
NOTE by Jonathan Masters, Commercial Director, Bridgemere Land plc on
Wrexham County Borough Council’s proposals for viability appraisals for
affordable housing on land at Croesnewydd Road, Wrexham


The following are my comments on Wrexham County Borough Council’s (WCBC) proposed mechanism for calculating commuted sums for affordable housing as part of a proposed Section 106 agreement for land at Croesnewydd Road, Wrexham.

WCBC has acknowledged that the scheme is not currently viable if any affordable housing is provided.


Prior to the Committee meeting on 7th October 2013 we offered 4 affordable dwellings (which WCBC wished to reduce to 3 affordable dwellings) in place of viability stage reviews.

WCBC proposes to secure the 3 affordable dwellings but maintains the requirement for viability stage reviews.

This is unacceptable.

The application was registered on 31st October 2012 and even now, despite lengthy negotiations, we still do not have an agreed viability appraisal.

The mid-term viability appraisal that WCBC proposes would halt construction and would consequently delay sales and increase costs.   We have often impressed on WCBC that, for such a relatively small scheme such as this, the uncertainty introduced by interim reviews will render the scheme undeliverable through lack of certainty.

We cannot proceed on this basis.

WCBC’s proposed method for assessing the commuted sum is far too complicated and lacks transparency.

It is too elaborate and burdensome for a development of this scale (77 units).

The mechanism proposed by WCBC makes no allowances for agreed relevant costs such as risk, overheads, return, land holding costs, professional fees, sales incentives or sales costs.

Although we accept the ultimate conclusion of Dr. Golland’s previous viability appraisal, we do not accept its detail. In particular, we do not accept the land value upon which he has based his assessments (£1,014,000), and which WCBC has carried forward into its proposed mechanism for calculating the affordable housing commuted sum.    This has been made clear on numerous occasions.

The site was purchased for £4.235m in 2005. We have since proposed a significantly written-down land value (£2.6m) for the purposes of the previous viability appraisals.   This is common practice in circumstances of substantial deflation in the land and sales market.

WCBC does not recognise in its proposed mechanism that if sales prices increased, the land value should also increase.   This is inequitable.

WCBC’s position on the land value issue is inconsistent with recent appeal cases, which has been highlighted to them on a number of occasions.

There are also inconsistencies within WCBC’s proposed method for assessing the commuted sum. In particular, there are references to both standard construction costs (which I presume to mean published historic data) and ‘Actual Total Build Costs’.

It is inappropriate to use standard published data as a means for assessing any commuted sum when more accurate site-specific data is available. Despite the availability of such data, Dr. Golland has refused to review the detailed site-specific data offered to him and has instead insisted on using historic non site-specific published data.

It is of material weight that historic published data has been derived from standards and regulations that existed at the time when the samples were taken and does not take account of changes in legislation and policy or the progressive changes programmed to Part L of the Building Regulations.

I do not recognise the figures of £3,386,749 and 30% in the Maximum Contribution calculation provided by WCBC and there is no explanation of where they have come from.

[bookmark: _GoBack]Additionally, I do not recognise the figure of 20% in WCBC’s On-site Contribution calculation and there is no explanation where it has come from. 

Regrettably, despite investing considerable time and resources, WCBC do not appear to understand or accept what is needed to render a site of this nature viable for development.   The appraisal approach proposed by WCBC is unworkable and will not have the impact intended and will fail to secure the delivery of new homes.

The mechanism and process proposed by WCBC is so uncertain that no developer will be prepared to commence development because it will have no way of knowing what its costs and ultimate outcome will be.

I recommend that Bridgemere rejects WCBC’s proposals.


Jonathan Masters
Commercial Director
Bridgemere UK plc

6th March 2014
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