units (Target Rent, Shared

.Ownershlp and Shared Eqwty) for the purposes of calculating Plot

Premiums and Overage °

. Cal_c_u_la_tion of finance costs .

« Developer's Priority Return

. ..O.p.e..rat.ion of the Deveiopntent'Acoount

. Finanoial provisions in relation to Shared Equity units

. Approach to achieving viability in relation to the deveto‘p,ment of Plot 18

It is agreed that the parties will use the Financial Model annexed to the DPA
for the calculation of the Premiums and Viability Tests subject to the
arrangements set out in this Section of the Business Plan and Schedule 5 of

the DPA.




12.1.4 The Financial Model currently indicates the following Premiums for Plots

following the First Devélopment Site:




12.2 Valuation of affordable residential

units

12.2.1 Business Plan Specification - Target Rent units

12.2.1.1  Forthe purposes of assessing Premiums and Ovefage a capital value will be
.. calculated for the Affordable Residential Units reta_ine'ql_iby__t___he_l_?)e_vélpper_. S

12.21.4  The Iqhg”t_er_m re\_/emj_es_ for the Térgé;s Reﬁt units will be based_ on Target
Rents. The_se_ Target' Rents will be calculated in line with the government
fofm_ul_é rent. syéte_m (i._e._.' 30% with reference to a prop_erfy’s rent based on
relative 'pr_operty values, 70% baéed on rélative_local earhings), caléulating
the 2000-01 rent and up rating for the date at which the capital value is to be '

generated.




12.2.2 Business Plan Specification - Shared Equity units

12,221  Shared Equity units within phase 2 and 3 (until a total of ] Shared Equity
Units has been provided within the Development Area ) will be vatued in line
with the mechanism for valuing Shared Ownership units as set outin 12.2.3.
‘The Developer will include the resultant value within the Premium for any
Plot or Sub -plot and Overage calculatlons

12.2.3 Busmess Plan Specmcatlon Shared Ownershlp

unlts




12.2.3.4

- The PamWin software or another equivalent model! will be used to calculate

the capital value using the above input data and the forecast revenues. The
Developer will comply with the then current SbuthWark Council affordability
criteria when calculating the initial equity sale and rent charged on unsold
equity.




ts

3 Fi

12

@

iNance CoSs
12.3.1 Business Plan Spec

ion

icat







12 4 Developer S Prlorlty Retum

12. 4 1 Busmess Plan Spemflcatlon

12.4.1.1.

 The Developers Priority Return I
I, " i vl be calculated

asa percentage of revenues as follows:
« 21% for Private Residential Units
« 0% for Affordable Residential Units

» 21% for Commercial Units excluding units for Council's use or for letting
at sub-market rates

» 0% for units for Council's use { both community and commercial)
(hoWever a management fee of 4% of build costs will apply)

» For units for letting at sub-market rates a prefit figure reflecting the risk

profile and below that for Commercial Units




12.5

12.5.1

12.5.1.14

Financial Provisions in Respect of

Private Rental Units

Key Principles

The Developer has proposed to include 49 Private Rental Units within the
First Development Site. The Subsequent Plots do not currently include any

Private Rental Units, however the Developer may propose these in the future

" where this is of benefit to the scheme.
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12.6

12.6.1

12.6.1.1

Operatioh of the Development

Account

Business Plan Specification

The Developér is to maintain and make available a Development Account in
accordance with the requirements within Schedule 5 of the DPA. Note 2
includes a summéry of the way in which the Developer intends to record
actual revenue and expenditure and forecast remaining revenue and

expenditure.

1




12.7

12.7.1

12711 .

12.71.2

1271.3

12.7.1.4

12.7.2

12.7.2.1

Financial provisions in respect of
Shared Equity units
Key Prihciples |

The Developer has agreed to provide a total of [l of the Intermediate

Residential Units as Shared Equity units. -

' These unrts erI be avaalable to purchase by emstmg Aylesbury Ieaseho]ders

on substantlally the same terms at set out in the Shared Ownershlp lease
attached to the DPA (aside from terms in relation to rent payable which will

- not be applicable),. In ail crrcumstances leaseholders will be entrtled to the
. -whole upllft in value on thelr eqwty share when the Shared Eqwty unrt is

sold.

Exi:sting.Aers_bury I_easeholders will be 'requ:ired”to pm\ride information to the
Cou'ncil. and/or the 'Developer to ehsure that Ieaseholders invest the
maxrmum amount they. can afford in the Shared Equrty units takmg into
account the conaderatron paid by the Council for their Aylesbury homes and

any savings.

_ Exrstmg AyEesbury leaseholders will be entitled to apply to purchase a

Shared Equity unit of a suitable size to meet their bed need plus one
additional bedroom. However leaseholders will not be entitled to a larger

property (in terms of GIA) than their current Aylesbury home.
Business Plan Specification
The first Jf Shared Equity units to be delivered will be provided as follows

o [l units from within the Developer s own stock outside of the

Development Area.

12




o [J units within the First Development Site of which JJ| will be provided

within the Extra Care Provision.

12.7.2.2 The Developer has assumed that the average size of these units is 2
bedrooms and the average value is || N

12.7.2.3  The Developer will not charge the resident any rénf on Ithe equity share

retained by the Developer.
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12.8

12.8.1

12.8.1.1

+12.8.1.2

12.8.2

12.8.2.1
12.8.2.2

12.8.2.3

Approach to achieving viability and
delivery Plot 18

Scheme content

The scheme for Plot 18 consists of a mixture of Residential Units,
Commercial Units and Council buildings (Council Works) . The outline brief
of the proposed scheme is set out in Section 7 Annexure 7.7 and the mix of

uses and approximate floor areas is shown later in this document.

" The Residential Units will be mixed tenure and the parties have agreed that

the most advantageous mix in terms of supporting re-housing and the

delivery of the Project is:

¢ Target Rent Residential Units 33
» Shared Equity Residential Units 33

» Private Rented Or Private Sale Units 34
Funding and viability o

The viability of Plot 18 will be assessed in accordance with the provisions of
Schedule 6 of the DPA.

The Parties agree that the scheme will be required to achieve a minimum

land value g

The Parties will work together t6 maximise investment and achieve a positive

fand value via a combination of:

o Investment by Council of [

¢ Developer's Registered Provider Contribution

¢ Grant and other public subsidy

15




12.8.2.4

12.8:2.5

12.8.2.6

12.8.2.7

12.8.3

12.8.3.1
12.8.3.2
12.8.3.3

12.8.3.4

-12.83.5

. Allocation of CIL and 5106 monies
¢ Council's funding for Public Realm and Council/Community buildings

+ Inclusion of income from some Commercial Buildings in viability on the
basis that this generates additional receipts.

Thg Developer will be entitled to include the Developer's Priority Return in

respect of the Residential Units in line with the provisions of the DPA

The Developer will be entitled fo include a Council Works Development
Management Fee based on 4% of the costs of constructing the Council
Buiidings and the Commercial Buildings (on the basis that these are retained

by the Council on a lease at a peppercorn rent) and the Public Realm.

The Development Overage provisions set out in Schedule 4 will apply to Plot
18.

The baseline financial appraisal for Plot 18 is included at Note 3 |||
R N
N |

Delivery and risk

The Developer will deliver the scheme to include design, demoliticn and

construction of buildings and public realm.

The Council Works Development Management Fee is to include managing

design and delivery.

The Developer will appoint the design team on behalf of Council and
manage the design process. The Council will specify the brief and be
involved in design development (Section 7 of the Business Plan).

The Council will underwrite pre-agreed désign development costs
The residual land value is to be fixed at grant of planning / appointment of a

contractor (confract to be let on the basis of a fixed price design & build

16




12.8.3.6

12.8.3.7

12.8.3.8

12.8.4

12.8.4.1

12.8.4.2

12.8.4.3

12.8.4.4

12845

12.8.4.6

contract).
The Developer is to take any paost-contract cost / programme risk. -

The Council will have a shadow client role during delivery period (i.e.
enhanced oversight / drawing comment / inspection etc) but will not be

required to approve drawings or specifications.

Warranties are to be provided back to the Council (and sub-lessees) in line

with provisions set out in the DPA.

Leasing, management and maintenance

arrangements

The Council wili retain the freehold interest in Plot 18.

The CouncH will grant a Building Lease to the Developer of Plot 18 and the
Developer will deliver the scheme under the terms set out in that lease.

In accordance with the provisions set out in the DPA and subject to
paragraph 12.7.4.8, the Council will grant the Developer a Plot Lease of Plot
18 including the Residential Units and the Council Works and Commercial
Units on the Completion Date. i

The Plot Lease wili include provisions for the Developer to maintain the

structure and external parts of all the Plot 18 Buildings as well as to insure

~ the Plot 18 Buildings

Subject to paragraph 12.7.4.6 Simultaneously to the grant of the Plot Lease
the Developer would grant the Council a lease of the Council Works and
Commercial Units for a term of 250 years less one day at a peppercorn rent
without premium. The Council Lease would include provisions to contribute
a fair proportion to the cost of maintenance and insurance based of the

Council Works and Commercial Units on gross internal floor areas.

The Develope'r and the Council can also consider alternative land transfer
and leasing arrangements at the Steering Group if these are more

17




12.84.7

| advantageous from a financial or legal perspective. This may allow for the

Council to retain the freehold interest in the Council Works and Commercial

Units but with_prq_\}isi_qns for the Council will enter into positive c_bvena_nt_s' :

with théD_evei_'c_)pe:r_tQ contribute a fair propor_ti_b_h to the cost of maintenance

and insurance based on gross internal floor areas. -

The Council would be entitled to let (or sublet) the Council Works and
Commercial Units to either community, health or commercial users subject to

the proposed uses being appropriate for a mixed use scheme.
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Note 1 — Affordable Housing Assumptions
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Note 3 — Baseline Plot 18 Viability Position - -
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Avlesbury Estate Plct ‘[8 Appré_isal

Actomodation Schedule

Accomodation Schedule ™ - :

Unit Type Number NIA (fi2) GIA (ft2) Total NIA Total GIA
1B 20 | 540 675 21,600 37,000
2B/4P 44 ol 780 938 33,000 41,250
3B/5P 14 ] 925 © 1,156 12,950 16,188
4B/6P 2 A0BS . 1,331 2,130 2,663 .
100 3,280 .. 4,100 69,680 87,100
Tenure Schedule
. S - . Tenure Spiit
Unit Type Number - | Private Sale| Shared Social Rent
1B o | e 16
2B/4P 44 10 14 20
3B/5P 14 - 3 3 8
4B/6P 2 5
100+ 34 33 33

NG

80%
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