The Housing and Regeneration Agency

Date: 29 February 2024

Our Ref: RFI4522

Tel: 0300 1234 500

Email: infogov@homesengland.gov.uk

By Email Only

Dear I

RE: Request for Information — RF14522

Thank you for your request for information which was processed in accordance with the Freedom of
Information Act 2000 (FOIA). Please accept our sincere apologies for the delay in providing this response to
you. We recognise that the handling of your request has fallen outside of our standards and the time for
compliance in the legislation.

You requested the following information:

We also agreed it would be helpful to list some of the concerns raised by the VISTA group. As | said, | am
not directly involved, and will not be reporting back on any of our conversations.

¢ In the light of the Law Commission/CMA work on leasehold, the role of Morris Homes, and the
HCA/HE in the VISTA development has been high-lighted for many leaseholders. They have
expressed the negative impact of their purchase on their emotional and financial state.

e Given that leaseholders had to agree to the provision of recording mechanisms in some homes as
part of the VISTA Peterborough Development Carbon Challenge scheme, surely it is reasonable
for the results of the post development report to be published? Leaseholders have no way of
verifying the claims made by Morris Homes, and its partners (HCA, PCC) about this eco-friendly
development. Part of the attraction of the houses for some purchasers was related to the
advertised environmental features.

e As |l understand it, that information, with much else about the scheme’s objectives, the
relationship between the parties — agency, MH, Peterborough City Council, is contained within
that report. There is a clear public interest in its publication.
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e Why did the agency, a branch of government consider it acceptable to allow MH (Morris Homes)
to pay the agency £1 for each freehold, and then for MH to sell that freehold for £5k to Adriatic
Land5, who now are asking over £7k, plus fees, taking the cost to over £11k?

e Why did the agency not ensure leaseholders were given the option of freehold purchase? Many
were told by MH sales staff that would be an option, at a cost of £2-4k.

¢ Significant concern that the sales tactics used by MH may well contravene consumer protection
legislation under the Unfair Terms in Consumer Contracts Regulations 1999 (UTCCRs), 2008, etc.

e Why did the agency agree to onerous clauses in the lease, including forfeiture for non-payment of
Ground Rent, or estate service charges within 21 days? A strict interpretation of the relevant
clause means the leaseholder could lose the house for a debt of £16.50.

e Added to this is the likelihood that after 2037 ground rents will rise to over £250p.a. meaning
they become Assured Shorthold Tenancies, enabling even easier repossession by the landlord.

e Concern that the agency agreed with MH to the provision of estate charges meaning leaseholders
are not only paying council tax, but also these excessive charges — MH still own and run the
company tasked with providing facilities and include a c£30k admin fee each year.

e Why did the agency agree to private roads, with all the potential costs of repair, electricity costs,
etc being placed on leaseholders?

e Concern that the agency has not insisted that MH appoint residents to the Estate Management
Board, as is provided for in each lease.

e What is the agency’s ongoing interest in the development? Recent correspondence on the
provision of fibre broadband, adoption of roads, etc, blames delays, in part, on the agency —is
this correct?

e Why was fibre broadband provision not required by the agency at the time of development, in
line with government policy?

e As an agency of government what action has been taken in the light of the Law Commission/CMA
reports to apply moral pressure to developers, including MH to make good the injustices
experienced by leaseholders? Robert Jenrick said, 23/06/21, ‘l welcome their (CMA) efforts to
bring justice to homeowners affected by unfair practices...” He has also spoken of the agency’s
responsibility to provide a ‘secure place to call home’. Many on VISTA do not consider that
leasehold enables this security,

e Is the agency involved with any developer still selling homes with leasehold provision?

e Will the agency support residents in requesting PCC to adopt the whole estate, including private
roads, as has happened with some councils in other parts of the country?
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e Within the VISTA group there is an increasing push for action, including formal complaints to
Peterborough City Council, MH panel solicitors, to MH, to the CMA, the Law Commission, and the
Housing, Communities and Local Government Committee, and Chair, Clive Betts.

Response

We consider that some of the questions you have raised do not represent requests for recorded
information, and therefore fall outside of the FOIA. We recognise your interest in the matter and therefore
we have addressed, so far as we are able, these questions as a discretionary disclosure outside of the FOIA
later on in this letter.

We consider that your request for information relating to the post-development report falls within the
scope of FOIA. We can confirm that we do hold a copy of this information. Please find enclosed with this

response Annex A, a copy of the final project review for the Vista Development.

Some information within Annex A has been withheld from disclosure under section 40(2) and section 43(2)
of the FOIA.

Section 40 — Personal information

We have redacted information on the grounds that in constitutes third party personal data and therefore
engages section 40(2) of the FOIA.

To disclose personal data, such as names, contact details, addresses, email addresses and personal
opinions could lead to the identification of third parties and would breach one or more of the data
protection principles.

Section 40 is an absolute exemption which means that we do not need to consider the public interest in
disclosure. Once it is established that the information is personal data of a third party and release would
breach one or more of the data protection principles, then the exemption is engaged.

The full text in the legislation can be found on the following link:

https://www.legislation.gov.uk/ukpga/2000/36/section/40
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Section 43 - Commercial interests
Under section 43(2) Homes England is not obliged to disclose information that would, or would be likely to,
prejudice the commercial interests of any party.

The information requested relating to the finances of Morris Homes and the financial appraisal
methodologies of Homes England engages section 43(2) of the FOIA as it is commercial in nature and its
release would be likely to prejudice the commercial interests of Homes England and other interested
parties to the information.

Homes England has identified that the information requested, if released, would be likely to prejudice the
effective operation of the planning and enabling work of Homes England.

Section 43 is a qualified exemption. This means that once we have decided that the exemption is engaged,
Homes England must carry out a public interest test to assess whether or not it is in the wider public
interest for the information to be disclosed.

Arguments in favour of disclosure:

e Homes England acknowledges there is a general public interest in promoting accountability,
transparency, public understanding and involvement in how Homes England undertakes its work
and how it spends public money.

e Homes England recognises that a passage of time has elapsed since the information was created
which has reduced the commercial sensitivity of the report as a complete document.

Arguments in favour of withholding:

e The withheld information relates to a financial appraisal of Morris Homes and the Vista
Development. Release of information which contains detailed scheme information could make
homebuilder partners reluctant to bid for land if commercially sensitive information was put in the
public domain. This would not be in the public interest as it could result in Homes England
allocating funding in a way that did not accurately reflect public and local needs. This would put
public funds entrusted to Homes England by the government at risk;

e Disclosure would also undermine confidence in Homes England by the wider industry, which would
deter partners and developers from approaching us with proposals if they felt their sensitive
commercial information would be released. If revealed to a wider audience, it would affect future
negotiations for the same or similar services. Homes England needs to attract the developers who
will apply the funding we have provided to deliver the homes that the market needs. Developers
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would be deterred from working with us and accessing our funding if they thought that their
sensitive commercial and financial information would be disclosed, which would not be in the
public interest;

e The requested information also relates to Homes England’s appraisal methodologies. If the public
were aware of how Homes England assesses financial outcomes of a development site this would
be likely to negatively affect the ability of Homes England to rigorously and fairly allocate public
funds. If the information were in the public domain, third parties could distort or mis-represent
information in order to secure future funding applications. This would mean that decision makers
would not be able to make decisions based on an accurate or complete picture which would not be
in the public interest as it would be likely to result in misuse of public funds;

e Release of the information would inform future applicants of our assessment process that would
prejudice the quality of future applications/submissions for funding. There is a high likelihood that
release would result in the mis-allocation of public funds which would greatly impact the delivery of
homes and housing infrastructure, the funding of which has been entrusted to Homes England by
the government; and

e Homes England has been unable to identify a wider public interest in disclosing the information
requested.

Having considered the arguments for and against disclosure of the information, we have concluded that at
this time, the balance of the public interest favours non-disclosure.

The full text of the legislation can be found on the following link:

https://www.legislation.gov.uk/ukpga/2000/36/section/43

Discretionary Disclosure
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Right to Appeal

If you are not happy with the information that has been provided or the way in which your request has
been handled in relation to FOIA, you may request an internal review. You can request an internal review
by writing to Homes England via the details below, quoting the reference number at the top of this letter.

Email: infogov@homesengland.gov.uk

Information Governance Team
Homes England

Windsor House

6™ Floor

42-50 Victoria Street
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London
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Your request for review must be made in writing, explain why you wish to appeal, and be received within
40 working days of the date of this response. Failure to meet this criteria may lead to your request being

refused.

Upon receipt, your request for review will be passed to an independent party not involved in your original
request. We aim to issue a response within 20 working days.

You may also complain to the Information Commissioner’s Office (ICO) however, the Information
Commissioner does usually expect the internal review procedure to be exhausted in the first instance.

The Information Commissioner's details can be found via the following link:

https://ico.org.uk/

Please note that the contents of your request and this response are also subject to the Freedom of
Information Act 2000. Homes England may be required to disclose your request and our response
accordingly.

Yours sincerely,

The Information Governance Team
For Homes England
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Final report for Homes England addressing comments made on Draft report,
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Refer to report

This Advice was prepared by RaUP) and approved by P

Homes England
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The Advice has been prepared In accordance with the terms of our engagemeant dated 08 Aug 2013,

Thes Advice = confidential to Homes England and is subject to the restrictions on use specfied in cur Terms and Conditons / Contract.
Therefore you should not, without our prior written consent, refer to thes Advice for any other purpose or disclose it or make 1 avaliable to
any other party.

No party other than Homes England Is entitied to rely an gur Adwvice for any purpose whatsoever and we accept no responsibitty or liabiey to
any ather party in respect of the contants of this Advice
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Introduction
Following completion of the Vista development we have been
instructed by Homes England to complete our Final Review

In accordance with our appointment dated 8™ August 2013 we committed to undertake the works forming the Final Review on
project completion in accordance with clause 3.0 of the engagement letter (see appendix):

+ Review and comment on end of project appraisal and accounts produced by the Developer for determination of Overage
including commentary on the accuracy and completeness of total project costs comprising construction, professional fees and
impact of phasing, as prepared by the developer.

In addition Homes England requested that we address the following specific point during our review and report:

« “..specifically check that the final reconciliation for scheme revenue includes the receipts for the disposal of the freehold
interests here as all the properties, including houses as well as blocks of flats, were sold on the basis of 999 year leases. Morris
have subsequently sold the freehold interests on at value and it is important that this income is explicitly referenced in your
analysis of the scheme appraisal.”

We have undertaken our review on a desktop basis based on the information provided by Morris Homes together with responses
to our queries. As part of our assessment of the final project appraisal provided by Morris Homes we have compared the final
costs to the ‘commencement appraisal costs dated 18.01.13" which formed the basis of our Initial Report dated 10 June 2015.

In accordance with the agreed scope we have reviewed and commented against the information provided however this report
does not seek to provide Homes England with total assurance the costs and revenues stated by Morris Homes are those incurred.
To this end we have not undertaken the following;

F
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Summary of Key Findings

Following our review we highlight the following key findings
taken from the detail of the report together with our

observations and a rating.

Report Deloitte Observation Rating
Reference

General

Revenue #1

Revenue #2

Revenue #4

Morris have provided the documentation we have
requested to substantiate the costs and revenues stated in
the final project appraisal.

Where requested spreadsheets have been provided which
schedule total supplier invoices that equate to the total
costs stated.

A schedule of sales receipts per dwelling has been provided
which substantiates the total revenues included in the final
appraisal and shows values against all units on the site.
No back-up was provided to substantiate the finance costs
stated.

The schedule of sales receipts provided by Morris totals
M. The schedule provided did not refer to
receipt of the Grant Funding that had been originally
identified.

Excluding the Grants the sales receipts totalled

which equated to an average sales price of per
square foot. This compares to the appraisal assumption of
per square foot allowed for in 2013.

Receipts of W are included in the revenue
schedule under the heading ‘Ground Rent’.

Comfortable

Not Comfortable

Rating of information provided

Further verification possible

The information provided appears to substantiate the final appraisal position
stated by Morris Homes and included in this report. The costs are reported
against known headings from the commencement appraisal.

We have verified that the final project margin stated is correct when
considering costs incurred and revenues received.

Whilst schedules of invoices have been provided as back-up to the costs
incurred it should be noted that under the scope of this review we have not
independently checked or verified these invoices.

Whilst no back-up was provided behind the finance charges the costs
advised in terms of percentage of costs benchmark well against other
housebuilding organisations.

Morris have confirmed that part of the grant funding is included within the
dwelling sales values specifically the HCA Affordable Grant of and the
PCC Affordable Grant [

The B¥E Regeneratlon Grant’ has been included within the *Costs’ part
of the appraisal as a negative amount for what Morris explain as accounting
reasons which they advise was verified by KPMG, and that if these costs
were moved it would not affect the overall appraisal output in terms of
profit.

Whilst this grant was originally shown as being a receipt the fact that it is
now shown as a negative cost means that from accounting perspective the
statement by Morris is correct.

We have transferred out these costs and moved the ﬂgrant to revenue
for comparison purposes. It should be noted that this cost is included at
W which is below the assumed.

In addition to the transfers for grant funding we also transferred P
from the costs section for ‘Sales Costs’. These costs relate to incentives or
upgrades that Morris agreed with purchasers. Whilst Morris are correct in
recording this as a cost for comparison purposes we decided to offset these
specific costs against the revenue to understand how these arrangements
affected the project income.

Based on the sales receipts stated the actual income in only
foot above the 2013 assumption equating to a ? rise whi
general reported house price movement during that period.
However we have sought the verify the sales receipts recorded for the
scheme by reviewing a sample of plots and comparing to the records on
the Land Registry considering any incentives offered to the purchasers by
Morris Homes. Our review (included in Appendix B) shows the sums stated
by Morris for those plots are correct and so we don‘t recommend any further
action.

per square
is below the

Morris have explained that these costs relate to the sales of the freehold
interests of the plots / site.
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Summary of Key Findings Ctd.
Following our review we highlight the following key findings

taken from the detail of the report together with our
observations and a rating.

Construct #2 - Costs have increased in overall terms, combining all - It is difficult to assess this movement against industry recognised indices as
headings above by. the project has been built progressively over a 5 year period and therefore it

is difficult to select a point at which to uplift costs. However if we were to
look at the BCIS tender price indices from Q1 2013 (commencement
appraisal) and the mid point of the development Q3 2015 this would suggest
a increase in costs OP well above what was actually seen.

- On that basis it would appear Morris have built cost effectively, however
some of this difference can be explained by the fact that no all costs within
this section are true construction (e.g. services diversion) and we would not
expect those elements to be subject to the same price fluctuations.

LS. 43

Margin #1 - The final margin calculated deducting costs from revenue - The margin has reduced from the amount forecast in the Commencement
including Grants is BEEJI which is BEEJ profit on appraisal by BEEJIl] and has fallen in percentage terms from SEEJ to
costs. s. 43

- Our original report stated that the margin forecast at commencement was
well below the we would expect on a development of this type.
- The final margin position means our original position still stands

e combined construction cost movement (adopting Deloitte transfers) was

an increase ofm on a total cost of P which equate to
a movement which is not an unreasonable movement for
developments of this type considering this movement covers both
procurement gains/losses, contingency spend and build cost inflation during
the project period which has been significant.
- The combined non-construction cost movement (adopting Deloitte transfers)
was an increase of FiE] on a total cost of FiE] which equate
movement k]

. n order to gain er comfo at the final margin stated by Morris Homes
is accurate there are some areas that Homes England way wish to assess in
more detail however in our opinion it is unlikely this would lead to a change
in the overall position.
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Detailed Review
The final development appraisal provided by Morris Homes

confirming a final project margin of EEI is shown below.

Revenue « Net Sales Price (including Grants)
Ground Rent s. 43
Total Revenue (excluding Regeneration Grant) s. 43
Costs - Site Development s. 43
Development Abnormal s. 43
Foundation Abnormal
House Build (Including External Works) s.43
Under croft to apartments Included
Zero Carbon - Allowable Solutions Included
Monitoring Costs Included
CIC Set-up Included
Preliminaries
Sales Costs E]
Fees
Finance Costs s.43
Total Costs (including Regeneration Grant) s. 43
Total Margin E]
Margin as percentage
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Detailed Review
A comparison between final appraisal and commencement

appraisal dated 18.0113 is

identified in the table below.

Revenue Net Sales Price (including Grants) s.43 s. 43
Ground Rent s.43 s. 43
Total Revenue (excluding JEE] Regeneration Grant)
Costs Site Development
Development Abnormal
Foundation Abnormal s. 43 SE]
House Build (Including External Works) s. 43 s. 43
Under croft to apartments Included
Zero Carbon - Allowable Solutions Included
Monitoring Costs Included
CIC Set-up Included
Preliminaries BE] s. 43
Sales Costs s. 43 s. 43
Fees 43

Finance Costs
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Detailed Review
For our detailed review we have transferred costs between

categories to ensure we are comparing on a like for like basis.

Final Appraisal Variance adjusted
adjusted by Deloitte appraisal /
£ Commencement £
Revenue » Net Sales Price (including Grants) s. 43 s. 43 s. 43 s. 43
Grant Funding s. 43 s. 43
Ground Rent
Total Revenue
Costs - Site Development
Development Abnormal
Foundation Abnormal
House Build (Including External Works) s. 43 s. 43 s. 43 s. 43
Under croft to apartments s. 43 Included Included E]
Zero Carbon - Allowable Solutions Included
Monitoring Costs Included
CIC Set-up Included
Preliminaries
Sales Costs s. 43 s. 43 s.43 s. 43
Fees s. 43 E) EE) E)
Finance Costs
Total Costs
Total Margin
Margin as percentage s. 43 s. 43 s. 43 s. 43

[
[
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Review of Project Revenues

Commencement| Final Appraisal - Morris Deloitte Transfers Final Appraisal - Variance
Appraisal 18.01.13 Adjusted by Deloitte
£ £ £ £ £

Revenue

Sales - Private / Affordable E] E) X R
Freehold Sales - Private 0 E] .
Freehold Sales - Affordable 0 s. 43 0 .

Grant Funding
43

s. 43

Net Sales Area sqft

Average Sales £/sqft (excl funding / ground rent
/ Incentives)

Reven « The schedule of sales receipts provided by Morris totals = Morris have confirmed that part of the grant funding is included within the dwelling
ue #1 F The schedule provided did not refer to receipt sales values specifically the HCA Affordable Grant of and the PCC Affordable
of the Grant Funding that had been originally identified. Grant
- The ‘Regeneration Grant’ has been included within the ‘Costs’ part of the
appraisal as a negative amount for what Morris explain as accounting reasons which

they advise was verified by KPMG, and that if these costs were moved it would not
affect the overall appraisal output in terms of profit.

- Whilst this grant was originally shown as being a receipt the fact that it is now
shown as a negative cost means that from accounting perspective the statement by
Morris is correct.

= We have transferred out these costs and moved the grant to revenue for
comparison purposes. It should be noted that this cost is included at
which is below the @ assumed.

- In addition to the transfers for grant funding we also transferred _ﬁom
the costs section for ‘Sales Costs’. These costs relate to incentives or upgrades that
Morris agreed with purchasers. Whilst Morris are correct in recording this as a cost
for comparison purposes we decided to offset these specific costs against the
revenue to understand how these arrangements affected the project income.

Reven » Excluding the Grants the sales receipts totalled - Based on the sales receipts stated the actual income in only per square foot
ue #2 [l which equated to an average sales price o per above the 2013 assumption equating to rise which is below the general
square foot. This compares to the appraisal assumption of reported house price movement during that period.
per square foot allowed for in 2013. - However we have sought the verify the sales receipts recorded for the scheme by

reviewing a sample of plots and comparing to the records on the Land Registry
considering any incentives offered to the purchasers by Morris Homes. Our review
(included in Appendix B) shows the sums stated by Morris for those plots are correct
and so we don't recommend any further action.

Reven = Grant funding included totals compared to - Difference relates to amount for Regeneration Grant. We would require Morris
ue #3 original budget of Homes to explain this difference however the amount is small.

Reven - Receipts ofm are included in the revenue - Morris have explained that these costs relate to the sales of the freehold interests of
ue #4 schedule under the heading ‘Ground Rent'. the plots / site.
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Review of Project Costs - Construction

Commencement] Final Appraisal - Deloitte Transfers Final Appraisal -
Appraisal 18.01.13 Morris Adjusted by Deloitte

Variance

Costs - Construction

Site Development

Development Abnormal
Foundation Abnormal

House Build (incl External works)
Under croft to apartments

Sub-total Costs - Construction

Cost per square foot (Net sales area)

s.43
s. 43

£

Const S
ruct
#1

Const .
ruct
#2

Const .
ruct

Costs for the construction headings as identified in the table
above total _as shown in the Morris appraisal.
There were no costs identified in the final appraisal against

the heading ‘Under croft to Apartments’.

Costs have increased in overall terms, combining all
headings above by SEEJY

Site development costs alone have risen by toa

total of after transfers.

As part of the transfers carried out to assist our review we have adjusted the
construction costs to reflect moving costs relating to rainwater harvesting from
Foundation Abnormal to Site Development BEEJll and the Development
Abnormal section increased by to reflect moving the negative value for
the Regeneration Grant to the revenue section. See previous page.

In making the transfers the total construction cost when compared with the budgets

included in the commencement appraisal rises to showing an increase
of &S

It is difficult to assess this movement against industry recognised indices as the
project has been built progressively over a 5 year period and therefore it is difficult
to select a point at which to uplift costs. However if we were to look at the BCIS
tender price indices from Q1 2013 (commencement appraisal) and the mid point of
the development Q3 2015 this would suggest a increase in costs of SEEJ} well
above what was actually seen.

On that basis it would appear Morris have built cost effectively, however some of
this difference can be explained by the fact that no all costs within this section are
true construction (e.g. services diversion) and we would not expect those elements
to be subject to the same price fluctuations.

Assessment of the detail shows these costs have increased in 2 main areas namely
the hard landscaping (circa and the introduction of rainwater harvesting (circa
%whicﬁ was not allowed for in the commencement appraisal.

e have been advised by Morris Homes that the hard landscaping element is due to
the extent of paved surfaces being more extensive than originally envisaged and the
specification required of a higher standard. Without doing a detailed comparison and
check of the original assumptions and as built records we are unable to verify this
however the invoices provided to prove expenditure reconcile to the amounts stated.
The introduction of rainwater harvesting is a new scope item and from the invoices
provided we are assuming this was incorporated into the scheme and that the
supplier invoices are correct.

Given the amount of increased costs associated Homes England may wish to review
these costs in detail however it is unlikely that would result in the position changing.
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Review of Project Costs Ctd. - Construction

Commencement] Final Appraisal - Deloitte Transfers Final Appraisal - Variance
Appraisal 18.01.13 i Adjusted by Deloitte
£

Costs - Construction
Site Development . . . .
Development Abnormal .
Foundation Abnormal

House Build (incl External works)
Under croft to apartments

Sub-total Costs - Construction

Cost per square foot (Net sales area)

Const « Development abnormal costs have reduced by S¥E} to = We have been able to reconcile the final costs against the original budget allowances
ruct a total of BEEJN after transfers. to understand the totals reported.
#4 - The overall decrease is largely due to significant underspends on soft landscaping

and site fencing & retaining walls. These account for savings of approximately

. setting theses savings are some additional costs relating to demolition,
earthworks and the remediation of the site. These costs increased by approximately

- Finally costs relating to ‘POS works and play equipment’ have been incurred of
approximately which was not included for in the commencement appraisal.
= A schedule of invoices have been provided for all costs.

Const - Foundation abnormal costs have increased by EE] to « The budget allowance included in the commencement appraisal was based on an
ruct a total of SEEJ after transfers. average of BEEY] per dwelling to cater for piled foundations in lieu of traditional pad
#5 foundations.

- In reviewing the final appraisal we have assessed a full schedule of piling costs
together with costs for constructing raft slabs for ground floors which had not been
allowed for at the budget stage which appear reasonable.

= A schedule of invoices have been provided for all costs.

Const = House Build costs including external works directly relating » Costs relating to the external works have increased by and look reasonable.
ruct to the plots together with the apartment construction has = The house costs have increased by approximately mdw represents and
#6 increased by BEEJJ] when you combine the budgets increase of FCE]
included in the commencement appraisal for House Build = As with the revenue it is difficult to comment on the timing of when these costs
and under crofts. where incurred in order to inflate the original allowances to compare with inflation

indices however for analysis we have uplifted to mid-point Q3 15.

= BCIS tender price indices show an increase between Q113 and Q315 of 15.8% which
compares favourably with the Morris Homes position.

= A schedule of invoices have been provided for all costs.
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Review of Project Costs — Non Construction

Final Appraisal -

Variance

Commencement] Deloitte Transfers

Appraisal 18.01.13

Final Appraisal -
Adjusted by Deloitte
£

Costs - Non Construction

Zero Carbon - Allowable Solutions
Monitoring Costs

CIC Setup

Preliminaries

Sales Costs

Fees

Finance

Sub-total Costs - Non Construction

Non A calculation was included to formulate the allowance in We assume the costs stated are all applicable to this heading and therefore cannot
Constr the commencement appraisal. In the final appraisal actual comment on the accuracy.
uct #1 costs relating largely to section 106 costs are included As they form section 106 costs we assume Peterborough City Council can confirm
which in total equate to BEEJI which is an increase of receipt of the sums stated.
s.a ]
Non An allowance orm was included in the We have no comments to make on these costs.
Constr commencement appraisal for monitoring costs relating to
uct #2 the development. The final costs incurred were SEEJI
representing a saving of BEENIEEN
Non An allowance of was included for CIC Set-up, No No comments.
Constr costs have been allocated against this heading.
uct #3
Non Preliminaries have increased by BEEJI the total cost These costs have increased significantly since commencement appraisal although we
Constr incurred is BEENIIEEN stated in our initial report that we felt the included was well below what
uct #4 we would have expected.
Final costs incurred equate to of build costs which is close to where we would
expect for a development of this type.
A schedule of invoices have been provided for all costs.
Non Sales costs have increased by BEJJJj to a total cost of Sales costs relate to staff, show homes, signage and all other related costs.
Constr after transfers. We assume the costs incurred are relevant to this project however we are unable to
uct #5 verify that as part of this review. Homes England may wish to investigate these
costs further.
A schedule of invoices have been provided for all costs.
Non Professional fees have decreased by to a total of Total fees equates to of costs which is reasonable for a development of this
Constr s. 43 type.
uct #6 A full breakdown of fees by supplier has been provided.
Non Finance charges were included in the commencement Morris have stated that whilst the overall figure is the financing charges over
Constr appraisal at . Final costs equate to. the period have been closer to . Our initial report suggested was usual for
uct #7 volume house builders.
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Review of Project Costs — Margin

Margin- %

| Ref | Finding | peloittc Comment / Observation

Margin - The final margin calculated deducting costs from revenue - The margin has reduced from the amount forecast in the Commencement appraisal
#1 including Grants is BEEJI which is 3EEJ profit on by m and has fallen in percentage terms from [5 to
costs. - Our original report stated that the margin forecast at commenoement was well

below the we would expect on a development of this type.

- The final margin position means our original position still stands although clearly this
project has carried some significant additional costs that had not originally been
provisioned for both in construction and non construction elements.

- The combined construction cost movement (adopting Deloitte transfers) was an
increase of F on a total cost of M which equate to a
movement is not an unreasonable movement for developments of thls type .
considering this movement covers both procurement gains/losses, contingency
spend and build cost inflation during the project period which has been significant.

- The combined non-construction cost movement (adopting Deloitte transfers) was an

increase of B¥E] on a total cost of J¥E] which equate to a S¥E]

movement K]

- In order to gain further comfort that the final margin stated by Morris Homes is
accurate we have identified some areas in this report that Homes England may wish
to examine in further detail.
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Deloitte.

Dt 41020 IS B
Homaes and Commurites Agancy i

Bisiress Exchenge 1

406 - 412 Mdsummer Boslevard

Congral Mitan Keymo:

ViKS ZEA

Vista Development, Petarborough — Fee Froposal

0 o hrief e '] with Morris Homes &t thei ofioes on 5tk
Decomber 2012 sdour wo heve ph In aubmittirg our oo preposal forthe
(oSt SOpE of SHvices.

S0sed on recert doeuos ore wo confim 1l cur reporte will bs zeddrocsac 10 tha HCA, Mo Homes,
AN PERDEOLY Gy Counct (PCO) Towerel, 0 aoibnes L wil b sy wih e HOA. Meeso refer
‘o appandix Afor Bancfcary Aczats AJreoment igtiers with PCC and Noris Homes shouid thay ba
required

Projsct Scope and Dijectves

FCOWNG e DINTNG W BISENg I1e ODRCT1ES OF CUT IIVOvernent dre genelly 25 folans

« Prosdaan &N 3c2BCY of 1he Iranca
apraed previded by tha Develosar (Marms Homes),

Advice whathar boat vaLa is bong sthiovec through tho pracece, indisirg \euiew of
agreemont

coratructisn acots sné

= Capture ond repart on any Lpciates or chianges i the DRUjoct progreses.

Wrhen it i Vinrabes Lsret

Deloitte.

Scope of sur Services

OUF BCOON OF 6 VICES W DG D01 ML 11 SEag0s namoly, NG TGl roview, reguiar & monthly interm

reviens ard then a fnal review on proled conpletion. We wl be URishg st wih dferen soucialams

WILIn e Susinass 1 dasvar 1ha ouiput jou raquine on sach 28309 of 1o projact. We have outined.
pacialy ths e who wil bei ve erciase thar CV's for your atienfion.

O s of sevices will cormpise the ilowng:

10 insat Review,
¥ Atihe culse of the project devicg @ ayee ihe contant andformat of our el intetm asd
firal roportc.
> e o tarecast tetal projact
e faes of phading, s¢ prepord by the
doraicger.

v

Rewiew and comment on the cost impact reporisd by the Develaper Sor he change fram Code for

Sustainable Homaee Lovel € to Zoeo Carbor.

> Rovew nd comment on 1he open-beok” e
Develoger. Tres would onial rovew of subconkact coats. consulant appoiniments, supplier
arters, mvclces a7 ey OTYT recardsd Cus.

- ita high leval The Inancial umnd and viability prosided
by the Develper, W d ha sales are wel a
there: you srv nict

us As zuch ws wil provid o fhe rice History
ad prices €3 flom whe we thiak &1 compamte schanas

» the '] wthods and camtracts sed th vales for
muney of such arngemens.

> commvent porinen In mopedt of he imerns o
the akng to "

r FEsew g Joviss (e HUA wchevad, (29,

Dexgn & Quaity Standarde; cu:fu&unndclb—a BRECAM. HOl wh ) and the mcouracy
of be oosl impdications siated by fe devedoper

20 Imefim (& Vonth| Ravews;
= Review aid sofinert on eny Cungs: sdrssd by e Devalopen 10 Cosin, vales wnd 1eyentes
Incudec in ®e previces & rranth pesicd.
- [y changes i 10 ape uded in the previous 3
werth fercd

10 Final Favlow (00 projset sampiation )

= Nwmmmmwdmmmﬂcdmmhhbwdmuh
N& accuracy and completaness of oial
prejoct mmuq construston, professional Mes axd impect of phasing. asprepared oy
e developer,

Deloitte.

Cllent Respossibiities
Durdslivary of the afcrementoned savwoes i dapandant upon ol afoiemantor«d partes providing us st
e Dutses o the guesied, and Wil respord (e Sty
marner b oy 040U The ChrSTOn 1 1he

that ronkiad 4,71 3n INal briafing meeting! ste

Irsgestion we wouki expect o further copies of rdsvant dowmsnlalion 10 be saund © ua skher
mlectrericaty of hasd copy by poal.

s projosal we W e e ©
mmhmkn uumhmmlmnmwmum‘dmunmﬂm

*  Full copy of ske any backo it i included.
*  Dosign cocamentarion (floar plans, devalons c.)

«  Proposed Intcrmal speatcation for cach prpady trpo

«  Build voet cebmato

*  Copiss of cast reports

*  CGoples of su-centracts placed | supslier ordess | Invaices

& SaViEs bask-up epons for sakes values Indudihg compasaile schares issessad

. of chargss from orgir y @ cost ampact

Tiweacele

o unciertand from 13 brist tNat In3 Intial Teport |5 sequired 10 cover e perioc up B 315 March 2013,
Or the basis our work commences in Mid October 2013 wa can confirn thet thoinilial repcrt Wi be
Cconvpiated and IS5Ud by MiD Novernber 2013,

The 6 month repart dates can be agreed following ubmission of tha litial opor nowowar 40 wouid
e Lodated informasan foe thae roviews 1o be issusd 1o us no latr thn 2 waska prior fo raport
iseo dam

Rocpomslollity for Soniese

wil b2 prircpely o and wil co-ordirets and
18808 I GVerA| MEPOMT. A SONOI JIVAYOT In My am Brlan Hassion wil Lnderise e resees of

coslrucion cos! eshimeles, procuserent. and the cosé lor charghs 15 h 2pasfizatsn.

Out mumbers of s toam ans their arece of €.potioe are 63 13lwa, he team nomiare Tropowec e at
Director and Senior Surveytr level which we consids! aporpriats for this type of revisw.

Bngn Hesplon Senor Saveyor - Bran 18 & senior sunayor within thi cost consutancy e andis
e fe thha chiey b clry of & numbee of maideniol load schores. His acGiam
15 provigng Intiel 051 aivice snd lsncing gesgn tased on oot conslderations.

3

19




RF14522 - Annex A

Engagement Letter

Deloitte.
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Analysis of Sales Receipts

As part of the final project review we have reviewed a sample of Plots within the development in order to verify the Net Sales amounts recorded in the Final Appraisal by Morris
Homes for those Plots. This review has informed our overall observation on the project revenues recorded.

The table below illustrates our analysis showing the Sales Price recorded on the Land Registry which we have verified and then the net sales receipt recorded in the Final Appraisal after
consideration of the incentives that Morris Homes agreed with individual purchasers which we have also verified using the Sales Authorisation Schedules provided by Morris Homes.

On the following page we have included a selection of the screenshots taken from the online Land Registry information used as part of the verification process.
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Analysis of Sales Receipts

HM Land Registry Open Data

e Prica indes  Price PaidData 5

Search results

Found 1 transaction for 1 property by searching for. buikdng name of no. maichis T €

v ot @ postcods makches PE2 8BNS Q)

sample 100 resuits.

I ey - o |

HM Land Registry Open Data
@ UK Housa Price Index  Price Paid Dats 513

@ HM Land Reglstnr Open Data

ndex  Price Paid Data Standard reports  8PA

Search results

Found 1 transaction for 1 peoperty by searching for mmmmm‘i‘ﬂ
strnot matchas Hawkstill Way. - ©

PEZENS ©

1 Hawksbill Way, Peterborough, PE2 BNS

Transaction history Detailed address Attributes Transaction history Detailed address Attributes
4 memn el poiat. """":: . proparty bypo - dotached & anein 2RI & . mr:" " piopelty hype  detached
streal Hawkosbil Wary ostate ype loasahokd shoel Hawhshll Way wstale lype  leasehold
fown Petiseborough 2 town Petorborcugh s
wr::r Gy o il dessict Gty OF i i
Peterbormugh & Pratéitoiough 8
county City OF a county City OF -
posicods PE2 BNS posicods PE2 BNS
HM Land Fleglst.rg,lI Open Data
C HH Land Registry Open Data UK House Price Index  Price Pald Dsta  Standard re,
| + Price Pakd Data 10

Found 1 ransaction for 1 property by searching for. bulkding name o no. matches 177 Q)

Search results

stroo! matchos Hawicshdl Way, € town matches Palarborough € postcodo matches PEZ BNS' @

Cusmont saiocson: sample of (st most) 100 results.  Sokect ixsinad

177 Hawksbill Way, Peterborough, PE2 BNS

Transaction history Detailed address. Attributes. Transaction history Detailed address Attributes
@ Eusding nama or 177 T
A 20150823 ENaTH0 o proparty bypo - detached A 0150520 £204.750 & busiding nalru::: %68 proparty type
strool Mawkstall Way wstate fypo leasehold strool Hawksbill Way oeskalis type
o Patuiborcugh -
budd? Paksticrtugh
it City OF i e o e bulkd?  yes
a district Cty Of
courty City O Peterborough @
a county City Of
posicode PEZ BNS Peterborough &

(S [ |

5 Hawksbill Way, Peterborough, PE2 B8NS

e [ e [

Cunant soloction: sample of (st most) 100 results.  Selact instand m [ar]

Search results

=y

Found 1 transaction for 1 propety by searching for: - bulkding name of no. malches 265 )
‘sireet malches Hawkstill Way..* @) town malchas Peterborough' € pasicods matches PE2 BNY @

68 Hawksbill Way, Peterborough, PE2 BNY

posicode  PE2 BNY

R R o (o

Cusront soloction: sample of (st most) 100 results. Seloct instond. | s of st mo 1000 et

Found 1 transaction for 1 peoperty by seaching for.  bulding nasme of no. maiches ‘15 €
stroat maiches Hawkstdll Way. ' Q) town maiches Patarborough’ € mmﬁzwso

most) Selact inSI0aq: | wampl of il met 1000 v - |
15 Hawksbill Way, Peterborough, PE2 BNS
Transaction histery

Search results

B o)

Detailed address Attributes

A 080624 £20750 Buliciog name of 15 proporty type  somi detachod

wstalo type  loasehold

i Eudd?  yBs

county City Of
Petortorugh 8,
posicode PE2 BNS

HM Land Raglsn'y Open Data
ce index  Price Pald Data  Stands

Found 1 transacton for 1 peoperty by seasching for.  bulding name of no. malches 235 €
siroal malches Hawkstdl Way. * @) kown matches Pelermonugh’ @ posicode matches PE2 BNY @
Curee seloction: sample of (st most] 100 results, Seloct instoad: | sampie of s mast) 108 sesats | | o8 et

&

Search results

238 Hawksbill Way, Peterborough, PE2 BNY

Transaction history Detalled address Attributes

budkding rame or 238
o
strool Hawisbill Way
town Patarborough
distict City Of
Pateraorough &
county City OF
Peterborough @
posicode PEZ BNY

A 20160324 ENOTH0 peoparty hyes  semi detached
eslate hpo  leasshold

now bud?  yes
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