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1. INTRODUCTION 

Client Instruction 

1.1 Iceni Projects have been instructed by Weston Homes Plc (Weston Homes) and 

Columbia Threadneedle B/O Sackville UK Property Select II (GP) No3 Limited, 

Sackville UK Property Select II Nominee (3) Limited (as trustees for the 

Threadneedle UK Property Select II Sub Partnership No 3 LP) (Columbia 

Threadneedle), (the Applicant), to produce a Planning Viability Report and various 

scenario appraisals setting out the viability case for the Proposed Development 

which forms the current hybrid planning application to Norwich City Council, (NCC), 

for redevelopment at Anglia Square, Norwich, (the Site), lodged on 2nd March 2018, 

(NCC Ref 18/00330/F).. 

1.2 Following submission of the application, and the statutory consultation exercise, the 

Applicant has worked closely with NCC to review the consultation responses and to 

amend the scheme where considered appropriate. As a result, a number of changes 

to the originally submitted scheme are now proposed, which are described in the 

revised documents including the Design and Access Statement Addendum. The 

application continues to seek consent for up to 1,250 dwellings, although the detailed 

and illustrative drawings now show 1,209 rather than the previous 1,234 dwellings. 

These changes comprise the Amended Scheme, submitted in September 2018, and 

it is this version of the scheme, with 1,209 dwellings, that has been appraised. 

1.3 Following the submission of the original application in March 2018, the National 

Planning Policy Framework (2012), was replaced in July 2018, (NPPF 2018). This 

has been taken into account in the preparation of this report. 

Purpose of this Appraisal   

1.4 Planning Viability appraisals are usually required to determine the ability of 

development to support contributions to social, economic and environmental 

infrastructure.  This includes affordable housing, transport and education among 

other things.   

1.5 The purpose of this Viability Report is to set out the factors affecting the viability of 

the proposed mixed use, residential, retail and leisure redevelopment proposals for 

Anglia Square forming the Development, (Amended Scheme).  
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1.6 This report and accompanying appraisals are to present the case for the quantum of 

affordable housing proposed in the planning application for the Amended Scheme, 

to assist planning discussions with Norwich City Council, the Local Planning 

Authority during the determination process.  It is not a Royal Institution of Chartered 

Surveyors (RICS) Valuation Manual (Red Book) compliant valuation report and the 

figures referred to in this report, are not formal valuations.   However, we have 

provided detailed justification for the indicative values and/or component inputs that 

have been used.   

1.7 This appraisal may not be used for funding, lending or borrowing purposes. 

Confidentiality 

1.8 This viability report is provided to Weston Homes and Columba Threadneedle on the 

understanding that it will be released to Norwich City Council and their advisers, in 

support of the Site’s planning application, and that on this basis it will be placed in 

the public domain. 

1.9 The outputs will be disclosed under the provisions of the Town and Country Act 1990 

(as amended) as part of the statutory consultation on the Amended Scheme 

application, and may be disclosed under the Freedom of Information Act, 2000 or 

under the Environmental Information Regulations, 2004. However the appraisal 

models themselves contain commercially sensitive information, disclosure of which 

would be prejudicial to Weston Homes and Columbia Threadneedle and therefore 

certain information has been aggregated to protect those commercial interests.  In 

releasing the report and models to Weston Homes and Columbia Threadneedle or 

Norwich City Council, the Local Planning Authority and their advisers, it is requested 

that the viability model itself be treated in confidence. This is because, in as much 

as it is not formed by either a proprietary software package or publicly available 

viability template, as proprietary commercial information, the release of which would 

be commercially prejudicial to the creators of the model. Its creators thus resist 

disclosure of the model under the Freedom of Information Act 2000 or under the 

Environmental Information Regulations, 2004.   

1.10 While a copy of this report is provided to Norwich City Council, Iceni and the Author 

of this report do not offer Norwich City Council, their advisors and/or any third parties 

a professional duty of care. 

1.11 This report may not be used for any other purposed than that stated. 

1.12 The Date of the Appraisal is the date of this report, unless otherwise stated.  
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Information Provided 

1.13 We have been provided with and relied on, the planning documents relating to the 

Amended Scheme application that are available on the application website 

www.angliasquarestatutoryconsultation.co.uk. 
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2. DEVELOPMENT CONTEXT 

2.1 The regeneration of Anglia Square has been sought by a number of previous owners 

and by the City Council for a considerable period of time.  To date the lack of viability 

and the commercial risk involved, has stopped the private sector bringing the 

regeneration of the site forward.   

2.2 The Anglia Square shopping centre, Sovereign House and Gildengate House, have 

escalating maintenance costs and parts which are no longer able to be beneficially 

occupied.  The unoccupied and underused elements blight the surrounding area and 

will be undermining investment in the locality, especially Magdalen Street.  The 

current configuration of available commercial space is not well suited to modern 

occupier requirements.  The changes to retailing in the UK means that the security 

of income available from tenants has become increasingly uncertain and does not 

justify the capital sums required to regenerate the shopping centre in its own right. 

2.3 The usual profile of centres which are unable to attract new occupiers who can 

sustain the occupational, maintenance and management costs of the buildings, let 

alone generate a return for the owner’s capital through rent, is continued physical 

decline.  

2.4 As increasing levels of vacancy occur in the centre, which in turn reduces footfall, 

the spiral of decline will accelerate; this, in due course, often attracts anti-social 

behaviour.  Sovereign House, formerly occupied by HMSO, is no longer appropriate 

for Government occupation or attractive to other office occupiers; this in turn 

dominates and blights the location, reducing investment potential in the existing 

fabric of the centre and adjoining land.   Gildengate House, whilst mostly occupied 

with a ‘meanwhile use’, is not generating significant enough income to underwrite 

investment.  

2.5 As rental income declines, the centre is becoming increasingly difficult to manage.  

Anglia Square is at risk of further decline, in spite of the current owner employing 

active management to slow the impact of retail changes and mitigate risk to users.   

2.6 The planning policy for the Site sets an aspiration to maintain active retail uses 

(specifically seeking to retain 60% of frontage in A1 retail use) that support Magdalen 

Street and deliver the local shopping needs of the surrounding community. Such a 

high level of A1 frontage is increasingly difficult to achieve given the structural 
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changes in retailing, which have enhanced the role and importance of a diversity of 

retail and non-retail uses.  

2.7 The changes to retailing since the advent of internet retailing have been vastly 

accelerated by multi-channel forms of shopping (e.g. mobile phone, tablet) since 

2007, which has irreversibly changed the way in which people shop.  With multiple 

large retail organisations unable to maintain their existing physical spaces and 

having to close stores, few occupiers are able to commit to paying long term rents 

that can support major capital expenditure, even where they are currently paying 

rent in a location. Most retailers will not now enter leases that commit them to paying 

rent in excess of 5 years term certain.  The result is that it is not possible to take on 

the high cost of construction where the certainty of future income cannot be 

guaranteed in order to pay back the costs of that initial investment, rendering 

shopping centre redevelopment as a standalone use impossible without subsidy or 

cross funding from other uses.  

2.8 As with other regeneration schemes, in order to halt the risk of further decline and 

deliver a more economically sustainable solution, a collaborative approach between 

the private and public sectors is required, which has been exemplified by the two 

year pre-application discussions that were held between the developer, the land 

owner and the Council in relation to Anglia Square, prior to the submission of the 

planning application for the Proposed Development in March 2018. 

2.9 It would be usual for a site to be acquired from a land owner for a development to 

take place. This initial cost, which has to be carried through the life of the project is 

a significant cost to any development.  In this instance the land owner, Columbia 

Threadneedle holds Anglia Square in a fund which it is able to actively manage the 

asset with sufficient flexibility to allow redevelopment.  The fund is however tasked 

with investing in property that generates secure returns for its institutional portfolio 

investors, including pension providers, who in turn require certainty of returns in 

order to meet their own liabilities to their investors, some of which are fixed, including 

pensioners.  The land owner as joint Applicant is able to use its interest flexibly, 

within the legal obligations it has to its institutional investors regarding risk.  As the 

various scenario appraisals demonstrate, a land cost is not allowed for at the outset 

of the Development; this helps increase the viability of the Development, by reducing 

its cost.   

2.10 The owner of the Site is also forfeiting rental income during the construction process 

and subsequently until the units are let and any tenant incentives are paid for, which 

is a significant risk to its remit to maintain returns for investors.  The Site owner is 

prepared to bear these risks in order to secure an asset that has long term income 
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generation potential that is currently not achievable from the existing configuration 

of Anglia Square.  In order to create the long-term income, Columbia Threadneedle 

will take on the marketing, leasing, maintenance and rating risk of the majority of the 

ground floor and other commercial spaces in the new scheme, which is also a 

significant risk.  The hotel and Weston Homes’ commercial spaces are discussed 

below. In summary the land owner is an institutional long-term investor that has the 

will and capacity to take on the different risks involved in bringing a project of this 

type forward.  Few funds are able to use their landholdings as flexibly as is being 

proposed, or take on the associated risk.   

2.11 While the principal planning policy relating to Anglia Square references its position 

in the retail hierarchy, the Proposed Development is a housing led scheme.  The 

quantum of housing proposed is a critical factor in enabling the regeneration to 

progress. As a consequence, the housing policy for the Council is a critical factor in 

decision making related to the scheme, as are policies which constrain the massing 

and footprint of buildings, which restricts the floorspace of homes that can be 

delivered.     

2.12 Norwich Local Plan Joint Core Strategy (JCS) policy 4 seeks 33% of new dwellings 

to be affordable homes, 85% of which are to be socially rented and 15% are to be in 

intermediate ownership, subject to, inter alia, viability given prevailing market 

conditions. In addition, Vacant Building Credit, (VBC), can reduce the percentage of 

units needed for policy compliance.  The scheme is not able to sustain the policy 4 

position on affordable housing as set out in section 6 below and the planning 

application is being progressed by the Applicant on the basis of 120 affordable 

homes, of which 85% are social rented and 15% are intermediate ownership, which 

in aggregate, represents a significant loss of revenue, (in the region of £11.8 million) 

to the scheme, exacerbating viability challenges.  

2.13 Weston Homes PLC are a rapidly growing house builder operating throughout the 

Southeast, London and in the East of England that specialises in urban brownfield 

sites.  As such it is seeking sites that can deliver consistent numbers of homes to 

meet an aspiration to build up to 4,500 homes each year.  Through its track record 

to date of delivering development of the type proposed in Anglia Square, it has 

secured the ability to borrow significant capital for development and as an urban 

brownfield developer is seeking sites on which to deliver development that match its 

specialist skill set.   As a brownfield developer it has the expertise and appetite to 

take on the challenge of Anglia Square. 

2.14 Delivering new homes in Norwich is challenging due to the relatively high 

construction costs and relatively low capital values.  This creates viability challenges 
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that not only inhibit residential development generally but also undermine policy 

aspirations regarding affordable housing delivery as part of the planning obligations 

on market housing.  These challenges are articulated in the Council’s Affordable 

Housing Supplementary Planning Document, (SPD), published in 2015.  Compiled 

from Land Registry data, the chart at Appendix 1 demonstrates that the average 

values in Norwich have not maintained the same trajectory of house prices in 

England or the East of England, which underlies the issue.  

2.15 It is worth noting that the introduction of the Community Infrastructure Levy (CIL), a 

locally determined tax on development, in 2013 in Norwich coincided with the point 

in time where house prices in Norwich started to diverge from house prices in the 

rest of the East of England and England generally.  Complex regeneration schemes 

such as Anglia Square tend to require special consideration due to the abnormal 

development costs and unique risk that such schemes represent.  

2.16 Weston Homes are now a scale of developer that is able to procure construction 

materials at volumes that enable suppliers to minimise prices.  Weston Homes also 

supports a large number of directly employed staff that enables them to manage 

development directly.  This combination is such that the ability to deliver 

development in Norwich is less challenging than it would be for other developers.  

2.17 Weston Homes are an East of England based developer committed to the local 

market, with the skills and desire to progress the scale of project required to deliver 

Anglia Square, but also with the financial and commercial capacity to sustain the 

development risk.   

2.18 Columbia Threadneedle are an active asset manager who have the capacity to use 

their assets flexibly. They are willing and able to take on the shorter-term risk in order 

to create the potential of a long-term sustainable income through asset management 

of the majority of the commercial, retail and leisure uses that will create ground floor 

vitality and viability to the scheme.   

2.19 The ground floor vitality will support and sustain the wider commercial, retail and 

services in Magdalen Street and create an economically sustainable environment for 

the local community and will meet policy aspirations.  

2.20 Given the constraints on development and the need to meet housing and wider policy 

requirements, the scheme requires subsidy.  This has been sought from the Homes 

England’s Housing Infrastructure Fund, (HIF), and the effect of the receipt or 

absence of that grant has been modelled in the accompanying appraisals.  
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2.21 In spite of the proposed HIF grant, the scheme still faces viability challenges, given 

the complexity of issues set out above.  In this context it is anticipated that additional 

support will be required from NCC and this will be sought as an exemption from CIL 

on the development.  The effect of that exemption, compared to CIL liability is set 

out in the accompanying appraisals, e.g. the Submission Scheme Appraisal – full 

HIF, No CIL at Appendix 2.   
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3. SITE 

Site Description and Location 

3.1 The Site lies in the northern part of the city centre, north of the River Wensum, 

adjoining the inner ring road formed by St Crispin’s Road, the A147.  To the north 

and west of the Site, the predominant land use is residential, with mixed uses south 

of the Site towards the city centre and retail and mixed uses immediately to the east, 

beyond which the predominant land use is residential. 

3.2 The Site contains three elements totalling approximately 4.51 hectares (11.15 

acres). The main part of the Site which extends to approximately 4.11 hectares, 

(10.16 acres), is bounded by Edward Street to the north, Pitt Street and New Botolph 

Street to the west, St Crispin’s Road to the south and properties fronting Magdalen 

Street to the east.  The main Site is currently occupied by the Anglia Square 

Shopping Centre, Sovereign House, Gildengate House, retail and other mixed use 

properties, including a chapel, fronting Pitt Street and surface level car parking.   

3.3 The main part of Site also contains Botolph Street and Cherry Lane and a service 

road for Anglia Square called Upper Green Lane.  The main Site will contain the 

Proposed Development Blocks A, D, E, F, G, H and J (there is no Block I).   

3.4 The Site also contains two smaller parcels of land, to the north of and separated from 

the main Site. The western of the two smaller sites fronts New Botolph Street and 

Edward Street.  The eastern of the two sites lies north of Edward Street, to the west 

of its junction with Beckham Place. The smaller western site of 0.27 hectares (0.68 

acres) contains Block B and the eastern Site of 0.13 hectare (0.32 acres) contains 

Block C, which is the replacement chapel.   

3.5 The Block B and C sites are both currently cleared flat areas used for car parking.   

3.6 The Site is within the Norwich City Centre Conservation Area.   

3.7 The Site is not located in a flood risk zone for tidal or river flows, but it is crossed by 

a surface water flood route.  

3.8 The Site plan is attached at Appendix 3. 
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Communications 

3.9 Rail:  The Site is 0.7 miles north of Norwich mainline railway station as the crow flies; 

1.8 miles by road, and 1.2 miles by pedestrian route.  Norwich is served by Greater 

Anglia Railways; direct train services to London Liverpool Street are approximately 

1 hour and 55 minutes.  

3.10 Road: Norwich as the regional city for Norfolk is the road hub for the surrounding 

hinterland.  The Site lies to the north of and adjoins, the A147 which forms an inner 

ring road for the city giving access to main east-west road the A47, which links to the 

ports of Great Yarmouth, recently redeveloped, and Kings Lynn Docks, and the A11 

which becomes the M11 south of Cambridge, joining the M25 at Epping.  Proposals 

for a ferry service from Great Yarmouth to the Netherlands are under consideration.   

3.11 Bus: Multiple bus routes serving the city centre run along Magdalen Street, from the 

suburbs and hinterland.  A direct bus service from the heart of the city centre, 0.2 

miles from Anglia Square, gives access to Norwich International Airport with a 

journey time of 32 minutes.  

3.12 Air: Norwich International Airport serves a number of continental European routes, 

including Bulgaria, Cyprus, Germany, France, Gran Canaria, Iceland, Netherlands, 

Norway, Spain, Russia and Turkey as well as well as a number of UK regional 

airports.  

Local Amenities 

3.13 Local facilities are measured by direct distance or road distance as specified. 

3.14 Shopping: The existing Site forms the principal element of a Large District Centre, 

and contains a range of convenience retailing, services, and some limited 

comparison shopping and leisure in the form of Hollywood Cinema.  The unit 

configuration and sizes are less suited to current retail and leisure operator 

requirements and the existing scheme has declined as shopping habits have altered 

to the point where income is unable to sustain necessary investment in the fabric of 

the centre.  

3.15 The primary city centre shopping is 500m to the south, to the west and south of 

Norwich Castle.  Two shopping malls, Intu Chapelfield and Castle Mall are located 

in the city centre.  Intu Chapelfield contains a range of high street outlets including 

Apple and H&M and is anchored by House of Fraser.  Castle Mall offers a range of 

comparison and convenience shopping and is anchored by Boots, TK Maxx and New 
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Look and also includes a Vue cinema which supports a food and beverage offer.  

The city centre also includes a John Lewis department store, Primark, Marks and 

Spencer as well as a range of comparison goods and fashion shops.   

3.16 A further retail and leisure area, Riverside Retail Park, is close to Norwich railway 

station, 1.2 miles from the Site, which includes a retail warehouse based offer from 

high street names, such as H&M and Boots, as well as Matalan.  Morrisons 

supermarket is the main convenience offer in the park.  Riverside Retail Park also 

includes a 14 screen and Imax Odeon cinema offer, trampoline, bowling and gym 

offer.  

3.17 The proposed scheme for Anglia Square will improve the shopping and leisure offer 

on the Site, serving the north Norwich area and providing a complementary offer to 

the city centre. 

3.18 Theatres: Norwich has number of theatres within 0.6 miles of the Site, including The 

Norwich Theatre Royal which has 1,300 seats.  

3.19 Health:  Norwich University Hospital, close to The University of East Anglia is 1.2 

miles to the west of the site at Colney, close to the A47.   

3.20 Schools: There are multiple primary, secondary schools, colleges and academies in 

the area, both State and Independent. The primary school closest to the site is 

Magdalen Gates primary school, 300m to the north of the site.   Access Creative 

College is north of Edward Street adjoining the site, offering degree courses in 

conjunction with Nottingham Trent University.  The Norwich University of Arts is 

500m to the South of the Site. The University of East Anglia is 1.2 miles to the west 

of the Site.  

3.21 Leisure. There are number of gyms within 500m.  Larger leisure facilities are located 

at Riverside Retail Park. The home ground of Norwich City Football Club, currently 

competing in the English Football League Championship League, is located near the 

station, 1.2 miles south east of the Site. 

3.22 A park with a children’s playground lies west the Site on Gildencroft and other play 

areas are located within walking distance.  Amenity and open space alongside the 

River Wensum is accessed 500m to the west of the Site.  There is additional open 

space at Waterloo Park 500m to the north of the site, whilst. 500m to the north east 

of the Site is Mousehold Heath, comprising 74 hectares (184 acres) of publicly 

accessible heathland and woodland.   
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Proposed Development 

3.23 The full description of the Development is set out in the Planning Application Forms 

‘Revised Forms for Amended Scheme’, and it is explained in the Design and Access 

Statement and DAS Addendum, accompanying the application.   

3.24 Details of the proposals are as set out in the planning application documents noted 

above, but are, in summary, to demolish the existing buildings on Site with the 

exception of Gildengate House and the existing retail below and to construct new 

retail, cinema and hotel accommodation which meet operator requirements, with 

residential and a multi storey car park above, in a new city centre living environment 

with pedestrianized public streets and squares, that responds to the Site’s location 

and adjoining and surrounding uses.   

3.25 The Proposed Development seeks to comprehensively redevelop the existing Site 

to provide a new mixed use scheme to enhance the Large District Centre, including 

up to 11,000 sqm GEA flexible retail/ services/ food and drink/ office/ non-residential 

institution and other floorspace, a replacement cinema, a replacement multi-storey 

car park, a new purpose-built facility for Surrey Chapel, up to 1,250 new residential 

dwellings and a hotel. 

3.26 The Proposed Development will be a complex and multifaceted project. It has been 

planned comprehensively, but out of practical and commercial necessity, and to 

ensure that as far as practicable the shopping centre remains operational at all times 

during the construction process, it will be brought forward in a number of phases.  As 

such, this application is submitted as a hybrid planning application, with Phase 1, 

relating to Block A on the northern part of the Site (to ensure that the rest of the 

shopping centre remains operational at all times during the construction of Phase 1), 

and the residential tower (which is part of Phase 2), submitted in detail, with the 

remainder (Phases 2 to 4) submitted in outline. The general form and layout of the 

latter phases is established by a number of development parameters set out on the 

accompanying Parameter Plans, which form part of the planning application. 

3.27 This Viability Report tests the currently envisaged content of development which 

forms the Amended Scheme application. 

Table 3.1 Appraised “Amended Scheme” Content 

 Number of Units Gross internal area Gross internal Area 

  Sq m Sq ft 

Residential 1209   75,788     815,780  

Car Parking 1,540    52,573 *     565,889 * 
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Retail Core    8,855       95,315  

Retail Other        925    9,957  

Cinema 1    1,548     16,663  

Hotel 1    8,977   96,628  

Loading Bay 2 2,315   24,919  

Totals     150,981      1,625,151  

*excludes surface parking for 14 spaces in Block B 

Residential Content 

3.28 In detail the proposed residential mix that has been appraised is as follows: 

Table 3.2 Residential Unit Numbers  

Residential Unit Numbers    

 1 Bed 2 bed 3 Bed Totals 

Social Rented             93                       -                        9  
                  

102  

Intermediate 
Ownership             18                       -                       -    

                    
18  

Market            526                     563                     -    
               

1,089  

Totals           637                    563                      9  
               

1,209  

3.29 This is assessed as the following Gross Internal Areas: 

Table 3.3 Residential GIA 

Residential Gross Internal Areas    

  1  Bed 2 Bed 3 Bed Totals 

Social Rented 
Sq 
m 

                
6,486                   1,313            7,799  

 

Sq 
ft 

              
69,810                    -                  14,138          83,948  

Intermediate 
Ownership 

Sq 
m 

                
1,244              1,244  

 

Sq 
ft 

              
13,394                    -             13,394  

 

Sq 
m 

              
37,694              57,247           94,941  

Market 
Sq 
ft 

            
405,735            616,199      1,021,934  

Totals 
Sq 
m 

             
45,424             57,247                 1,313  103,984 

 

Sq 
ft 

          
488,939          616,199              14,138     1,119,276  

 

3.30 Allowing for internal circulation space and ground floor cores and entrances results 

in the net internal areas as below.  In residential terms these are similar to the Net 

Sales Areas:  
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Table 3.4 Residential NIA 

Residential Net Internal Areas    

  1  Bed 2 Bed 3 Bed Totals 

Social Rented 
Sq 
m 

                
4,855                   1,313            6,169  

 

Sq 
ft 

              
52,262                 14,138          66,400  

Intermediate 
Ownership 

Sq 
m 

                   
930                 930  

 

Sq 
ft 

              
10,014            10,014  

 

Sq 
m 

              
27,131              41,558           68,689  

Market 
Sq 
ft 

            
292,036            447,330         739,366  

Totals 
Sq 
m 

             
32,917             41,558                 1,313  75,788 

 

Sq 
ft 

          
354,312          447,330              14,138        815,780  

3.31 The average unit sizes are as follows: 

Table 3.5 Average unit Sizes: 

Residential Average Unit Sizes   

  1  Bed 2 Bed 3 Bed 

Social Rented 
Sq 
m 52.2  145.9 

 

Sq 
ft 562  1,571 

Intermediate 
Ownership 

Sq 
m 51.7   

 

Sq 
ft 556   

 

Sq 
m 51.6 73.8  

Market 
Sq 
ft 555 795  

Average sizes 
Sq 
m 51.8 73.8 145.9 

 

Sq 
ft 558 795 1,571 

   

3.32 Full details of the scheme are set out in the Environmental Statement, 

Supplementary Environmental Information, Design and Access Statement and DAS 

Addendum accompanying the planning application. 
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4. METHODOLOGY 

4.1 This section considers the Approach to Viability and the basis of assessing the key 

inputs of Viability Threshold, Benchmark Land Value, Developer Risk Profit, Build 

Costs and Policy Obligations. Subsequent sections set out the detailed assumptions.  

Approach to Viability 

4.2 The updated Planning Practice Guidance on viability sits alongside the revised 

National Planning Policy Framework (NPPF 2018), both of which were published on 

24 July 2018. 

4.3 The NPPF 2018 is to be used for all planning decisions taken from that date. For 

plans in the plan-making process, those submitted on or before 24 January 2019 will 

be examined against the original National Planning Policy Framework (NPPF 2012) 

and the previous guidance. 

4.4 The NPPF 2018 does not talk about the approach to be taken to viability. Paragraph 

173, which was the central provision of the NPPF 2012 in respect of viability (and 

talked about the costs of development and competitive returns etc), has been 

removed.  

4.5 Instead, developers need to look to the national Planning Practice Guidance (PPG) 

2018 and the specific updated viability guidance to understand the approach to 

viability in plan making and decision-taking.  

4.6 In considering the methodology for this appraisal the following national, regional and 

professional guidance has been taken into account, including: 

• Version 4 of the HCA 2012 Development Appraisal Tool, User Manual.  

• Financial Viability in Planning – Royal Institution of Chartered Surveyors (GN 

94/2012) 

• The Community Infrastructure Levy Regulations 2010  

• Norwich Local Plan Policy 

Viability Threshold 

4.7 The Gross Development Value (GDV) of any development is determined by the 

market; it sets the limit within which all costs associated with delivery of the 

development must come in order for the development to be viable – the Viability 

Threshold.  Development costs include land costs, construction costs and planning 
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obligations and developer’s risk profit.  Where the Viability Threshold is the same as 

the GDV the scheme will progress.  The Viability Threshold for any scheme is 

identified in Figure 1.  

4.8 As Figure 2 shows, if the Benchmark Land Value is not achieved, or the developer 

cannot secure an appropriate return on risked capital, or if planning obligations are 

in excess of what the value of the scheme can bear, the development will not take 

place because the Viability Threshold is in excess of the Gross Development Value.   

Figure 1:  Viability Threshold  

 

Figure 2:  Unviable Development 

 

Viable Unviable

Planning Obligations

Developer Risk Profit

Development Cost

Land

Unviable (Land
Value)

Unviable (Planning
Obligations)

Unviable (Risk)

Risk profit Shortfall

Land Value Shortfall

Planning Obligations

Developers Risk Profit

Development Cost

Land

Benchmark Viability 

Viability Threshold / GDV 

Threshold/GDVThreshol

d/GDVThreshold/GDV 

Viability Threshold 

Benchmark Value 

GDV 
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4.9 In assessing whether a scheme will progress it is assumed that a developer will carry 

out proper and reasonable due diligence in respect of market demand, prices, 

construction costs and make a reasoned site assessment of factors that might affect 

delivery.  The developer would also make an allowance for any planning obligations 

required to secure a planning consent.  These factors will determine, along with 

market conditions, the risk that a developer would be prepared to take to purchase 

the land at a level that would be acceptable to the vendor, and to expend money and 

time promoting the development.  

Benchmark Land Value 

4.10 The Benchmark Land Value is the level at which the land would reasonably be sold 

for by a willing seller to support development.  It should reflect the reality of the 

market pricing of risk and offer an appropriate incentive for the owner to sell.  

4.11 There are a number of approaches set out in policy and professional advice, these 

include: 

• Existing Use Value plus an incentive margin (or Current Use plus an incentive 

margin) 

• Alternative Use Value 

• Market Value with Special Assumptions 

4.12 The RICS also defines Existing Use Value as: 

“The estimated amount for which a property should exchange on the valuation 

date between a willing buyer and a willing seller in an arm’s length transaction 

after proper marketing and where the parties had acted knowledgeably, prudently 

and without compulsion, assuming that the buyer is granted vacant possession 

of all parts of the asset required by the business, and disregarding potential 

alternative uses and any other characteristics of the asset that would cause its 

market value to differ from that needed to replace the remaining service potential 

at least cost.” 

4.13 The definition is used for accounting purposes.   

4.14 The incentive over existing use that a willing seller would then apply then needs to 

be considered. Any reasonably willing seller would determine the premium in the 

context of the development that would be delivered on the land and would look to a 

share in the profit that a developer bringing forward the development would make 

after taking off the cost of the development. 
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4.15 The revised Planning Practice Guidance 2018 states that in terms of land value for 

any viability assessment, the PPG makes it clear that a benchmark land value should 

be calculated based on the existing use value of the land, plus a premium for the 

landowner (EUV+). This was the approach taken by the High Court in the 

recent Parkhurst case. In terms of the premium, this ‘… should reflect the minimum 

price at which it is considered a rational landowner would be willing to sell their land’. 

4.16 The effect of the use of EUV+ for planning purposes is more akin to market value 

with a special assumption that some hope value reflective of the appropriate 

apportionment of risk is allowed for, where that Alternative Use requires planning 

consent.  Where the site benefits from an implementable planning consent the 

benefit of that consent can be reflected in the Benchmark Land Value.  

4.17 In plan making the guidance proposes that viability should assume a return of 15 to 

20 per cent of gross development value for the developer in appropriate 

circumstances.  The PPG recognises that a lower figure ‘may be more appropriate 

in consideration of delivery of affordable housing in circumstances where this 

guarantees an end sale at a known value and reduces the risk’. It also acknowledges 

that different figures may be appropriate for different development types. 

4.18 Whilst the Benchmark Land Value is to be assumed to be based on an EUV+  basis 

the guidance also allows for Alternative Use Value (AUV) as a basis for assessing 

Benchmark Value, which implies an alternative higher value use than the Existing 

Use Value.  The AUV use for benchmark land value approach assumes an 

implementable planning consent.   The Guidance confirms that where AUV is used, 

an additional premium is not applied to the AUV to reflect the potential incentive to a 

landowner.  

4.19 The Guidance seeks to ensure that the basis of either EUV or AUV is demonstrated 

through the use of comparable evidence, ignoring outlying comparables to ensure a 

value representative of the broad market is arrived at.  

4.20 Market Value is defined in the RICS Red Book RICS Valuation – Professional 

Standards, effective from 1st July 2017 as the:  

The estimated amount for which an asset or liability should exchange on the 

valuation date between a willing buyer and a willing seller in an arm’s length 

transaction, after proper marketing and where the parties had each acted 

knowledgeably, prudently and without compulsion.   
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4.21 Market Value assumes the highest and best use of an asset that maximises its 

productivity and that is possible, legally permissible and financially feasible.  The 

definition of Market Value specifically excludes special purchasers. It would therefore 

take into account potential hope value that the market would place on the land in 

respect of alternative uses, discounted to reflect risk.  That risk includes the 

application of planning policy in the context of any Alternative Use. 

4.22 The RICS Red Book 2017 (RICS Valuation Global Standards 2017 includes IVS 

General Standards which sets out at IVS 104 the Base of Valuation for the factors 

to be taken into account in assessing value.  

4.23 In summary therefore the PPG guidance on Benchmark Land Value is close to the 

RICS definition of Market Value but highlights the broad market approach and seeks 

to identify the specific hope value that is appropriately attributable to the land owner 

assessed against comparable evidence.   

4.24 The proposed scheme’s residual value, i.e. the value attributed to the land taking the 

costs of bringing the proposed development forward, appropriate mitigation costs 

identified and an appropriate return to a developer should be compared to the 

Benchmark Land Value to determine whether a scheme is viable to carry the 

planning obligations required over and above those required to mitigate the impact 

of the development in the context of the wider benefits the scheme delivers.    

4.25 The purpose of the viability assessment is to determine the ability of the scheme to 

support planning obligations based on the market’s ability to support those costs. As 

noted in section 2 above, no land value has been assumed in the appraisal but the 

creation of a long-term asset on completion of the development represents the return 

to the land owner, Columbia Threadneedle.   

4.26 It has been reported that Columbia Threadneedle acquired Anglia Square for £7.5 

million.  Additional land to take the regeneration forward was also acquired by 

Columbia Threadneedle.  Under Planning Policy Guidance 2018, the price paid for 

the land may not be used in the consideration of viability for planning purposes and 

therefore this is set aside for the purposes of this Report.           

4.27 The Benchmark Land Value for Anglia Square is determined by a number of factors: 

the existing retailing, leisure and other uses as well as assessing the planning 

consents in place or permitted development allowed for by legislation within the 

existing site boundary. 
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4.28 The site benefits from an extant and partially implemented planning consent for 

mixed use development of the site. The site also benefits from offices that have the 

potential for conversion under permitted development rights from offices (B1) to 

residential (C3) use.  

4.29 It would be usual to assess the residual value determined by the appraisal against 

the Benchmark Land Value.  In this instance the land value in the appraisal is at a 

nominal £1.  In that context should the Benchmark Land Value be in excess of £1 

the Development fails to achieve the necessary viability to enable it to sustain 

additional planning obligations.   

4.30 If the Gross Development Value of the commercial elements of the Amended 

Scheme were to be classified as the residual land value the developer’s return could 

not be met, as the return on those commercial elements is in part generated through 

not taking the acquisition costs of the site into account.  By way of example, a series 

of sensitivities have been run with variable Land Values assumed in order to assess 

the impact on developer return of an assessed Benchmark Land Value. This is as 

set out below in Tables 4.1 and 4.2 which both include assumed funding from HIF.  

Table 4.1  Impact of Land Value on Returns for Submission Scheme 

 
Land Value: Fixed Land Value  

Additional 
Land Cost 0  -2,000,000 -4,000,000 -6,000,000 -8,000,000 -10,000,000 -12,000,000 -14,000,000 -16,000,000 

Total Land 
Cost -1 -2,000,001 -4,000,001 -6,000,001 -8,000,001 -10,000,001 -12,000,001 -14,000,001 -16,000,001 

Return on 
GVD 12.121%  10.907%  9.624%  8.276%  6.872%  5.430%  3.970%  2.484%  0.936%  

Return on 
Costs 13.274%  11.788%  10.259%  8.697%  7.117%  5.540%  3.992%  2.461%  0.914%  

4.31 It should be noted that the effect on the Amended Scheme without CIL is as follows: 

Table 4.2 Impact of Land Value on returns for Amended Scheme without CIL  

 
Land Value: Fixed Land Value  

Additional 
Land Cost 0  -2,000,000 -4,000,000 -6,000,000 -8,000,000 -10,000,000 -12,000,000 -14,000,000 -16,000,000 

Total Land 
Cost -1 -2,000,001 -4,000,001 -6,000,001 -8,000,001 -10,000,001 -12,000,001 -14,000,001 -16,000,001 

Return on 
GDV  15.622%  14.577%  13.456%  12.246%  10.935%  9.574%  8.201%  6.785%  5.334%  

Return on 
Costs 17.789%  16.404%  14.954%  13.430%  11.822%  10.201%  8.611%  7.020%  5.438%  

4.32 As is shown above, the viability of the Amended Scheme cannot support the 

introduction of land cost and therefore, even were a low Benchmark Land Value 

assumed, for example based on the currently reduced income profile which has been 

managed in anticipation of redevelopment, the residual value would not exceed the 

Benchmark Land Value to support planning obligations for planning viability 

purposes.    
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5. POLICY ASSUMPTIONS 

5.1 National and local planning policy, as set out in the Environmental Statement, the 

Supplementary Environmental Information, the Design and Access Statement and 

DAS Addendum and Planning Statement accompanying the planning application, 

number 18/00330/F, has been taken into account in assessing the development 

parameters and thereby informs the appraisal.  In so far as policy has a specific 

impact on the viability, the following has been considered: 

National Planning Policy  

5.2 NPPF  2018 and the accompanying PPG 2018 seek to encourage sustainable 

development that is viable.  

5.3 Instead developers need to look to the updated Government Planning Practice 

Guidance on Viability which sits alongside the revised NPPF 2018, both of which 

were published on 24 July 2018.  

5.4 The specific updated viability guidance should be consulted to understand viability 

in plan making and decision-taking. The guidance sets out the following,   

• Where up-to-date policies have set out the contributions expected from 

development, planning applications that comply with them should be assumed to 

be viable. It is up to the Applicant to demonstrate whether circumstances justify 

a viability assessment at the application stage. 

• Where a viability assessment is submitted to accompany a planning application 

this should be based upon and refer back to the viability assessment that 

informed the plan; and the Applicant should provide evidence of what has 

changed since then. 

• Plans should set out circumstances where review mechanisms may be 

appropriate. Where contributions are reduced below the requirements set out in 

policies to provide flexibility in the early stages of a development, there should 

be a clear agreement of how policy compliance can be achieved over time. 

• In relation to the Land Value the PPG proposes a significant change in approach, 

with land price to be based on the existing use value plus a premium for the 

landowner. The latter is to ‘…reflect the minimum price at which it is considered 

a rational landowner would be willing to sell their land…[at an]…appropriate 
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premium to the landowner [which] can be established by looking at data from 

comparable sites of the same site type that have recently been granted planning 

consent in accordance with relevant policies.’ 

5.5 These policies are in place to provide clarity and speed up the decision-making 

process if developers are able to submit policy compliant schemes.  

Local Plan Policy 

5.6 The following policies have been taken into account, and are specifically applicable 

in respect of the proposed development: 

5.7 The Local Plan comprises the Joint Core Strategy (JCS) for Broadland, Norwich and 

South Norfolk (2011) (amended 2014), the Norwich Site Allocations and Site Specific 

Policies Local Plan (2014), and the Norwich Development Management Policies 

Local Plan (2014). These are supported by various supplementary documents, 

including: 

• Landscape and Trees Supplementary Planning Document (2016) 

• Heritage Interpretation Supplementary Planning Document (2015) 

• Open Space and Play Supplementary Planning Document (2015) 

• Affordable Housing Supplementary Planning Document (2015) 

• Main Town Centre Uses and Retail Frontages Supplementary Planning 

Document (2014) 

• Anglia Square Policy Guidance Note (2017) 

• Internal Space Standards Note (2015) 

• Accessible and Adaptable Dwellings Standards Note (2016) 

5.8 The Affordable Housing SPD, adopted March 2015, (AH SPD) supplements the Joint 

Core Strategy Policy 4 and the Norwich DMP Local Plan policy DM33.  The former 

policy confirms that Viability is a material consideration of the implementation of JCS 

policy 4.  The SPD outlines the prioritisation of planning obligations where viability 

cannot be met, setting out design requirements and the assessment of off-site 

contributions. 
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5.9 The AH SPD confirms that housing completions targets have not been achieved 

since 2008/09 and that sites are struggling to meet policy objectives of on-site 

provision or off-site contributions as a consequence of challenging viability.  

5.10 The SPD sets out the requirements of viability assessments and confirms that the 

AH SPD will be annually updated to accord with latest government policy and market 

conditions.  The AH SPD references the NPPF 2012 and the NPPG 2014 which are 

now superseded. 

5.11 In reviewing viability, the AH SPD confirms that: 

JCS policy 4 states, in addition to setting the levels of affordable housing 
provision, that ‘The proportion of affordable housing sought may be reduced and 
the balance of tenures amended where it can be demonstrated that site 
characteristics, including infrastructure provision, together with the requirement 
for affordable housing would render the site unviable in prevailing market 
conditions, taking account of the availability of public subsidy to support 
affordable housing’.  

5.12 Section 11 of the SPD references sensitivity testing that may be carried out. 

5.13 In consideration of the scheme, the effect of affordable housing on viability has been 

considered by assessing the effect of policy on the proposed scheme.  The 

calculation of the amount of affordable housing required by policy is set out in the 

table below: 

Table 5.1 Affordable housing calculation 

 GIA GIA  

Number of New 
Homes Notes 

      

 Sq m Sq ft %   

Policy Requirement   33.00%   

      

Proposed new Residential Floorspace 103,984 1,119,276    

Existing Floorspace 32,078 345,285   

Existing Floorspace 
excluded 

Net additional new Floorspace 71,906 773,991    

      

Net Affordable Housing Requirement    22.82%   

Rounded percentage   23.00%   

Total Number of new homes    1,209.00  

      

Number of homes with permitted development rights    68.00 (Gildengate House) 

      
Net Number of New Homes to which affordable policy 
applies    1,141.00  

      

Affordable New Homes Required    262.43  

      

Total of Affordable New Homes Rounded    262.00  
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Socially rented New Homes   85.00% 223  

      

Intermediate ownership   15.00% 39  

      

Total    262  

 

5.14 We have assumed 262 affordable units for the policy compliant appraisals. 

5.15 The required policy split is 85% socially rented and 15% intermediate ownership.  

Taking the proposed scheme and adding the additional homes to meet policy 

compliance we have distributed the affordable units as set out in Table 5.2 overleaf.  

5.16 We have assumed the proposed affordable housing remains as affordable housing 

and that on a phase by phase basis the blocks will deliver the policy target number, 

with 23% of Block A being affordable, on an 85:15 split for social rented and 

intermediate ownership.  100% of Blocks B & D being affordable, and 23% of Blocks,  

E & F also being affordable.  We are informed by Norwich City Council that the 

affordable housing demand is for one bedroom units and have therefore assumed 

all the affordable units are one bedroom.  

5.17 If the appraisal is run on the basis of policy compliance as set out above assuming 

both HIF Funding and CIL liability are applied, the scheme would generate an 

indicative 8.93% return on costs or 8.49% return on Gross Development Value as 

set out in Appendix 4 As Policy Compliant Variation A.  This scenario is not viable. 

5.18 In order to compare the Policy Compliant scheme with the Submission Scheme 

without CIL a second variation has been run, excluding CIL – Policy Compliant 

Variation B, as set out in Appendix 5.  The effect of a policy complaint level of 

affordable housing with HIF funding but without CIL liability generates a return of 

13.29% return on Costs and 12.15% return on Gross Development Value.  This 

scenario is also not viable. 
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Table 5.2 Distribution of Affordable Units for Policy Compliance 

 Block A Block B Block D Block G&H Block J Block E&F Totals 

        

 

Market 
For 
Sale 

Social 
Rent 

Shared 
Ownership 

Market 
For 
Sale 

Social 
Rent 

Shared 
Ownership 

Market 
For 
Sale 

Social 
Rent 

Shared 
Ownership 

Market 
For 
Sale 

Social 
Rent 

Shared 
Ownership 

Market 
For 
Sale 

Social 
Rent 

Shared 
Ownership 

Market 
For 
Sale 

Social 
Rent 

Shared 
Ownership   

1 Bed  111 63 11  16   41  169 9 13 48   108 85 15 635 

                    

2 Bed 138         134   20   194   565 

                    

3 bed     9              9 

                    

Totals 249 63 11 0 25 0 0 41 0 297 9 13 68 0 0 297 85 15 1,209 

Totals 
by 
Block   323   25   41   319   68   433  
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5.19 The Main Town Centre Uses and Retail Frontages SPD (adopted December 2014) 

(TC SPD) describes Anglia Square as a Large District Centre.  The Northern City 

Area Action Plan, which ceased to have legal weight from 1 April 2016, had identified 

the Site through policy AS1 as a regeneration site but sought to retain an historic mix 

of retail at 70% of ground floor space as A1 use through policy LU2.  The TC SPD 

recognised that the NCAAP policy was no longer valid and that policy in the SPD 

would supersede the NCAAP LU2 policy, replacing it with a policy which seeks to 

maintain a new datum of 60% of retail frontage in A1 use within the policy area. 

5.20 The site is within a Conservation area and therefore additional quality is required in 

respect of public realm and façade treatments to meet policy objectives.  The costs 

are reflected in the Cost Plan Report accompanying these appraisals. 

5.21 It is understood that there is known archaeological interest within the Site, some of 

which is covered by existing structures.  An allowance of £2,000,000 has been 

assumed in the appraisals; should significant archaeology be found, the project 

would be delayed, but this has not been reflected in the appraisals. 

Planning Obligations 

5.22 Community Infrastructure Levy, (CIL), was introduced by NCC in July 2013 and 

applies to development of the scale proposed.   The CIL charging schedule is set 

out on the Council web site.  This has been increased in line with the BCIS All in 

Tender Index by 38.9% from 2013 to 2018.    

5.23 The CIL Regulations allow for existing floor space that is demolished to be off set 

against new build floor space, thus reducing the potential burden of the Levy.  The 

existing floor space being demolished is allocated to Block A, (9,580 sq m), and 

Blocks D, E and F, (6,852 sq m,) so the chargeable area is reduced accordingly.  

Block J utilises the existing structure and therefore has relief from CIL. Block C will 

comprise a chapel, which would benefit from charitable relief from CIL.  

5.24 The housing units in Blocks B and D are 100% affordable housing, as are a number 

of units in Blocks E and F which are also exempt from CIL.  Table 5.1 below identifies 

the effect of the reliefs on the chargeable areas. 
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Table 5.3 CIL Summary 

Land Use Proposed 
In Use 

Demolished 
Social 

Housing Relief 
Charitable 

Relief 
Chargeable area as 

% of Proposed  

  GIA (sqm)  GIA (sqm)    %  

Block A 68,491 -9,580   86.01% 

Block B   -2,538  0% 

Block C    100% 0% 

Blocks D, E& 
F 

66,666 -6,852 -6,233  89.45% 

Block G & H   43,603    100% 

Block J 4,829 -4,829   0% 

 

5.25 The CIL amounts allowed for in the Appraisal are set out below:  

Table 5.4 CIL Contributions by Block (Amended Scheme) 

CIL Calculation  
Block £ 

Block A  2,673,273  

Block B                    -    

Block C                    -    

Block D              16,935  

Block E & F         2,923,085  

Block G & H          2,860,422  

Block J             333,704  

TOTAL 8,807,421* 

 *Rounding issue 

5.26 Local Planning Authorities also have the capacity to allow the charging of the Levy 

to be flexibly applied as to timing, and it is only payable when Reserved Matters, 

(RM), approval is granted in respect of Outline planning permission.  In the context 

of CIL applying and the phased RM consents, we have assumed payment of CIL 

would be extended over the construction period.  As noted above the Applicant 

intends to seek exemption from CIL due to the extraordinary circumstances of the 

challenges in bringing forward this comprehensive regeneration of the Site, should 

a policy to allow relief from CIL be adopted by NCC. 

5.27 Planning obligations are in negotiation between the Applicant and Norwich City 

Council.  The following planning obligations have been allowed for in the appraisal: 

Table 5.5 Planning Obligation Breakdown 

Obligation  Cost  

 £ 

Car Club – 3 small vehicles  10,000 each 

Car Club – 3 Medium 
Vehicles 

20,000 each 

Car Club 1 large Vehicle 25,000 each 

TOTAL 115,000 

 

5.28 The Planning Obligations have been applied as follows:  
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Table 5.6 Planning Obligations by Phase 

Phase Applied To £ 

Block A  30,000 

Block E & F  55,000 

Block G & H  30,000 

TOTAL 115,000 
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6. DEVELOPMENT ASSUMPTIONS 

Residential Values 

6.1 The proposal represents a regeneration scheme impacting over a wider area.  It will 

alter the existing fabric of the city in this location and create a new residential, retail 

and leisure quarter.  The existing pricing in the location is therefore of limited value 

in determining potential pricing for the scheme.  Iceni have therefore considered 

whether there is capacity within the Norwich housing market to sustain higher pricing 

in the location than historically has been the case and to consider what pricing may 

be appropriate in the context of comparable evidence.  This projection pricing for the 

location defines the sales risk for the scheme.     

6.2 In considering pricing structures for the Development, regard must be had to out 

rigger prices that can, on small data samples, skew the data significantly.    

6.3 Iceni have considered broad data sets to determine overall pricing by comparing 

large volumes of data gathered by the Land Registry and analysing it over time.  Iceni 

have also considered transactional data gathered from properties advertised, and 

from assessment of individual buildings.   

6.4 The site sits within the NR3 1 Postcode sector area and analysis has been carried 

out at a Postcode Sector basis to assess trends. The plan below identifies the 

postcode areas within the centre of Norwich. 

6.5 Norwich has three key Postcode districts, NR1, NR2 and NR3 within the outer ring 

road formed by the A146 and the A1042.  The core central city postcode sectors are 

NR2 1 and NR1 3 which sit within the inner link ring road.  Historically the Land 

Registry average data for flats and maisonettes in these postcode sectors have 

shown a premium to average pricing in NR3 1 of 55% and 27% respectively.   

6.6 NR1 1 and NR1 2 have seen significant recent development of riverside apartments 

for example in King Street and Wherry Road.  NR1 1 has been emerging as a new 

living area with the attraction of Riverside Park and proximity to the station 

generating an 11% premium to NR3 1 prices for flats.        
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6.7 Iceni have assessed data from the Land Registry within Norwich from 2015 to 2018.   

The Land Registry data includes 2,600 transactions covering both old and new 

properties but information is unspecific regarding unit sizes or bedroom numbers and 

are often more historic or time-lagged than other data sources.  Adjusting the data 

purely by time results allows a comparison between areas on a more up to date 

pricing basis, although the data is still historic by about 3 months.  The effect is as 

follows:  

Table 6.1 Old and New Postcode Sector Comparison 

Summary by Type by Post Code (time adjusted)  
Old and New Properties  
Post Code 
Sectors 

Flats/Maisonette 
Average Prices 

Number of 
Transactions 

Comparable 
Pricing to NR3 1 

NR1 1 £194,434 360 
110% 

NR1 2 £206,138 104 
117% 

NR1 3 £271,335 122 
154% 

NR1 4 £156,159 32 
89% 

NR2 1 £306,468 41 
174% 

NR2 2 £193,619 71 
110% 

NR2 3 £169,569 58 
96% 

NR2 4 £146,304 75 
83% 

NR3 1 £176,076 116 
100% 

NR3 2 £123,986 44 
70% 

NR3 3 £148,719 67 
84% 

NR3 4 £134,849 66 
77% 
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6.8 While clearly the NR3 1 post code area represents an historically lower value location 

than other city centre postcode sectors, it is anticipated that the Development will 

increase pricing to compete with more defined city centre living in the nearby 

postcode sectors NR1 1 and NR1 2.  

6.9 In that context further consideration has been given to pricing on newer properties 

in the NR3 1 postcode sector as well as NR1 1 and NR1 2 areas which are similar 

distances from the city centre, whilst having characteristics that are specific to their 

sectors.  The table below is based on data from only new unit sales, adjusted by the 

House price index for Norwich sold since 2016 by postcode sector, recorded with 

Land Registry. 

Table 6.2 Post Code Comparisons 

Summary by Type by Post Code (time adjusted)   

Post Code Flats/Maisonettes 
Number of 
Transactions 

Comparable 
Pricing 

NR1 1 £205,046 145 106% 

NR1 2 £210,557 22 109% 

NR1 3 £188,647 22 98% 

NR1 4  0 
 

NR2 1 £432,007 6 224% 

NR2 2 £190,156 10 99% 

NR2 3 £221,090 6 115% 

NR2 4  0 
 

NR3 1 £192,697 55 100% 

NR3 2  0 
 

NR3 3  0 
 

NR3 4  0 
 

6.10 NR1 1 includes specific locational differences to NR3 1 including Riverside Park and 

the Railway Station.  NR1 1 also contains access to river frontage that is a key 

marketing feature for properties in Wherry Road. While the proximity of a football 

stadium will be seen by some as an advantage, additional parking pressures and 

congestion related to match day or other events, can be a disadvantage.  

6.11 NR1 2 is closer to Riverside Park than NR3 1 but a similar distance to the Railway 

station and city centre shopping.  Importantly the redevelopment of Anglia Square 

as envisaged will include a range of convenience and comparison goods shopping 

and leisure uses that will feel more urban than the predominantly ‘out of town’ 

experience of Riverside Park.   
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6.12 Iceni have considered a number of new comparable modern and purpose-built 

homes to determine what pricing might be appropriate for the new units in the 

Development. 

6.13 The map below and corresponding key and table outlines the location of the 

comparables sourced.  

 

Key: Subject Site:       Anglia Square 
    St Anne’s Quarter 

              Skipper House 
    Kings Street 
    Aldwych House 
    Grosvenor House  
    Sentinel House 

 

6.14 The circumstances of the comparables have been considered.  A number of the 

schemes are conversions of former office buildings, such as Sentinel House, 

Grosvenor House, Aldwych House and Skipper House.  The effect of this on price 

can vary dependent on the style and location of the original building and the extent 

to which it feels like a conversion and the quality of the conversion. In this instance 

we have applied a range of discounts to the conversion comparables to reflect the 

reduced prices that may be achieved in comparison to new build property.   
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6.15 The Table 6.3 below identifies comparable properties adjusted by location in 

comparison to NR3 1 postcode sectors.  

Table 6.3 Comparable Breakdown – New Flats  

New Flats Comparable Data  Adjusted Pricing  

House Type Price  
Size 

(Sq m)  
Price 
psm 

Location 
Adjustmen

t % 

Adjusted 
Price  

Adjust £psm 

Wharf House 1 Bed £162,950 -   109.27% £149,128   

Wharf House 1 Bed £162,950 -   109.27% £149,128   

Wharf House 1 Bed £175,950 -   109.27% £161,025   

Wharf House 1 Bed £177,950 -   109.27% £162,855   

Wharf House 1 Bed £177,950 -   109.27% £162,855   

Wharf House 1 Bed £204,950 -   109.27% £187,565   

Wharf House 2 Bed £209,950 -   109.27% £192,141   

Wharf House 2 Bed £275,000 -   109.27% £251,673   

Skipper 1 Bed £125,000 38.09 £3,282 97.90% £127,683 £3,352 

Skipper 1 Bed £130,000 49.52 £2,625 97.90% £132,790 £2,682 

Skipper 1 Bed £135,000 43.11 £3,132 97.90% £137,898 £3,199 

Skipper 1 Bed £125,000 37.25 £3,356 97.90% £127,683 £3,428 

Skipper 1 Bed £140,000 48.03 £2,915 97.90% £143,005 £2,977 

Skipper 1 Bed £135,000 43.85 £3,079 97.90% £137,898 £3,145 

Skipper 1 Bed £140,000 47.75 £2,932 97.90% £143,005 £2,995 

Skipper 1 Bed £145,000 46.54 £3,116 97.90% £148,112 £3,182 

Skipper 2 Bed £210,000 65.59 £3,202 97.90% £214,507 £3,270 

Skipper 1 Bed £130,000 40.69 £3,195 97.90% £132,790 £3,263 

Skipper 1 Bed £135,000 44.69 £3,021 97.90% £137,898 £3,086 

Skipper 1 Bed £130,000 38.55 £3,372 97.90% £132,790 £3,445 

Skipper 1 Bed £130,000 38.28 £3,396 97.90% £132,790 £3,469 

Skipper 1 Bed £150,000 51.56 £2,909 97.90% £153,220 £2,972 

Skipper 1 Bed £150,000 52.86 £2,838 97.90% £153,220 £2,899 

Skipper 1 Bed £140,000 45.99 £3,044 97.90% £143,005 £3,109 

Skipper 1 Bed £165,000 56.86 £2,902 97.90% £168,542 £2,964 

Skipper 1 Bed £160,000 52.58 £3,043 97.90% £163,434 £3,108 

Skipper 2 Bed £270,000 75.9 £3,557 97.90% £275,795 £3,634 

Skipper 2 Bed £210,000 59.92 £3,505 97.90% £214,507 £3,580 

Skipper 2 Bed £200,000 55.65 £3,594 97.90% £204,293 £3,671 

Skipper 2 Bed £185,000 63.92 £2,894 97.90% £188,971 £2,956 

Skipper 1 bed £135,000 45.52 £2,966 97.90% £137,898 £3,029 

Skipper 2 Bed £180,000 64.47 £2,792 97.90% £183,864 £2,852 

Skipper 2 Bed £240,000 75.99 £3,158 97.90% £245,151 £3,226 

Skipper 1 Bed £170,000 61.97 £2,743 97.90% £173,649 £2,802 

Skipper 2 Bed £300,000 66.98 £4,479 97.90% £306,439 £4,575 
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Caius 
Apartments 

2 Bed £205,000 67.82 £3,022 109.27% £187,611 £2,766 

Caius 
Apartments 

2 Bed £190,000 64.66 £2,938 109.27% £173,883 £2,689 

Caius 
Apartments 

2 Bed £180,000 67.82 £2,654 109.27% £164,731 £2,429 

Caius 
Apartments 

2 Bed £225,000 67.82 £3,317 109.27% £205,914 £3,036 

Caius 
Apartments 

1 Bed £160,000 50.63 £3,160 109.27% £146,428 £2,892 

Baxter 
Apartments 

2 Bed £200,000 68.19 £2,932 100.00% £200,000 £2,933 

Baxter 
Apartments 

2 Bed £210,000 66.98 £3,135 100.00% £210,000 £3,135 

Baxter 
Apartments 

2 Bed £200,000 66.98 £2,985 100.00% £200,000 £2,986 

Baxter 
Apartments 

2 Bed £226,000 68.19 £3,314 100.00% £226,000 £3,314 

Baxter 
Apartments 

2 Bed £226,000 68.19 £3,314 100.00% £226,000 £3,314 

Baxter 
Apartments 

2 Bed £226,000 66.98 £3,374 100.00% £226,000 £3,374 

Hayden 
Apartments 

2 Bed £210,000 69.58 £3,018 109.27% £192,187 £2,762 

Hayden 
Apartments 

2 Bed £235,000 72.56 £3,238 109.27% £215,066 £2,964 

Hayden 
Apartments 

1 Bed £150,000 48.03 £3,123 109.27% £137,276 £2,858 

Hayden 
Apartments 

2 Bed £280,000 87.61 £3,195 109.27% £256,249 £2,925 

Hayden 
Apartments 

1 Bed £165,000 48.03 £3,435 109.27% £151,004 £3,144 

Hayden 
Apartments 

2 Bed £287,500 87.61 £3,281 109.27% £263,113 £3,003 

Hayden 
Apartments 

2 Bed £370,000 106.47 £3,475 109.27% £338,614 £3,180 

Hayden 
Apartments 

1 Bed £175,000 48.03 £3,643 109.27% £160,155 £3,334 

Hayden 
Apartments 

2 Bed £300,000 88.82 £3,377 109.27% £274,552 £3,091 

Aldwych 
House 

1 Bed £105,000     174.05% £60,326   

Aldwych 
House 

1 Bed £140,000     174.05% £80,435   

Aldwych 
House 

1 Bed £145,000     174.05% £83,308   

Aldwych 
House 

2 Bed £170,000     174.05% £97,671   

Aldwych 
House 

2 Bed £215,000     174.05% £123,525   

Grosvenor 2 Bed £162,000 58.99 £2,746 106.41% £152,243 £2,581 

Grosvenor 1 Bed £129,950     106.41% £122,123   

Grosvenor 1 Bed £134,950     106.41% £126,822   

Grosvenor 1 Bed £137,950 55 £2,508 106.41% £129,641 £2,357 

Grosvenor 1 Bed £139,950 44.04 £3,177 106.41% £131,521 £2,986 

Grosvenor 1 Bed £144,500 44.97 £3,213 106.41% £135,797 £3,020 

Grosvenor 1 Bed £144,500 44.04 £3,281 106.41% £135,797 £3,083 

Grosvenor 2 Bed £164,950 57.97 £2,845 106.41% £155,015 £2,674 

Grosvenor 2 Bed £178,950 58.99 £3,033 106.41% £168,172 £2,851 

Grosvenor 2 Bed £179,950     106.41% £169,112   

Grosvenor 2 Bed £179,950     106.41% £169,112   

Grosvenor 2 Bed £192,500 65.03 £2,960 106.41% £180,906 £2,782 

Grosvenor 2 Bed £199,950 65.03 £3,074 106.41% £187,907 £2,890 
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Grosvenor 2 Bed £214,950 65.03 £3,305 106.41% £202,004 £3,106 

Sentinel 
House 

1 Bed £165,000     97.90% £168,542   

Sentinel 
House 

1 Bed £140,000     97.90% £143,005   

Sentinel 
House 

1 Bed £120,000     97.90% £122,576   

Sentinel 
House 

2 Bed £180,000     97.90% £183,864   

 

6.16 For the purposes of the appraisals we have not reduced the initial phase pricing for 

the Development as the scheme becomes established, but note that it is usual that 

the initial phases of any major regeneration which involves place making, as is 

proposed at Anglia Square, does not fully reflect the potential values until it has 

become an established location.  It is also likely that for a scheme of this scale a 

multi regional marketing exercise will be required in order to ensure that a wide pool 

of prospective purchasers are introduced to the scheme.  

Market Residential Pricing  

6.17 In the context of the above data Iceni have assumed average pricing of £160,000 for 

1 Bedroom flats and £250,000 for 2 bedroom flats, with a premium pricing for 

apartments with views (2 bedroom apartments from 11 storeys upwards in Block E) 

to £275,000. 

Affordable Housing 

6.18 Initial discussions have taken place between the Applicant and Registered Housing 

Providers.  The modelling has been progressed on the basis of there being no grant 

to subsidise the acquisition of the affordable units.   The discounts to market value 

applied as a consequence of those initial discussion are as follows: 

Table 6.4 Affordable Housing  

Type 

Market 
Pricing 

Social 
Rented 

% 
Market 
Value  

Social Rent 
Capital 
Values  

Intermediate 
Ownership 
% Market 

Value  

Intermediate 
Ownership 

Capital 
Values 

1 Bed Flat £160,000 40% £96,000 60% £96,000 

2 Bed Flat £250,000 40% £100,000  60% £150,000 

3 Bed House £325,000 40% £130,000 60% £195,000 
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Ground Rents - Residential  

6.19 The Government has indicated that it intends to cap growth in ground rents to ensure 

they do not creative a punitive environment for long leasehold interests. Government 

has also announced its intention to ban ground rents for most new build houses 

within a press release published in December 2017 by the Minister of Housing, 

Communities and Local Government, the Rt Hon Sajid Javid MP. 

6.20 The effect of these announcements is that the Council of Mortgage Lenders has 

highlighted value impact risks of ground rents that are indexed on short to medium 

term review mechanisms which have a risk of becoming a significant occupational 

cost. Ground rents with indexed compound growth structures or with punitive clauses 

are therefore increasingly becoming a hindering factor in obtaining mortgages with 

high street lenders. The result is that the capital value of indexed style ground rents 

has fallen away to reflect lower or no real time growth of ground rent income and the 

yield has been moved out accordingly.     

6.21 However, despite the above, ground rent provision is consistent with the private 

freeholder apartment market in Norwich.  In this context ground rent has been 

allocated on the private dwellings only, on the basis of £250.00 per annum for 1 bed 

flats and £350.00 per annum for 2 bed flats. 

6.22 While the market has softened in respect of ground rents they may still be traded 

and represent low risk income stream.  In that context we have allowed a yield of 

5.25% to capitalise the ground rents income of £333,800 across all the blocks, giving 

a capital value of £6,354,094. 

Commercial Rents 

6.23 Commercial rents for the scheme have been informed by Cushman Wakefield, 

advising Columbia Threadneedle.  

Core Retail 

6.24 When the new scheme is completed it will be a secondary (ie District) retail location 

with leisure, dining, lifestyle services, convenience retailing and shopping that 

complements the prime retailing in the city centre.  The rents and yields applied to 

the centre in that context will be reflective of that status and while described as retail 

to reflect its physical positioning, may contain a range of uses related to commercial 

activity including “making” spaces, body care services, treatment facilities as well as 

advisory businesses and offices for local businesses, all of which will reflect the need 

for face to face interaction. 
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6.25 Appendix 6 sets out the occupational evidence that supports the proposed rents that 

are anticipated.  (Note: FOR REASONS OF COMMERCIAL CONFIDENTIALITY 

PART OF THIS APPENDIX HAS BEEN REDACTED FOR PUBLICATION 

PURPOSES) 

6.26 It is usual in commercial landlord and tenant negotiations that the rent, along with 

the negotiation of tenant incentives are determined as part of any terms of 

occupation. The rents for the scheme have been averaged by block in order to avoid 

prejudicing commercial negotiations in the future with a differential between core and 

other retailing, the equivalent of 24 month’s rent to cover pre-letting vacancy and 

tenant incentives. 

Non-Core Commercial 

6.27 The Non-Core Commercial space located in the less prominent positions fronting Pitt 

Street, New Botolph Street and Edward Street, which is to be made available 

(subject to the final provisions of the s.106 agreement) to Small/Medium-sized 

Enterprises on discounted terms may attract retail, food and drink or quasi retail 

uses, such as social enterprises, charities, not for profit organisations, 

makers/artists, or start-up businesses.  These spaces may be made available as 

lower cost commercial space, subject to final agreement with NCC.  The anticipated 

average rent for this space is £104.95 per sq m (£9.75 psf).  It is anticipated that 

these users will also need some assistance in commissioning their space and 24 

months rent package is allowed for to cover pre-letting vacancy and tenant 

incentives.  

Cinema 

6.28 The key other use for the commercial uses will be the cinema.  With existing cinema 

offers in Castle Mall and Riverside Park, it is anticipated that the cinema, which 

replaces the Hollywood Cinema on site, will act as a key leisure destination for the 

north part of the city and further afield.  The construction is to shell and as a 

consequence a full fit out of raked seating, auditoria, screen and audio equipment 

and sound proofing will be required.  Along with tenant incentives and pre letting 

vacancy an assumed package has been allowed for. 

6.29 In summary the rents applied by block for the core commercial elements including 

the Cinema are as follows: 
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Table 6.5 Core Commercial Rent Summary by Block 

Averaged Core Retail rents per Block  

 £psm £psf 

Block A Core Retail Rents 226.65 21.06 

Block D Core Retail Rents 215.28 20.00 

Block E & F Core Retail Rents 165.67 15.39 

Block G & H Core Retail Rents 167.47 15.56 

 

Yields 

6.30 The capitalisation rate applied to the rents of 7.0% is reflective of secondary retail 

centre transactions.  Details of comparable scheme yields are included at Appendix 

7. 

6.31 The modelling assumes that the capital value of the retail units and other commercial 

uses are secured on completion of the construction.  This benefits the appraisal as 

it assumes earlier receipt of capital than would normally be anticipated.   

The Hotel  

6.32 The Hotel will be constructed to an operator’s specification and is designed with that 

specification in mind.  The hotel will be finished to shell and core and is assumed to 

be disposed of on practical completion to that level to an operator who will carry out 

the fit out and operate the hotel.  No other incentives are allowed for.  

Construction Costs  

6.33 The construction costs that have been applied to the project have been provided by 

Weston Homes plc on behalf of the Applicant and have been independently verified 

and audited by Gardiner and Theobald.  The actual costs are not released to public 

scrutiny due to the commercial sensitivity of the data, composition and content of the 

cost plans for each block.  However the audit report by Gardiner and Theobald which 

confirms that the costs are appropriate is available to the public, and is included at 

Appendix 8.  

6.34 The Gardiner and Theobald report compares the proposed construction costs with 

the available data of the RICS Building Cost Information Service (BCIS) data as well 

as the extensive internal data base of available projects that Gardiner and Theobald 

advise on.  

6.35 The construction costs have been determined on a block by block basis with shared 

structure between the commercial and residential elements.  The summary below, 

excluding site wide costs identifies the costs per block: 
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Table 6.6 Construction Costs  

Construction Costs by Block including Preliminaries and 
Contingency  

 Sq m Sq ft £ 

Block A                      68,132                       733,370          71,075,386  

Block B                        2,538                        27,317           3,208,908  

Block D                        3,315                        35,684           5,036,294  

Block E&F                       60,624                       652,547          79,370,586  

Block G&H                      43,887                       472,392          58,003,756  

Block J                        4,829                        51,979           6,653,027  

 

Professional Fees 

6.36 Development appraisals for planning purposes are assumed to have planning 

consent to enable current prices and costs to be applied.  The costs and time to 

secure planning consent are therefore underrepresented in the planning viability 

appraisal process, especially for larger more complex schemes.    

6.37 An overall allowance of 8% of construction costs has been allowed for professional 

fees, which is the lowest allowance for the professional teams that are likely to be 

required.  There will be a continued programme of engagement with the Council 

during the process of submitting Reserve Matters applications in relation to the 

phases following Phase 1.   

6.38 Multiple professional teams will be required to deliver the project including the 

following:    

Table 6.7 Professional Advisers 

Professional Fees  

Architect  

Project Manager  

Heritage and Townscape Consultants 

Structural Engineer  

Civil Engineers 

Utilities Engineer  

Mechanical Electrical Engineer  

Quantity Surveyor 

Construction Design and Management 
Manager  

Planning Consultants 

Environmental Consultant 

Transport Engineers and Planners 

Arborist and Landscape Architects  

Daylight/ Sunlight Consultants 

Party Wall Surveyors 

Planning Lawyers 

Viability Consultants 

 
6.39 Overall the Fees Allowance is for £15.7 million and represents a total of 7.05% of 

Construction Costs. 
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Preliminaries    

6.40 BCIS tracks data including preliminaries; these are set out at Appendix 9.  Using 

data from 2016 to Quarter 1, 2018, the most recent available, the mean range of 

preliminary costs extends from 17.3% to 13.4% with the current being the lowest at 

13.4%.   For larger projects BCIS has a limited sample size for Q1 2018 (4 projects). 

6.41 For the purposes of these appraisals, preliminaries of 10% have been adopted. 

Contingencies 

6.42 The current cost plan allows for a degree of contingency however it should be noted 

that construction costs may become more volatile if the impact of Brexit creates 

currency fluctuation or if goods imported from continental Europe are slowed.  

6.43 At this point the appraisals have been value engineered to minimise the potential 

grant required to bring the development forward, however it would not be unusual 

for a project of this scale to have a contingency, in respect of site clearance and 

preparation, professional fees and sales risks, over and above a construction 

contingency of 5% of construction costs.    

6.44 Therefore a Construction Contingency of 3% has been allowed and this is only 

applied to the construction and preliminaries costs.  

6.45 A scheme of this scale would usually attract a Developer Contingency which would 

be applied to the site clearance and demolition that falls outside the scope of the 

construction process and to professional fees.  The Developer’s contingency would 

also usually take into account sales risks such as the need to form incentives for 

purchasers, in so far as they cannot be addressed through the marketing budget.  In 

aggregate it is usual for housebuilders to allow for up to 4% of sales values to cover 

agency costs, marketing and sales incentives. 

Residential Marketing and disposal costs 

6.46 1.50% of residential sales values have been allowed for in addition to 1.00% agency 

and 0.5% legal fees.  In aggregate therefore 3.00% has been allowed for to cover all 

marketing and related sales activities for the residential units. 
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Commercial Marketing and Disposal costs  

6.47 A similar fee has been allowed for the marketing and disposal of the commercial 

investment elements. 

6.48 As is normal market practice, the Appraisal allows for purchaser’s costs of 6.78% on 

investment disposals.  

Development Programme 

6.49 The Phasing for the development determines the exposure to costs before returns 

can be achieved.  The scheme is set out as a series of discreet blocks, A to H and 

Block J, (there is no Block I).  Detailed planning for Block A is sought which will form 

Phase 1.   

6.50 Phase 2 will be delivered in close programme terms to Block A. It encompasses 

Blocks C, D, and E/F.  Construction of Block C, the New Chapel, will allow demolition 

of the Pitt Street properties on completion.  Block D which is comprised of Affordable 

Housing will be brought forward when Block A has been sufficiently progressed. 

Block E/F, which includes the 20 storey tower, will be constructed in stages 

throughout Phase 2. 

6.51 Phase 3 will include, as a single phase Blocks G & H, which also contains the 

cinema.  Phase 4 will end with Block D (which, prior to development, is envisaged 

as being the main work site for the development), following the conversion of 

Gildengate House, Block J, into residential dwellings.    Details of the envisaged 

programme are set out at Appendix 10 with an associated Phasing Plan are set out 

at Appendix 11 and inform the cashflow of the appraisal. 

 

Borrowing and Funding Rates 

6.52 It is assumed that the development and acquisition of land would be funded through 

borrowing or the opportunity cost of use of equity.  The cost of borrowing is 

determined by risk of capital.   

6.53 Funding is available to different entities at different rates dependent on the scale of 

the developer, the collateral available as security and the risk associated with the 

development.   Weston Homes plc have access to funding capital which smaller 

entities would not have access to.   
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6.54 All funding attracts fees for the arrangement of the finance.  These fees may include 

arrangement, utilisation and non-utilisation fees.   

6.55 A rate 6.5% for funding costs inclusive of fees for the project to recognise the access 

to available capital and costs of servicing that funding, which is not available to 

smaller developers.   

6.56 The scheme is being progressed on the basis of a grant being available from Homes 

England to assist in the regeneration of this complex urban site and the delivery of 

affordable housing.   

6.57 The Housing and Infrastructure Fund (HIF) Grant that is being considered by Homes 

England is for a total of £12.2 million.   Should grant be given it is envisaged as being 

drawn down and match funded by the Applicant during the site preparation and early 

phases of constriction in the associated Block. Part of the HIF Grant would however 

be used by Norfolk County Council as Highways Authority in respect of the off-site 

highway improvements required to mitigate the impact of the Development in terms 

of sustainability, social integration and environmental improvement. The funding is 

currently modelled to be received during Phases 1, 2 and 3 as set out below: 

Table 6.8 HIF Funding profile 

Hif Funding  

  Draw Down Start  Expenditure   Period  

Block A 7,000,000 Jul-19  Quarterly  7 Quarters 

Block D 3,000,000 Nov-21  Quarterly  3 Quarters 

Block E & F  2,200,000 Nov-22  Quarterly  3 Quarters 

6.58 It should be noted that the early receipt of grant funding to assist in the delivery of 

site wide infrastructure and associated infrastructure for affordable housing assists 

with maintaining cash flow and reduce the impact of interest as a project cost. Should 

the funding not be secured or the availability of the funding not be achieved as 

modelled, the negative impact on the appraisal would be significantly greater than 

the £12.2 million HIF Grant sought.   

6.59 It should also be noted that the lack of site cost early in the process has a significant 

benefit to the financial modelling, avoiding the costs of carrying the entire site value 

as a Project Cost through to completion.  For example, the impact of a £10million 

land value as part of Phase 1 generates an additional funding cost to the project of 

approximately £7 million.   

6.60 If HIF Funding is not secured, the scheme is not viable without another form of public 

sector support.  The effect of not securing HIF funding on schemes in which CIL 
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liability is met is demonstrated as follows: The Submission Scheme (SUBMISSION 

SCHEME V1.00b – Appendix 12 shows a 13.5% return on costs and 11.94% return 

on Gross Development Value, which is not viable.  An affordable housing policy 

compliant scheme (POLICY ALTERNATIVE Var C – Appendix 13) shows a 1.06% 

return on Costs and a 1.04% return on Gross Development Value; which is also not 

viable.    

Developer Returns 

6.61 Developers consider returns across a number of criteria to determine and manage 

project risk, as is required for a project of the scale and complexity of Anglia Square.   

These include Return on Capital Employed, Internal Rates of Return, Return on 

Gross Development Value and Return on Costs.  Different entities seek different 

types of return depending on whether they are seeking long term income and asset 

management or disposal on completion.  Anglia Square is a medium/long term 

project and the two businesses comprising the Applicant combine the requirement 

for both disposal of market housing to occupiers and affordable housing to a 

Registered Provider, as well as a long-term investment hold position in respect of 

the commercial uses.   

6.62 Because Anglia Square combines both commercial and residential uses, as a 

consequence, a blended return has been calculated using the base information set 

out below. 

6.63 Residential developers often cite Return on Gross Development Value (GDV) as one 

measure, seeking a minimum return of 20% GDV for market sale housing.  The 

market will also consider the return as being equivalent to 25% of costs.  For the 

purposes of the appraisal 20% of Gross Development Value has been used as the 

target return for the project risk.     

6.64 Where affordable housing forms a component and the units are pre-sold to a 

Registered Provider, it has been argued that affordable housing is a less risky 

product, which can therefore attract a lower return than market housing.  The Homes 

and Communities Agency confirms at paragraph 4.14 in the user guide for V4 of its 

Development Appraisal tool, published in 2014, that with the developer taking no 

sales risk for affordable housing, it is appropriate that a lower return should be 

expected for the developer based on Costs.  If a Registered Provider does not pre-

purchase the affordable units, they become a higher risk product for the developer 

than market housing due to their low capital values.  For the purposes of the 

appraisals the target return for affordable units within the scheme is at 6% of costs. 



 

44 
 

6.65 As a Large District Centre, away from the Prime retail pitch centred around the Castle 

and the key anchor retailing in the city centre including John Lewis, M&S, Primark 

and other high street fashion brands, the retail elements represent a higher level of 

risk than those in the prime retail area.  In the context of a number of existing 

vacancies in Castle Mall and the city centre, the level of return sought for the 

envisaged risk for the commercial elements is therefore 17.5% of costs. 

6.66 In assessing the potential target returns for the different uses, Site Wide Costs have 

been apportioned by the respective gross floor area by use per the table below: 

Table 6.9 Site Wide Costs apportioned by Area 

6.67 The blocks are constructed in phases as set out above.   

 

    Use Gross  Floor Area  Gross Floor Area  Gross Floor Area  

 Sq m Sq ft % 

Retail Other          1,307.33               14,072  0.71% 

Hotel          9,898.63              106,548  5.40% 

MSCP Residential         29,817.88              320,957  16.27% 

Ground Rent                    -                        -    0.00% 

Retail         13,730.23              147,791  7.49% 

MSCP Public         20,497.48              220,633  11.18% 

Cinema          2,753.00               29,633  1.50% 

Chapel                    -                        -    0.00% 

Loading Bay                    -                        -    0.00% 

MSCP No Value          1,335.85               14,379  0.73% 

Social Rented          7,799.02               83,948  4.25% 

Intermediate Ownership          1,244.34               13,394  0.68% 

Residential         94,940.78           1,021,934  51.79% 

      183,324.55    1,973,289  100.00% 
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6.68  Developer Returns SUBMISSION SCHEME  

Developer Return On Gross Development Value      

 Type 
Target 
Return 

Basis Return 
Calculated 

On 
 Target 
Return  

% Total 
GDV 

Actual 
Profit Actual  

Residential        

 Market Housing and Residential MSCP 20% 

GROSS 
DEVELOPMENT 

VALUE     48,983,619  16.47%     30,593,398  10.29% 

 

Shared Ownership and Intermediate 
Ownership 6% TOTAL COSTS         935,644  0.31%         584,370  0.20% 

        

        

        
Commercial Retail & Leisure 17.50% TOTAL COSTS      7,792,206  2.62%      4,866,730  1.64% 

        

 Target Return on GDV Weighted by type.  
  
57,711,469  19.41% 

  
36,044,498  12.12% 

        
Developer return on Gross Development Costs      

 Type 
Target 
Return 

Basis Return 
Calculated 

On 
 Target 
Return  

% Total 
GDV 

Actual 
Profit Actual  

Residential        

 Market Housing and Residential MSCP 20% 

GROSS 
DEVELOPMENT 

VALUE     48,983,619  18.04%     30,593,398  11.27% 

 

Shared Ownership and Intermediate 
Ownership 6% TOTAL COSTS         935,644  0.34%         584,370  0.22% 

        

        

        
Commercial Retail & Leisure 17.50% TOTAL COSTS      7,792,206  2.87%      4,866,730  1.79% 

        



 

46 
 

 Target Return on Total Costs Weighted by type.  
  
57,711,469  21.25% 

  
36,044,498  13.27% 
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6.69 As is demonstrated by the various scenario appraisals, the Amended Scheme does 

not meet appropriate developer returns for a scheme of this type with the inclusion 

of affordable housing and CIL payment.  

6.70 If the requirements for CIL are removed, the Amended Scheme generates a return 

on costs of 17.78% and a return on GDV of 15.62%.  Given the outline nature of the 

scheme in respect of Phases 2 – 4, with much detail including final numbers of 

dwellings to be established via the Reserved Matters process, this level of return is 

considered by the Developer to represent a viable arrangement to enable the 

scheme to progress. The Applicant has agreed to the principle of subsequent viability 

appraisals during the extended period of construction, for example prior to the 

submission of Reserved Matters applications for individual phases, and these 

reviews of detailed proposals will enable the overall viability to be monitored, with 

the possibility of additional affordable housing provision to be included in those 

subsequent phases of the scheme. Therefore, it can be confirmed that the appraisal 

for the Amended Scheme with the HIF Grant but with an exemption from CIL liability 

demonstrates a deliverable scheme given the level of detail proposed at this stage, 

with scope for this to be reviewed at appropriate trigger points to be agreed with 

NCC.   
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7. CONCLUSION 

7.1 The appraisal at Appendix 14 sets out the returns of the Amended Scheme in the 

context of the preceding assumptions.  

7.2 This complex regeneration scheme requires the application of policy in the context 

of constrained viability and public sector support to enable it to progress.  The 

scheme also requires funding from Homes England to progress the Development in 

order to support the required Local Plan JCS policy on affordable housing, and 

minimum returns required to progress the Development.  

7.3 The scheme is currently presented as including CIL liability, however the various 

scenario appraisals demonstrate that on that basis, the scheme cannot support the 

required returns and therefore the Applicant will be submitting a request to NCC for 

exceptional circumstances relief from CIL liability following the grant of planning 

permission should the Council have, by that date, adopted a policy to enable such 

relief to be considered.    
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 NORWICH HOUSE PRICES 
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 SUBMISSION SCHEME V1.00A – FULL HIF, NO 

CIL  
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 SITE PLAN 
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 POLICY COMPLIANT VAR A – FULL HIF, FULL 

CIL 
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 POLICY COMPLIANT VAR B – FULL HIF, NO CIL 
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 OCCUPATIONAL RENT COMPARABLES (CAR 

PARK DATA REDACTED FOR PUBLICATION) 
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 COMMERCIAL YIELDS 
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 CONSTRUCTION COST AUDIT 
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 BCIS PRELIMINARIES 
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 PHASING REPORT 
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 PHASING PLAN 
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 SUBMISSION SCHEME V1.00B– NO HIF, FULL 

CIL 
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 POLICY COMPLIANT VAR C – NO HIF, FULL CIL  
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 SUBMISSION APPRAISAL V1.00 – FULL HIF, 

FULL CIL 


