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This Housing Delivery & Viability Statement (‘Statement’) has been prepared on behalf of S2
Caversham Ltd (‘the Applicant’) in respect of land at 71-73 Caversham Road, Reading (‘the
Application Site’).

A planning application has been submitted to Reading Borough Council for the redevelopment
of the Application Site to provide 29 new homes alongside new commercial floorspace, cycle
parking, landscaping and public realm improvements (‘the Application’). The development
proposals will support the continued regeneration and enhancement of Reading Town Centre.

This revised application follows a proceeding application for a larger scheme with 44 homes (the
original application). It was agreed with the Council’s viability advisors (BPS Surveyors) that the
original scheme could not viably afford any affordable housing. Notwithstanding this the applicant
offered a commuted sum of £5,680 Per Unit (£250,000).

While the revised applicant has substantially less floorspace and additional costs and complexity
associated with part retention of the existing buildings, a commuted sum of £165,000 is proposed
based on the same £5,680 per unit rate. This is financially equivalent to c.4 units or 15% based
on the calculation previously agreed with the council’s housing officers.

Planning law requires that applications for planning permission be determined in accordance
with the development plan, unless material considerations indicate otherwise. Table 1 below
provides an assessment of the application housing proposals against this statutory requirement.

Table 1 — Housing Proposals Assessment Summary

Overall Housing Amount — 29 Homes

Effective Land Use: The proposed quantum of new housing proposed will optimise the use of a
brownfield site in accordance with the chapter 11 of the NPPF (2021).

Housing Targets: The delivery of 29 new homes will make an important contribution towards meeting
the Council’s objectively assessed need for new housing as identified in the Strategic Housing Market
Assessment (2016).

Affordable Housing - £165,000 (c.4 Homes or 15%)

Financial Viability: The scheme is not required to provide any Affordable Housing in accordance with
Policy H3 of the adopted Local Plan due to financial viability. Notwithstanding this, the applicant has
confirmed that the scheme will provide a £165k cash in lieu contribution (equivalent to ¢.15% affordable
housing based on c.£40k per unit as agreed with RBC).

Management Feasibility: The delivery of a c.4-5 on-site affordable housing units is not possible due
to management requirements of Registered Providers including i) the need to separate management
responsibility and service charges; and ii) the need to provide critical mass for management efficiency.

National Policy: The proposal meets and exceeds the national policy expectation for all major
schemes to contribute 10% affordable home ownership (NPPF paragraph 64).

Review Mechanism: The inclusion of an Early Review Mechanism enables the quantum of Affordable
Housing proposed to increase to a complaint tenure mix (subject to future viability and delivery
timescales).

Unit Size Mix — 22x 1 Bed 6x 2 Bed & 1x 3 Bed

General Suitability: The site is more suited to smaller households due to its Town Centre location.
There is therefore unlikely to be sufficient demand for a larger number of family sized flats due to both
their affordability and general suitability.
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= Financial Viability: The introduction of larger units would result in a less efficient scheme constraining
viability and in lieu affordable housing contribution that can be supported.

= Design Quality: The introduction of additional larger units would result in the need to reconfigure the
design which in turn would compromise the overall quality of the scheme.

6 A high-level summary of the Financial Viability Appraisal referred to above is provided in Table
2 below. It shows that the viability of the scheme is constrained by the high existing value of the
buildings that will need to be demolished at the site. The inputs and assumptions are consistent
with those originally proposed. The sales revenues and construction cost rates have however
been uplifted in line with inflation.

Table 2 — Viability Summary

Private Residential Revenue £453 PSF £8,259,776
Private Residential Parking £15,000 PS £37,500
Commercial Revenue £20 PSF/ 6% Yield £1,116,333
Purchaser costs 6.8% (E75,911)
Total Revenue - £9,337,699
Construction Costs £220 PSF £6,272,420
Contingency 5% £313,621
Professional Fees 11% £740,610
CIL £13.65 PSF £146,773
S106 TBC TBC
. . 2% Residential
Marketing & Leasing 15% Commercial £175,243
Disposal Fees 1.5% £140,065
Finance 6.75% £353,214
Developer Return 20% Private Sgle £1,819,405
15% Commercial
Total Costs - £9,961,351
| Outputlandvalue .
Residual Land Value - (£623,652)
| BenchmarkLandvValue
Existing Use Value (EUV) + - £1.77m

7 If exactly the same adjustments are made to the appraisal as adopted by BPS for the original
application, then the RLV would increase. It would however still be below both the applicant’s
EUV (c.£1.77m) and the EUV previously proposed by BPS (c.£916k) for the original application.

8 Overall this Statement demonstrates that the amount, type and mix of housing proposed in the
planning application is appropriate for the site and development proposal in accordance with the
statutory Development Plan and other material planning considerations.
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1.3

1.4
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1.6

1.7

INTRODUCTION

This Housing Delivery & Viability Statement (‘Statement’) has been prepared on behalf of S2
Caversham Ltd (‘the Applicant’) in respect of land at 71-73 Caversham Road, Reading (‘the
Application Site’).

A planning application has been submitted to Reading Borough Council for the redevelopment
of the Application Site to provide 29 new homes alongside new commercial floorspace, cycle
parking, landscaping and public realm improvements (‘the Application’). The development
proposals will support the continued regeneration of Reading Town Centre

Planning law? requires that applications for planning permission be determined in accordance
with the development plan, unless material considerations indicate otherwise.

This Statement provides evidence which seeks to demonstrate the amount, type and mix of
housing proposed in the planning application is appropriate for the site and development
proposal in accordance with the statutory Development Plan and other material planning
considerations.

This Statement is structured to provide: -

o An overview of the application site and the application proposals (Section 2);
o An overview of relevant policy and guidance (Section 3);

o A financial viability appraisal of the scheme proposals (Section 4);

o Details and analysis of the housing proposals (Section 5); and

o A summary of the overall conclusions (Section 6).

This has been produced in accordance with the NPPF (2021), PPG (2019) and RICS
Professional Statement on Financial Viability in Planning: Conducting and Reporting (2019). It
is confirmed that no performance related or contingent fees have been agreed for the work
and no conflict of interest exists, including Party Conflicts, Own Interest Conflicts and
Confidential Information conflicts.

This Statement should be read in conjunction with the application documents, including but not
limited to the Planning Statement, the Design and Access Statement and the Application
Drawings.

1 section 38(6) of the Planning and Compulsory Purchase Act 2004 and section 70(2) of the Town and Country Planning Act 1990
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2 PLANNING APPLICATION OVERVIEW

2.1 This section of the Statement provides an overview of the planning application site and the
development proposals.

Application Site

2.2 The Application Site is located at the junction of Northfield Road and Caversham Road,
Reading. The location of the site is illustrated in Figure 1 below.

Figure 1 — Site Location Plan

THP]EL Dp

2.3 The site is level, rectangular in shape and extends to approximately 0.16 hectares (0.393
acres). The site comprises a 2-storey retail warehouse, known as 71-73 Caversham Road,
with a service yard and car parking area situated on the eastern part of the site fronting
Caversham Road, together with 2 no. detached 2.5 storey office buildings, known as The
Brewery and The Malthouse, with further car parking space situated on the western part of the
site.

2.4 The retail warehouse on the site is currently vacant whilst the office buildings are fully let. A
summary of the existing accommodation is provided in Table 3 below.

Table 3 — Existing Accommodation

Use Floor Area (GIA SQM)

Office Building 560
Retail Warehouse 1,258
Total 1,818
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Development Proposals
2.5 The description of development for the Planning Application is as follows:

Partial demolition of former retail warehouse and erection of a mixed-use building
comprising 29 residential units, 318 sgqm of retail floorspace (Use Class E) at ground
floor and associated car parking, cycle parking and landscaping.”

/

2.6 The proposed mix of land uses and floor areas is set out in Table 4 below.

Table 4 — Proposed Accommodation

Use Floor Area (GIA SQM)

Private Residential 2,330
Retail 318
Total 2,648

2.7 Further details relating to the Application Site location, planning history, and details of the
Application proposals are set out in the Planning Statement and the Design and Access
Statement, submitted in support of the Application. Details of the Housing proposals are set
out in Section 5 of this Statement.
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PLANNING POLICY & GUIDANCE

This section of the Statement sets out relevant extracts of national, regional and local policy
and guidance (including the supporting evidence base) which have informed the proposed
approach to housing delivery.

National Policy & Guidance
National Planning Policy Framework (2021)

3.2

3.3

3.4

3.5

The National Planning Policy Framework (NPPF) provides the national context for planning in
England, including implementing Central Government’s housing policy objectives. The NPPF
sets out national economic, social and environmental objectives and is an important material
consideration in the determination of all planning applications.

The core message in respect of housing provision is that plans and decision-taking should
ensure delivery of a wide choice of high quality homes for a range of needs for today and in
the future (paragraph 8(b)).

Paragraph 11 of the NPPF outlines an overarching presumption in favour of sustainable
development. It confirms that for decision making this means approving without delay those
development proposals that are consistent with an up-to-date development plan or “where
there are no relevant development plan policies, or the policies which are most important for
determining the application are out-of-date, granting permission unless: i. the application of
policies in this Framework that protect areas or assets of particular importance provides a clear
reason for refusing the development proposed ; or ii. any adverse impacts of doing so would
significantly and demonstrably outweigh the benefits, when assessed against the policies in
this Framework taken as a whole.”

In respect of financial viability paragraph 57 of the NPPF states that “It is up to the applicant to
demonstrate whether particular circumstances justify the need for a viability assessment at the
application stage. The weight to be given to a viability assessment is a matter for the decision
maker, having regard to all the circumstances in the case, including whether the plan and the
viability evidence underpinning it is up to date, and any change in site circumstances since the
plan was brought into force. All viability assessments, including any undertaken at the plan-
making stage, should reflect the recommended approach in national planning guidance,
including standardised inputs, and should be made publicly available”.

National Planning Policy Guidance

3.6

3.7

National Planning Policy Guidance (NPPG) provides guidance on the application of policies
set out in the NPPF (2021).

Paragraph 004 (Planning Obligations) confirms Planning obligations must be fully justified and
evidenced. Where affordable housing contributions are being sought, planning obligations
should not prevent development from going forward. Paragraph 006 (Planning Obligations)
confirms where local planning authorities are requiring affordable housing obligations or tariff
style contributions to infrastructure, they should be flexible in their requirements. Paragraph
007 (Planning Obligations) states that on individual schemes, applicants should submit
evidence on scheme viability where obligations are under consideration.
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https://www.gov.uk/guidance/viability

3.8

3.9

3.10

3.11

Paragraph 001 (Viability & Plan Making) states that plans should set out the contributions
expected from development. This should include setting out the levels and types of affordable
housing required, along with other infrastructure. These policy requirements should be
informed by evidence of infrastructure and affordable housing need, and a proportionate
assessment of viability that takes into account all relevant policies and local and national
standards.

Paragraph 007 (Viability & Decision Taking) states that where up to date policies have set out
the contributions expected for development, planning applications that comply with them
should be assumed to be viable. It is up to the Applicant to demonstrate whether particular
circumstances justify the need for a viability assessment at the application stage.

Paragraph 010 (Standardised Inputs) confirms that Viability assessment is a process of
assessing whether a site is financially viable, by looking at whether the value generated by a
development is more than the cost of developing it. This includes looking at key elements of
gross development value, costs, land value, land value premium and developer return. It goes
on to state that decision making viability helps to strike a balance between the aspirations of
developers and landowners, in terms of returns against risk, and the aims of the planning
system to secure maximum benefits in the public interest through the granting of planning
permission.

Paragraph 021 (Accountability) states that any viability assessment should be prepared on the
basis that it will be made publicly available, other than in exceptional circumstances where a
suitable executive summary version should be provided.

Local Policy & Guidance
Reading Local Plan (2019)

3.12

3.13

3.14

3.15

The Local Plan for Reading is the document that contains the policies for how Reading will
develop up to 2036. It forms part of the statutory development plan.

Policy H3 (Affordable Housing) identifies that on sites of more than 10 dwellings, 30% of the
total dwellings will be in the form of affordable housing.

Policy H3 also states that in all cases where proposals fall short of the policy target as a result
of viability considerations, an open-book approach will be taken, and the onus will be on the
developer/landowner to clearly demonstrate the circumstances justifying a lower affordable
housing contribution.

The supporting text at 4.4.24 states where applicants can demonstrate, to the satisfaction of
the Council, exceptional difficulties in bringing a site to market, the Council will be prepared to
consider detailed information on the viability of a particular scheme and, where justified through
an open book approach, to reduce the affordable housing requirement

Affordable Housing SPD (2021)

3.16

The Affordable Housing SPD provides further information to supplement policies in the
Reading Local Plan.
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4.1

FINANCIAL VIABILITY APPRAISAL

This section of the Statement provides an overview of the approach taken to assessing the
development viability of the Application Scheme and the outcomes of the assessment.

Measuring Viability

4.2

4.3

4.4

The approach taken considers the ability of the development to contribute towards Affordable
Housing after the development costs, a competitive return for the landowner and the risk
adjusted developer return have been deducted from the scheme revenues.

The approach has been informed by the National Planning Policy Framework (NPPF) and
Practice Guidance (NPPG); and the RICS Financial Viability in Planning 2012 Guidance Note
(RICS GN).

In preparing the scheme specific viability, the RICS Guidance Note confirms that ‘the nature
of the applicant should normally be disregarded as should benefits or disbenefits that are
unique to the applicant. The aim should be to reflect industry benchmarks having regard to
the particular circumstances in both development management and plan making viability
testing’.

The Financial Model

4.5

4.6

4.7

A financial appraisal of the proposed development has been prepared using Argus Developer
Software. This development appraisal package is widely used throughout the development
industry and is appropriate for presenting the viability position on a development of the type
proposed. Further details can be accessed at www.argussoftware.com.

Argus works in the same way as the GLA toolkit and other residual appraisal models. The
value of the completed development and development costs (including either the profit margin
required or land costs) can be cash-flowed over the development period and the difference
between the total development value and total costs compared.

The model structure provides a sound basis on which to test scheme viability and to determine
the developer subsidy available from the development.

Inputs & Assumptions

4.8

4.9

4.10

The financial model has been based on the proposed application scheme as set out in Section
2 of this report. For simplicity and transparency, the inputs and assumptions adopted in the
model are set out in Table 5 below. The inputs adopted are supported by proportionate
evidence in accordance with the government’s recommended approach to assessing viability
set out in National Planning Guidance (Standardised Inputs).

A scheme specific Build Cost Plan and a Residential Market Report was prepared to inform
original application. The outputs of these reports have been updated by applying interim
inflation to the rates. The costs have been inflated using the BCIS All In TPI. The sales values
have been uplifted using the House Price Index (HPI).

All other inputs and assumptions are consistent with the original FVA and are based on
site/scheme specific considerations in line with up-to-date benchmarks and the 2018 local plan
viability assessment where appropriate.
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Table 5 — Inputs & Assumptions Table

Revenue Assumptions

The blended average private sales revenue input is based
on the capital value of the completed private market sale
homes. Individual unit pricing for the original scheme was
informed by a detailed analysis of the local market and
£453 comparable transactional evidence having regard to a
range of site-specific factors. The capital values of each
unit type have been increased to today’s date (+c.5%) by
the House Price Index (HPI) and applied to the proposed
mix. While the capital values have increased the PSF
appears slightly lower due to the unit sizes.
The average value of a parking space informed by of
Car Parking £12,500 PU  comparable transactional evidence.

Private Sale Values

The investment value of the retail floorspace. The
£20 PSF proposed rent and investment yield have been informed

Commercial Retail 6% Yield by analysis of the proposed scheme, the local market and

Values comparable transactional evidence.
Cost Assumptions
This is an industry standard assumption which comprises
Acquisition Costs 6.8% 5% Stamp Duty, 1% Agent Fee, 0.5% Legal Fee and 0.3%
VAT on fees.
The construction costs in the original scheme were
informed by a site-specific elemental cost plan. The cost
plan was informed by a bespoke cost model and
Residential comparable build cost benchmarking data. It also included

£220 the scheme specific abnormal costs. The original costs,
which were agreed with the council, have been updated to
today’s date by the BCIS all in TPI. Additional allowances
for the complexity relating to partial retention of buildings
has not yet been added.
An industry standard 5% design risk contingency is

5% included. This assumption is also consistent with the
Council’s Local Plan Viability Study (2018).

Developers A contingency allowance for unknown costs which fall

. Excluded : ,

Contingency outside of the contractor's agreement.

The applicant’s allowance for neighbourly compensation

costs including, for example, Rights of Light (ROL).

This assumption falls within the industry standard range

and is considered appropriate for the application site in

consideration of the site-specific constraints which will
. 11% . . ; ) . . -

Professional Fees require professional input/ advice (i.e partial building

retention). This also includes an allowance for Site

Insurances, NHBC and Building Regulations which have

been excluded elsewhere in the appraisal.

Construction Costs

Construction
Contingency

Neighbourly Costs Excluded

Site Insurances Excluded Allowance within professional fees.
NHBC & Building Excluded  Allowance within professional fees.
Regulations

Community
Infrastructure Levy

The CIL calculation in accordance with the borough

£146,773 charging schedule.
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The S106 budget is to be agreed with the Council. Its

S106 TBC inclusion will reduce the overall viability of the scheme.
The marketing budget reflects the marketing campaign
204 required to support the target sales rate and sales value.

Residential Marketing A reduction in this budget would reduce the achievable
sales values. This assumption is also consistent with the
Council’s Local Plan Viability Study (2018).
This is an industry standard assumption for commercial
Letting Agent & Legals 15% agent and legal fees applied to the annual rental income
of commercial uses.
This is an industry standard assumption for disposal agent
Disposal Agent & Legal 1.50% and legal fees applied to residential and commercial
. 0 . . . . .
Fees revenues. This assumption is also consistent with the
Council’s Local Plan Viability Study (2018).
Industry standard Assumption. The rate assumes 100%
debt finance and all arrangement, valuation, survey and
6.75% exit fees. This assumption is also consistent with the
Council’'s Local Plan Viability Study (2018). The cost
finance is increasing due to market uncertainty and
increasing base rates.

Finance Costs

Programme Assumptions

4.11 The finance costs within the financial model are calculated based on a detailed cash flow. The
programme assumptions, set out in Table 6 below, are consistent with that adopted within the
Planning Application.

Table 6 — Programme

Building Stage

Pre-Construction 6 Months
Construction 15 Months
Sales Period 6 Months

4.12 The construction period is based on a site-specific project construction programme. The private
sales period assumes 40% of the private units are sold on practical completion (PC) with the
remaining units sold at a rate of ¢.5 per month. This assumption supports the residential values
proposed. An increase in sales rate would require sales values to be reduced.

Benchmark Land Value

4.13 In determining the Benchmark Land Value specific regard has been given to the guidance
contained in the NPPF, NPPG and RICS Guidance Note, and recognition that scheme viability
should consider competitive returns to a willing landowner to enable land to be released, so
development can be deliverable.

4.14 The NPPG states that to define land value for any viability assessment, a benchmark land
value should be established on the basis of the Existing Use Value (EUV) of the land, plus a
premium for the landowner. The premium for the landowner should reflect the minimum return
at which it is considered a reasonable landowner would be willing to sell their land. The
premium should provide a reasonable incentive, in comparison with other options available,
for the landowner to sell land for development while allowing a sufficient contribution to comply
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4.15

4.16

4.17

4.18

4.19

with policy requirements. This approach is often called ‘existing use value plus’ (EUV+)
(Paragraph 013).

Paragraph 015 of the NPPG states that the EUV is the value of the land in its existing use
together with the right to implement any development for which there are policy compliant
extant planning consents, including realistic deemed consents, but without regard to alternative
uses. Existing Use is not the price paid and should disregard hope value.

The RICS Guidance Note on Financial Viability in Planning states that “The return to the
landowner will be in the form of a land value in excess of current use value”. Para 3.4.3 also
states “Any planning obligations imposed will need to be paid out of this uplift but cannot use
up the whole of this difference...”. The RICS Guidance Note provides further confirmation that
Site Value will be based on market value which includes regard to current use value, alternative
use value and market/transactional evidence (para 3.4.5).

In accordance with the above policy and professional guidance, consideration was previously
given to the EUV of the Application Site by valuation specialists Haslams. The EUV has was
calculated based on the investment value of the existing commercial uses on the site. On this
basis, the Application Site had a EUV (excluding premium) of £1,360,000. While rents have
inflated since no uplift to the EUV is presently proposed. The applicant reserved their right to
review this is required.

The EUV has been assessed on the basis that all hope value is excluded including any value
arising from a planning permission. In accordance with policy, a premium of ¢.30% has been
added to the EUV in order to provide a competitive return for the landowner. This provides a
minimum Benchmark Land Value (BLV) of £1,768,000.

A premium of 30% is considered appropriate for the Application Site in view of the fact that the
site includes existing buildings which provide a long-term income stream for the landowner.

Developer Return

4.20

421

4.22

The Applicant has considered the level of Developer Return required to bring forward the
Application Scheme with its advisory team having regard to factors such as: the complexity
and risk associated with this scheme compared with other schemes; the competitiveness of
the local residential market and risks associated with the UK’s decision to leave the European
Union; and the absence of pre-lets for the commercial elements of the scheme.

On this basis the Developer Return adopted in the financial model is 20% of GDV for Private
sale and 15% for Commercial. This provides an overall blended profit of ¢.19% of GDV. This
target level of return is also considered appropriate in view of the omission of a separate
developer’s contingency and allowance for neighbourly costs.

This approach is consistent with the recently published NPPG (2019) which specifically states
that a developer return of up to 20% on GDV is a reasonable assumption to make for the
purposes of viability assessments. It is also consistent with the assumptions made in the
Council’s Local Plan Viability Study (2018).
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Appraisal Results

4.23 A baseline development viability appraisal has been run on the basis of the present-day cost
and value assumptions set out in this report and nil affordable housing. A headline summary
of the appraisal is summarised in Table 7 below.

Table 7 — Appraisal Summary

Private Residential Revenue £453 PSF £8,259,776
Private Residential Parking £15,000 PS £37,500
Commercial Revenue £20 PSF/ 6% Yield £1,116,333
Purchaser costs 6.8% (£75,911)
Total Revenue - £9,337,699
Construction Costs £220 PSF £6,272,420
Contingency 5% £313,621
Professional Fees 11% £740,610
CIL £13.65 PSF £146,773
S106 TBC TBC
. . 2% Residential
Marketing & Leasing 15% Commercial £175,243
Disposal Fees 1.5% £140,065
Finance 6.75% £353,214

20% Private Sale
15% Commercial
Total Costs - £9,961,351

Output Land Value |

Residual Land Value - (£623,652)

Benchmark Land Value |

Existing Use Value (EUV) + - £1.77m

Developer Return £1,819,405

4.24 The output Residual Land Value (RLV) is below the minimum BLV of c.£1.77m. The financial
appraisal therefore evidences the scheme is constrained by the value of the existing buildings
that will need to be demolished and, as a consequence, is not required to provide any
Affordable Housing in accordance with the adopted Local Plan.

Sensitivity Test

4.25 A sensitivity appraisal has been prepared to illustrate the impact if the same adjustments made
by BPS are applied to the revised scheme. The amendments are as follows:

. Pre-Construction reduced to 3 Months

" Private Sales Revenues increased (indexed to today’s date).
. Commercial Rent increased to £22.50

. Professional Fees reduced to 10%

" Residential Marketing reduced to 1%

. Residential Profit reduced to 17.5% on GDV;,
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4.26

If exactly the same adjustments are made to the appraisal as adopted by BPS for the original
application, then the RLV would increase. It would however still be below both the applicant’s
BLV (£1.77m) and the BLV previously proposed by BPS for the original application (E916k).

Affordable Housing Proposals

4.27

4.28

4.29

4.30

A growth appraisal has been prepared to illustrate the sensitivity of the RLV to market growth.
The growth appraisal illustrates that a 10% increase in private sale revenues increases the
RLV substantially.

In view of this, and a range of other factors, including national planning policy, the applicant
has confirmed that they are prepared to deliver the scheme with a £165k cash in lieu
contribution (equivalent to c.15% affordable housing). This exceeds the national policy
expectation for major schemes to contribute 10% affordable home ownership.

A financial contribution is proposed in lieu of on-site delivery because it would not be feasible
for a Registered Provider to acquire and manage c.4-5 on-site affordable housing units due to
i) the need to separate management responsibility and service charges; and ii) the need to
provide critical mass for management efficiency.

The applicant has also confirmed that they would be willing to accept an Early-Stage Review
Mechanism which enables the amount of Affordable Housing to increase up a policy compliant
mix of tenures (subject to future viability and delivery timescales). This provides the Council
with certainty that the applicant is committed to delivering the scheme to support the ongoing
regeneration and enhancement of the Town Centre.
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5 HOUSING ASSESSMENT

5.1 This section of the Statement provides an overview of the proposed approach to housing
delivery alongside an analysis of the proposals against the Development Plan and other
material considerations set out within Sections 2 to 4 of this Statement.

Overall Amount

5.2 The application seeks permission for the erection/ conversion of mixed-use buildings providing
29 residential dwellings. The overall quantum of housing proposed is appropriate having regard
to the following factors:-

Effective Land Use: The proposed quantum of housing will optimise the use of a
brownfield site in accordance with the chapter 11 of the NPPF (2021)

Housing Targets: The new homes will make an important contribution towards
meeting the Council’s objectively assessed need (699 homes per annum) for new
housing as identified in the Strategic Housing Market Assessment (2016).

5.3 The proposed quantum of housing is therefore supported by the Development Plan and other
material planning considerations.

Affordable Housing

5.4 It is proposed that the scheme will provide a financial contribution of £165,000. The off-site
contribution is appropriate having regard to the following factors:

Financial Viability: The scheme is not required to provide any Affordable Housing in
accordance with Policy H3 of the adopted Local Plan due to financial viability.
Notwithstanding this, the applicant has confirmed that the scheme will provide a £165k
cash in lieu contribution (equivalent to ¢.15% affordable housing based on c.£40k per
unit as agreed with RBC).

Management Feasibility: The delivery of a c.4-5 on-site affordable housing units is
not possible due to management requirements of Registered Providers including i) the
need to separate management responsibility and service charges; and ii) the need to
provide critical mass for management efficiency.

National Policy: The proposal aligns with the national policy expectation for all major
schemes to contribute 10% affordable home ownership (NPPF paragraph 64).

Review Mechanism: The inclusion of an Early Review Mechanism enables the
guantum of Affordable Housing proposed to increase to a complaint tenure mix (subject
to future viability and delivery timescales).

Unit Size Mix
5.5 The proposed unit mix is set out in Table 8 below.

Table 8: Unit Size Mix

%

1 Bed 22 76%
2 Bed 6 21%
3 Bed 1 3%

Total 29 100%

Quod | 71-73 Caversham Road, Reading | Revised Housing Delivery & Viability Statement | June 2022

14



5.6 The proposed mix of private unit sizes is appropriate having regard to the following site-specific
factors including: -

General Suitability: The site is more suited to smaller households, with fewer children,
due to its Town Centre location. There is therefore unlikely to be sufficient demand for
a larger number of family sized flats due to both their affordability and general suitability.

Financial Viability: Smaller residential units create more value relative to their
floorspace. The introduction of larger units would therefore result in a less efficient
scheme constraining viability and the resultant financial contribution in lieu of affordable
housing.

Design Quality: The introduction of additional larger units would result in the need to
reconfigure the design which in turn would compromise the overall quality of the
scheme.
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6.1

6.2

6.3

6.4

6.5

6.6

6.7

6.8

OVERALL CONCLUSION

This Housing Delivery & Viability Statement (‘Statement’) has been prepared on behalf of S2
Caversham Ltd (‘the Applicant’) in respect of land at 71-73 Caversham Road, Reading (‘the
Application Site’).

A planning application has been submitted to Reading Borough Council for the redevelopment
of the Application Site to provide 29 new homes alongside new commercial floorspace, cycle
parking, landscaping and public realm improvements (‘the Application’). The development
proposals will support the continued regeneration and enhancement of Reading Town Centre.

This revised application follows a proceeding application for a larger scheme with 44 homes
(the original application). It was agreed with the Council’s viability advisors (BPS Surveyors)
that the original scheme could not viably afford any affordable housing. Notwithstanding this
the applicant offered a commuted sum of £5,680 Per Unit (£250,000).

While the revised applicant has substantially less floorspace, a commuted sum of £165,000 is
proposed based on the same £5,680 per unit rate. This is financially equivalent to c.4 units or
15% based on the calculation previously agreed with the councils housing officers. This
exceeds the national planning policy expectation for major schemes to contribute 10%
affordable home ownership (NPPF paragraph 64).

This statement demonstrates the provision of any contribution towards Affordable Housing
would exceed that the scheme is required to provide, in accordance with the Adopted
Development Plan due to financial viability. The Financial Viability Appraisal shows that the
Residual Land Value (RLV) of the scheme is below the minimum Benchmark Land Value
(BLV). The viability of the scheme is therefore constrained by the high existing use value of
the buildings that will need to be demolished at the site.

Where the same adjustment made by the Council’s advisors BPS are made the RLV increases
but remains below the BLV.

The applicant has also confirmed that they would be willing to accept an Early-Stage Review
Mechanism which enables the amount of Affordable Housing to increase up a policy compliant
mix of tenures (subject to future viability and delivery timescales). This provides the Council
with certainty that the applicant is committed to delivering the scheme.

Overall, this Statement demonstrates that the amount, type and mix of housing proposed in
the planning application is appropriate for the site and development proposal in accordance
with the statutory Development Plan and other material planning considerations.
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