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Hi Steve,
As a starting point for further discussion of the viability position we thought it would be useful to set
out for you a simple comparison of our position with yours, along with an estimate based on your
figures of what your result means in terms of how much affordable housing your appraisal implies as
being the maximum reasonable.
The comparison summary is attached.
The biggest areas of difference between us are :

· The market value of the private sale properties
· The benchmark land value
· The build cost.

Other differences include
· Car parking revenue
· Ground rents
· Café revenue
· On costs on acquisition
· Sales and marketing costs
· Third party costs
· Finance cost

Our deficit, in terms of the amount by which the margin falls short of the benchmark margin, amounts
to just over £15m for a scheme with no affordable housing.
Your estimate of a policy compliant scheme is in deficit by just over £5m. We assume you accept that
a policy compliant scheme is therefore not possible.
We have estimated using your figures how much affordable housing would be possible and still
achieve the benchmark margin.
We calculate this as 6 affordable units (just under 3%).
To put our differences into context then, resolving any one of the big areas of difference between us
would mean that the scheme was not viable to provide any affordable housing.
We propose therefore to provide you, in due course, with a comprehensive response on BPS’s
comments on the market value and benchmark land value.
In order to address the build cost, as Alisdair says, we will need to understand how you think our
QS’s report is wrong and what benchmarking or evidence you have for your estimate. We look
forward to hearing from you on that.
We also maintain our position as submitted on all of the remaining issues.
We look forward to hearing from you.
Kind regards
James Walker BSc(Hons) MRICS
Affordable Housing Director

Berkeley Partnership Homes Limited
Berkeley House | 19 Portsmouth Road | Cobham | Surrey | KT11 1JG 
Telephone. 01932 868555 | DDI. 01932 584522 | Mob 07919 166407
www.berkeleygroup.co.uk
Think before you print. Save energy and paper. Do you really need to print this email? 
Can you print it double sided? 
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and is intended for the addressee only. If you are not the intended recipient you are prohibited
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Vastern Road, Reading 
02/09/2020


Summary of Appraisal Inputs


Berkeley Submission RBC Appraisal
 Max Reasonable on RBC 


Figures 


Revenue Private Sale No. 209                                       147                                     203                                         


Area (NIA) 141,421                                141,421                             137,807                                  


Total Revenue 78,574,580                          61,090,000                        80,892,709                             


£psf 556                                                              587                                                           587                                                                  


Affordable Housing No. -                                        62                                       6                                              


Area -                                        -                                      3,614                                      


Total Revenue -                                        10,932,500                        1,057,854                               


£psf -                                        292.71                                                    292.71                                                           


Parking No. 37                                       37                                            


Total Revenue -                                        740,000                             740,000                                  


£ /space Included in price 20,000                                                    20,000                                                           


Café -                                        80,400                               80,400                                    


Ground Rents Included in price 731,500                             1,010,128                               


4,976                                                       4,976                                                              


Total GDV 78,574,580                    73,574,400                  83,781,091                      


Acquisition Costs Land Price 9,600,000                             6,500,000                          6,500,000                               


SDLT/VAT/Fees 768,000                                442,500                             520,000                                  


Other Acquisition Costs s106 & CIL 1,832,233                             1,626,754                          1,808,886                               


Third Party costs 500,000                                50,000                               50,000                                    


Construction Costs Residential build Total Cost 51,290,407                          46,810,351                        46,810,351                             


Av £psf (NIA) 362.68                                                        331.00                                                    331.00                                                           


Professional fees 3,077,424                             2,808,621                          2,808,621                               


6.0% 6.0% 6.0%


Pre-Planning fees 1,030,535                             1,030,535                          1,030,535                               


2.0% 2.0% 2.0%


Marketing & Sale Costs Marketing Total Cost 3,535,856                             1,832,700                          2,481,697                               


% of Private Sales 4.5% 3.0% 3.0%


Sales legals Total Cost 125,400                                125,400                             125,400                                  


£ per unit 600                                                              600                                                           600                                                                  


Finance Total Cost 6,397,246                             4,372,715                          5,048,345                               


Interest rate 7.0% 6.5% 6.5%


Total as % GDV 8.1% 5.9% 6.0%


Total Cost 78,157,101                    65,599,576                  67,183,835                      


Residual Profit Total 417,478                         7,974,824                    16,597,256                      
% GDV 0.53% 10.84% 19.81%


Benchmark Profit 20% of Private GDV 15,714,916                          12,528,380                        16,544,647                             


6% of Affordable GDV -                                        655,950                             63,471                                    


Total Benchmark 15,714,916                          13,184,330                        16,608,119                             


Benchmark % GDV 20.0% 17.92% 19.8%


Deficit (£) 15,297,438-                          5,209,506-                          10,863-                                    


Deficit (%GDV) -19.47% -7.08% -0.01%







from printing, copying or distributing it. If you have received this email in error, please notify the
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Registered Office: Berkeley House, 19 Portsmouth Road, Cobham, Surrey, KT111JG.
Registered in England and Wales Number 2027578

From: Alisdair Chant <Alisdair.Chant@berkeleygroup.co.uk> 
Sent: 02 September 2020 10:21
To: Hicks, Steve <Steve.Hicks@reading.gov.uk>; Caroline McHardy
<Caroline.McHardy@berkeleygroup.co.uk>
Cc: Markwell, Jonathan <Jonathan.Markwell@reading.gov.uk>; Arthur Boulding <arthur@bps-
surveyors.co.uk>; James Walker <James.Walker@berkeleygroup.co.uk>
Subject: RE: 55 Vastern Road ref 200188
Good morning Steve
I understand the team have been advised by Jonathan that he is now ready to hold a meeting to

review in detail the application. This is now scheduled for 10am on Monday 14th September. I
trust you have been invited to attend the meeting to allow viability to be discussed. If you
haven’t please can you advise if you are free and if not we would wish to discuss the viability

aspects of the application ahead of the 14th.
My colleague James Walker will send across to you a summary note and schedule this week
setting out where we are apart in terms of the inputs and where we are different what further
information or evidence we require from you to support your figures as some, for example the
build costs, we will need considerable more information from you if you do not agree with our
QS and the review of the QS appointed by BPS.
In the meantime we would be grateful if you could send across a copy of the full BPS report.
With kind regards
Alisdair
Alisdair Chant
Managing Director

Berkeley Partnership Homes Limited
Berkeley House, 19 Portsmouth Road, Cobham, Surrey KT11 1JG
Telephone number – direct dial – 01932 584 520
www.berkeleygroup.co.uk
Think before you print. Save energy and paper. Do you really need to print this email? 
Can you print it double sided? 

This email including attachments is confidential, may be covered by legal professional privilege
and is intended for the addressee only. If you are not the intended recipient you are prohibited
from printing, copying or distributing it. If you have received this email in error, please notify the
sender immediately by email, fax or by telephone and delete this
email from your system. Thank you.

Registered Office: Berkeley House, 19 Portsmouth Road, Cobham, Surrey, KT111JG.
Registered in England and Wales Number 02027578

From: Hicks, Steve <Steve.Hicks@reading.gov.uk> 
Sent: 06 August 2020 11:19
To: Alisdair Chant <Alisdair.Chant@berkeleygroup.co.uk>; Caroline McHardy
<Caroline.McHardy@berkeleygroup.co.uk>
Cc: Markwell, Jonathan <Jonathan.Markwell@reading.gov.uk>; Arthur Boulding <arthur@bps-
surveyors.co.uk>
Subject: [EXTERNAL] RE: 55 Vastern Road ref 200188
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Morning Alisdair

Apologies that I didn’t send this to you yesterday but please now find enclosed the detail and
supporting information on the end sales/GDV and the BLV together with our additional comments
on other inputs and assumptions below.

1.1 We consider marketing and Agent fees of 4.5% to be higher than we would expect. Berkeley
have included these to reflect the assumed high sales rate of 6 units per month. We have
reduced these to 3% which we consider to be more consistent with market norms, and have
similarly allowed for legal fees of £600 per unit. The combined planning and professional
fees are approximately 8% of the total build cost which we consider to be a reasonable
allowance.

1.2 CIL charges have been assumed at £1.626 million which Berkeley states has been calculated
based on current rates and have accounted for an offset from the existing floorspace. We
have been informed by the councils CIL officer that the liability for the scheme would be
£2,186,703.88 when accounting for the existing GIA and we have accordingly adopted this
figure in our appraisal.

1.3 S106 charges have been included at £205,754 which Berkeley suggest have been discussed with
the council. We have been advised by the Council that these are broadly reasonable and
have similarly adopted them in our appraisal.

1.4 Berkeley have made an allowance of £500,000 for third party costs. We find this sum to be
higher than we would reasonably expect for such a development and have reduced it to
£50,000. If further evidence is provided on these costs we would be willing to revisit our
position.

1.5 Finance has been included at 7% assuming that the scheme is 100% debt financed. We find this
to be slightly higher than we would expect.

1.6 Berkeley have adopted a construction period of 42 months which has a 6 month overlap with a
pre construction period of 9 months. Our cost consultant finds these timings to be
reasonable to allow for demolition and the phased nature of the site. The sales period
adopted by Berkeley is 18 months in length and commences 24 months into the
development with sales evenly spread over the development period. Overall we find these
sales timings to be reasonable on the basis that units will be sold and completed in phases.

Also please find enclosed a revised Argus appraisal to replace the previous issue. My apologies but
we hadn’t translated the build costs appropriately so have revised these on a net sales basis. Our
position remains as it was however and whilst this results in a lower profit on GDV with policy
compliant affordable housing it is still a return of 10.84%.

I look forward to your response in due course but if you have any questions or wish to discuss any
points further in the meantime then please don’t hesitate to contact me.

Kind regards

Steve

Steve Hicks MRICS
Property Estates & Valuation
Reading Borough Council
Tel: 0118 9372597
Mob: 07817 083317

From: Alisdair Chant <Alisdair.Chant@berkeleygroup.co.uk> 
Sent: 05 August 2020 09:11
To: Hicks, Steve <Steve.Hicks@reading.gov.uk>; Caroline McHardy
<Caroline.McHardy@berkeleygroup.co.uk>
Cc: Markwell, Jonathan <Jonathan.Markwell@reading.gov.uk>
Subject: RE: 55 Vastern Road ref 200188
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This is an EXTERNAL EMAIL. STOP. THINK before you CLICK links or OPEN
attachments.

Good morning Steve
Can we discuss this afternoon what time would you be free after 1.30 today?
Kind regards
Alisdair
Alisdair Chant
Managing Director

Berkeley Partnership Homes Limited
Berkeley House, 19 Portsmouth Road, Cobham, Surrey KT11 1JG
Telephone number – direct dial – 01932 584 520
www.berkeleygroup.co.uk
Think before you print. Save energy and paper. Do you really need to print this email? 
Can you print it double sided? 

This email including attachments is confidential, may be covered by legal professional privilege
and is intended for the addressee only. If you are not the intended recipient you are prohibited
from printing, copying or distributing it. If you have received this email in error, please notify the
sender immediately by email, fax or by telephone and delete this
email from your system. Thank you.
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From: Alisdair Chant 
Sent: 04 August 2020 18:04
To: 'Hicks, Steve' <Steve.Hicks@reading.gov.uk>; Caroline McHardy
<Caroline.McHardy@berkeleygroup.co.uk>
Cc: Markwell, Jonathan <Jonathan.Markwell@reading.gov.uk>
Subject: RE: 55 Vastern Road ref 200188
Good afternoon Steve
Clearly some radical views.
Could we have sight of the BPS report and may I suggest we arrange a call for tomorrow
afternoon to discuss the contents of your email and the timetable for you providing us the
comparable evidence to support your response in the level of detail we submitted to you and
BPS. We can then pass this on to the experts who were responsible for advising us to comment.
With kind regards
Alisdair
Alisdair Chant
Managing Director

Berkeley Partnership Homes Limited
Berkeley House, 19 Portsmouth Road, Cobham, Surrey KT11 1JG
Telephone number – direct dial – 01932 584 520
www.berkeleygroup.co.uk
Think before you print. Save energy and paper. Do you really need to print this email? 
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Can you print it double sided? 

This email including attachments is confidential, may be covered by legal professional privilege
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From: Hicks, Steve <Steve.Hicks@reading.gov.uk> 
Sent: 04 August 2020 17:24
To: Alisdair Chant <Alisdair.Chant@berkeleygroup.co.uk>; Caroline McHardy
<Caroline.McHardy@berkeleygroup.co.uk>
Cc: Markwell, Jonathan <Jonathan.Markwell@reading.gov.uk>
Subject: [EXTERNAL] FW: 55 Vastern Road ref 200188
Dear Caroline & Alisdair
Further to our previous emails and apologies for the delay in replying to you, I don’t propose to
set out the detail of your submission nor the Councils response in any great detail in this email
but instead to focus on the main points of contention that we can then discuss further as
necessary.
Please do note however the enclosed Argus appraisal which I separately asked BPS to run and
which I have annotated further in this email.
Introduction
BPS Chartered Surveyors and myself have assessed the viability appraisal submission on the
above site in which you set out a case for nil affordable housing based on the following key
elements:

A GDV of £78.584m based on private residential sales values averaging £555 psf
Delivery costs of £78,157m including £51.2m build costs
A benchmark land value EUV a B1 offices of £8m together with a 20% landowner

premium uplift
Profit out turn of 0.53% on GDV of £417k

The viability has been reviewed on the basis that you ae looking to deliver a scheme on a margin
return of 0.53% which means that you are anticipating significant value growth, cost reduction or
looking or bank or turn the site with the benefit of a planning consent.
Please note that BPS and myself have previously been or are currently involved in a number of
similar/town centre viability cases.
GDV
The commercial unit and residential ground rents seem to have been omitted from your GDV
calculation and we have added these back in, allowing for a suitably soft yield on the ground
rents to reflect current govt thinking, and this adds £812k of combined value back into the
appraisal
It has also been noted that of the 55 car parking spaces within the development 13 have been
included with the 1 bed units and 37 remain unallocated. If sold individually, this could add at
least circa £740-925k to the GDV due to the location.
The sale values provided and analysed are on a per block basis as is standard and a breakdown of
BPS sales estimates can be provided but for the moment the headline difference is your average
forecast of £555 psf sale rate and our assessment of £597 psf.
Delivery costs
The construction costs break back to an equivalent £362 psf in your appraisal which is
significantly higher than other town centre and high rise schemes I have been involved with.
Whilst you have provided a componentised cost plan and this is not disputed in principle by BPS
at this stage I cannot see how these costs can be justified, equating to a disportionately high
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ratio of 65% on value.
Using a figure of £250 psf which is more in line with what I would expect to see, greatly improves
the position, as do the other cost reductions referred to below.
The 3rd party costs of £500k have not been itemised of justified and I would anyway expect
them to come off the land price as an assembly cost.
Agents fees of 4.5% are high and 2-3% is a more competatve basis.
With Berkleys ability to borrow competitively in the market or part equity fund the development
a 7% financing cost is high.
Benchmark land Value
Whilst the value assumption by Romans are not unreasonable, the cost of £400k of the proposed
subdivision into 5-10,000 units is light. Considering the age of the property and the fact that SSE
have wound down their occupation over a length of time it is highly likely that additional non
cosmetic Landlord cap ex work will be required eg M&E so we have include a figure of £1.4m to
allow for these additional works.
As the proposal is to subdivide the property into multi lets I would argue that this in not an EUV
in the strict sense as the intention is to spend capital to deliver a different B1 product. It could be
argued that this is an AUV assumption and as such should not attract a landowner premium.
Making these adjustments results in a revised BLV of £6.942m including costs as opposed to your
original figure of £10.368m
Residual output
Rerunning your Argus appraisal with the above adjustments and allowing for 30% affordable
housing on site with a blended rate results in a revised profit of £21m equating to 28% return on
GDV which shows that the development can more than readily provide policy compliant
affordable housing on site and still give Berkely a significant above benchmark developer return.
Running a higher build cost at your submitted level reduces the profit level to 3.66% on GDV but
still allows for policy compliant affordable housing. Considering your submission to deliver the
scheme at 0.53% on GDV this is still a marked improvement in terms of developer margin as well
as delivering policy compliance.
I look forward to your acceptance of this revised position but if you have any comments or
questions at all then please don’t hesitate to contact me.
Kind regards
Steve
Steve Hicks MRICS
Property Estates & Valuation
Reading Borough Council
Tel: 0118 9372597
Mob: 07817 083317
 
The information in this e-mail is confidential to the intended recipient 
to whom it has been addressed and may be covered by legal professional 
privilege and protected by law. Reading Borough Council does not accept 
responsibility for any unauthorised amendment made to the contents of this 
e-mail following its dispatch. If received in error, you must not retain 
the message or disclose its contents to anyone. Please notify us 
immediately quoting the name of the sender and the addressee and then 
delete the e-mail.  Reading Borough Council has scanned for viruses. 
However, it is your responsibility to scan the e-mail and attachments (if 
any) for viruses. Reading Borough Council also operates to the Protective 
Document Marking Standard as defined for the Public Sector. Recipients 
should ensure protectively marked emails and documents are handled in 
accordance with this standard (Re: Cabinet Office - Government Security 
Classification).
 

Click here to report this email as spam.

https://www.mailcontrol.com/sr/gxTn1IhmCXXGX2PQPOmvUl5UhyzwdtGxTVAQx0zl4ovXekkBjHoEe5iCymL3FrQmqLWfQqt3Yk-iyla_1rT5xQ==


 
The information in this e-mail is confidential to the intended recipient 
to whom it has been addressed and may be covered by legal professional 
privilege and protected by law. Reading Borough Council does not accept 
responsibility for any unauthorised amendment made to the contents of this 
e-mail following its dispatch. 
 
If received in error, you must not retain the message or disclose its 
contents to anyone. Please notify us immediately quoting the name of the 
sender and the addressee and then delete the e-mail.
 
Reading Borough Council has scanned for viruses. However, it is your 
responsibility to scan the e-mail and attachments (if any) for viruses. 
Reading Borough Council also operates to the Protective Document Marking 
Standard as defined for the Public Sector. Recipients should ensure 
protectively marked emails and documents are handled in accordance with 
this standard (Re: Cabinet Office - Government Security Classifications).
 



Vastern Road, Reading 
02/09/2020

Summary of Appraisal Inputs

Berkeley Submission RBC Appraisal
 Max Reasonable on RBC 

Figures 

Revenue Private Sale No. 209                                       147                                     203                                         

Area (NIA) 141,421                                141,421                             137,807                                  

Total Revenue 78,574,580                          61,090,000                        80,892,709                             

£psf 556                                                              587                                                           587                                                                  

Affordable Housing No. -                                        62                                       6                                              

Area -                                        -                                      3,614                                      

Total Revenue -                                        10,932,500                        1,057,854                               

£psf -                                        292.71                                                    292.71                                                           

Parking No. 37                                       37                                            

Total Revenue -                                        740,000                             740,000                                  

£ /space Included in price 20,000                                                    20,000                                                           

Café -                                        80,400                               80,400                                    

Ground Rents Included in price 731,500                             1,010,128                               

4,976                                                       4,976                                                              

Total GDV 78,574,580                    73,574,400                  83,781,091                      

Acquisition Costs Land Price 9,600,000                             6,500,000                          6,500,000                               

SDLT/VAT/Fees 768,000                                442,500                             520,000                                  

Other Acquisition Costs s106 & CIL 1,832,233                             1,626,754                          1,808,886                               

Third Party costs 500,000                                50,000                               50,000                                    

Construction Costs Residential build Total Cost 51,290,407                          46,810,351                        46,810,351                             

Av £psf (NIA) 362.68                                                        331.00                                                    331.00                                                           

Professional fees 3,077,424                             2,808,621                          2,808,621                               

6.0% 6.0% 6.0%

Pre-Planning fees 1,030,535                             1,030,535                          1,030,535                               

2.0% 2.0% 2.0%

Marketing & Sale Costs Marketing Total Cost 3,535,856                             1,832,700                          2,481,697                               

% of Private Sales 4.5% 3.0% 3.0%

Sales legals Total Cost 125,400                                125,400                             125,400                                  

£ per unit 600                                                              600                                                           600                                                                  

Finance Total Cost 6,397,246                             4,372,715                          5,048,345                               

Interest rate 7.0% 6.5% 6.5%

Total as % GDV 8.1% 5.9% 6.0%

Total Cost 78,157,101                    65,599,576                  67,183,835                      

Residual Profit Total 417,478                         7,974,824                    16,597,256                      
% GDV 0.53% 10.84% 19.81%

Benchmark Profit 20% of Private GDV 15,714,916                          12,528,380                        16,544,647                             

6% of Affordable GDV -                                        655,950                             63,471                                    

Total Benchmark 15,714,916                          13,184,330                        16,608,119                             

Benchmark % GDV 20.0% 17.92% 19.8%

Deficit (£) 15,297,438-                          5,209,506-                          10,863-                                    

Deficit (%GDV) -19.47% -7.08% -0.01%


