
 

 

Viability Narrative Report 

 

SUE's – Route to Delivery 

 

Prepared for 

North Northamptonshire Joint Planning Unit 

January 2015 



 

 

 2 

Contents 

1 Introduction 3 
2 Basis of Appointment 4 
3 Methodology 10 
4 General Residential Market Commentary 13 
5 Settlements 17 
6 Generic Viability Improvements 36 
7 Summary / Conclusions 41 
8 Follow up with Developers 51 

 

 

 



 

 3 

1 Introduction 

BNPPRE have been appointed by the North Northamptonshire Joint Planning 
Unit to undertake a market appraisal and interpretation of the developability of 
major Sustainable Urban Extensions (SUEs) in order to inform the review of the 
North Northamptonshire Joint Core Strategy. 

Our report is based on data collected from Northamptonshire viability 
assessments where this information is known but, because of contractual 
commercial sensitivity, source data is not quoted. This report is our own 
independent review of the available information and does not necessarily reflect 
the views of the local planning authorities or the promoters of the SUEs. 

1.1 Overall aim of the report 

The aim of the report is to set out, in viability terms, how the developers 
promoting the SUEs will be able to implement the developments, having regard 
to Viability and Community Infrastructure Levy (CIL) work that has been 
undertaken by a separate BNPPRE specialist Affordable Housing team.   

It is our understanding that the developers promoting the urban extensions are 
actively promoting each SUE.  It is anticipated that promoters will raise viability 
concerns due to likely cost and infrastructure requirements that inevitably are 
required to deliver major SUEs.  Developers are promoting and marketing the 
proposals through the planning process which suggests that the schemes may 
be deliverable and that there is hope that any viability concerns in the short term 
could be overcome by the time of implementation.   

Our role will therefore be to: 

 consider the baseline development appraisals of the schemes (where 
we have had access to appraisal of the sites and / or developers have 
submitted viability arguments to the relevant local authorities),  

 review these in the current market (and how market changes over time 
may provide positive changes and uplifts in value or where identified 
costs can be reviewed to reduce the burden on schemes as the 
promotion of the schemes head towards the implementation date). 

In summary, the narrative in our report aims to set out how developers will 
continue to promote these sites in the absence of evidential viability, at this 
point in time, and how the viability concerns can be overcome. We anticipate 
that the 5 year land supply can be agreed with promoters as, in our experience, 
they will be keen to deliver revenues from house sales to offset promotion costs 
at the earliest opportunity. The opportunities to create additional value 
combined with flexibility in the planning process outlined in this report will assist 
in providing certainty as the applications proceed through the planning process. 
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2 Basis of Appointment 

The basis of the appointment of BNPPRE to undertake this report is set out in 
our letter of 2nd October 2013 whereby the SUE’s are confirmed and the 
approach to be undertaken is set out. 

The sites of concern are as follows: 

■ Larger SUEs, designated through the adopted (2008) Core Strategy: 
■ Corby – Priors Hall 
■ Corby – Weldon Park 
■ Corby – Corby West 
■ Kettering – Kettering East 
■ Wellingborough – Wellingborough East (Stanton Cross) 
■ Wellingborough – Wellingborough North (Upper Redhill) 

 
■ New major SUEs or settlements, proposed through the emerging Joint Core 

Strategy (JCS) review: 
■ Rushden East – (Unallocated site) 
 

BNPPRE have not been asked to undertake detailed development appraisals 
for each of the SUEs.  The basis of our appointment is to review previous 
appraisals where we are aware or have access to them.  Where commercially 
confidential, any sensitive data will be withheld and cannot be made public but 
will be taken into account and interpreted as Northamptonshire averages where 
this relates to both development values per square foot and relevant build costs. 

We will also make reference to negotiated Section 106 settlements where we 
are aware of relevant discussions.  Again as with the quotation of development 
values and build costs, where these are commercially sensitive we will be 
averaging Section 106 costs where negotiations have been successful in order 
to objectively assess viability for development schemes of a similar nature to 
those being appraised for the SUE work.    

Where the adoption of the CIL rate is more appropriate this will be used. 

I set out below the objectives of our report which are providing: 

■ a brief market opinion as to the strength of residential development in 
Northamptonshire area. 

■ averaged costs and values in support of implementation. 
■ a narrative as to how the schemes will be phased, implemented and values 

improved over time. 
■ commentary on discounts, land deals and deferred mechanisms of cost and 

value control. 

We have produced baseline development appraisals for each of the core 
settlements based on this high level information. The appraisals are influenced 
by information provided by the relevant local authorities for each of the SUE’s 
and have included the following: 

■ Section 106 information. 
The 106 information is a mixture of onsite, offsite, shared and targeted 
requirements. 
 

■ Affordable Housing Targets and Tenure splits 
Where outline consents have been detailed enough to provide housing 
tenure breakdowns, this has been assessed. Where the information is a 
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high level summary we have used in our breakdowns discounted values 
accordingly.  For Affordable Housing, we have used policy targets as a 
starting point, particularly adopted Core Strategy Policy 15.  
 

■ Unit Typologies 
As with Affordable Housing above, the outline applications tend not to   
contain on a consistent basis a detailed breakdown of the unit typologies 
(e.g.  breakdown of 5; 4; 3 beds, etc.).  We have therefore, in order to 
maintain a degree of consistency, used generic values as appropriate.  
 

■ Strategic Infrastructure 
Where sites have specific infrastructure apportioned to them which is 
directly provided by the scheme this has been taken into account.  Where 
infrastructure may be deemed to be shared, this has been apportioned 
accordingly.   
 

■ Growth Assumptions 
Separate BNPPRE reports have been undertaken for the four local planning 
authorities to consider the level of CIL contributions.  Growth assumptions 
have been scenario tested within these reports and this narrative for 
implementation of the SUE’s has taken into account a potential range of 
growth assumptions for consistency. 
 

■ Fixed Costs 
Where we are advised by each of the local authorities of fixed contributions 
which are non-negotiable due to their absolute need to mitigate planning 
impact and to maintain policy compliance these have been fixed.  We have 
aimed to fix as many costs as is possible in order to determine the impact 
on Section 106 and Affordable Housing.  
 

2.1 Context of CIL and local plan viability assessment 

The North Northamptonshire Joint Planning Unit commissioned a Joint Core 
Strategy (JCS) viability study by BNPPRE in December 2013.  The aim of the   
study was to test the ability of a range of development types to viably meet 
planning policy requirements within the JCS.  The study was undertaken within 
the context of the requirements of the National Planning Policy Framework 
(NPPF) and the Local Housing Delivery Group Guidance ‘Viability Testing Local 
Plans’: Advice for Planning Practitioners’ (June 2012).  The BNPPRE team 
utilised residual land value method of calculating the value for each 
development typology.  The methodology was to consider growth scenarios and 
cost assumptions to arrive at land values and consider whether these were in 
excess of the benchmark land value.  Where the results were in excess of the 
benchmark land value it was judged that the policy requirements could be met 
or, alternatively, they would not adversely impact upon development viability. 

The report further tested the CIL rates to be applied with emerging policies.  
The results of the study were reflective of the current market conditions 
although an assessment was made of how land values had changed over the 
lifetime of the recession and peaks of 2007.  In that regard the team tested the 
impact of sensitivity analysis on medium term growth for East Midlands 
markets.   

The team varied the base sales values and build costs, with values increasing 
by 24.6% and costs by 10%, which also reflected the growth predicted by 
Savills in their Residential Property Focus Report Quarter 4 2013. This growth 
projection has also been applied to within the CIL study. This has since been 
reiterated in the Savills Quarter 1 2014 report. 
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It was clear from the analysis that not all of the typologies tested were viable 
and that the report maintained the need to keep the viability situation under 
review so that levels of CIL and other policy requirements could be adjusted to 
reflect the cyclical market and future changes.   

The report also considers a range of Affordable Housing accommodation across 
the JCS area of between 20% to 40%, assuming that there will be no cross 
subsidy through the Homes and Communities Agency (HCA) grants.  From a 
viability point of view, our starting point is 20% assuming that any viability 
concerns will look to Affordable Housing flexibility in the first instance. We are 
not advocating a policy direction but rehearsing the probable commercial view 
going forward. The report further advocates that a pragmatic approach should 
be adopted as to the tenure split in housing developments, sustainability 
objectives and other policy requirements.  On the developers’ side, it advocates 
that landowners and developers also need to achieve competitive returns in 
order for developments to take place.  The report suggests that this approach 
would lighten the scale of obligations and policy burdens as per paragraph 174 
of the NPPF to ensure the sites are, as far as is possible, able to be developed 
viably and thus facilitate the delivery of the envisaged plan. 

Within the context of the viability assessments the NPPF provides that local 
planning authorities must have regard to the impact on viability of the 
cumulative effect of all their planning requirements, which extends the previous 
national policy (Planning Policy Statement 3) requirement.  The latter was more 
limited to the viability for the Affordable Housing element of the housing 
developments.  Within this context the narrative provided by this report seeks to 
provide an explanation as to how long term strategic sites can have enhanced 
viability over time. 

Within the context of CIL specifically, by their very nature, the SUEs will have a 
greater than average burden on the scheme to provide major infrastructure in 
support of the major development proposals, with a significantly greater 
probability that extensions into green field locations will lack basic infrastructure 
requirements which smaller developments and those in existing urban centres 
currently enjoy. 

We have adopted the CIL rates provided by the Plan Viability Report and the 
appraisals therein to provide a practical opinion on the relative difficulties of 
viability.  

 

2.2 Context of SUE policy 

The policy basis underpinning the Sustainable Urban Extensions (SUEs) was 
endorsed through the adopted Core Spatial Strategy (CSS), with the Inspector 
confirming the status of the SUEs as ‘building blocks’ for growth to 2021 and 
beyond. 

The SUEs specified in the adopted CSS form the core housing growth figures 
for the Boroughs of Corby, Kettering and Wellingborough within the joint 
planning unit.  The emerging Joint Core Strategy (JCS) review proposes a 
further new SUE at Rushden East. 

The Strategic Housing Land Availability Assessment (SHLAA) incorporates the 
capacity for the SUE’s based on the information supplied by the developers and 
site promoters / land owners for each of the SUEs and  underpinned, in the 
majority of the SUEs, through subsequent planning application submissions.  
The proposed Rushden East SUE and Corby West remain the only potential 
extension areas where a planning application has yet to be submitted. 
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The balance of the housing targets are met by the land supply identified through 
the normal SHLAA process and the Annual Monitoring Reports. 

 

2.3 Housing targets 

The adopted CSS sets a housing requirement of 52,100 units in the North 
Northamptonshire Housing Market Area (HMA) in the period 2001 to 2021. 

According to the Annual Monitoring Report (AMR) for the period 2012-13,  of 
the 52,100 new units required for the plan period up to 2021, 18,940 new 
homes have been built in the period 2001 to 2013.  Over and above this there 
are additional planning permissions for circa 20,000 more units (sub- total 
38,940 units) mainly from consented SUEs.   

We understand that the current CSS target cannot realistically be delivered by 
2021.  Instead, this will need to be delivered over a longer timescale beyond 
2021 due to delays in implementation caused by the recession and the fact the 
target itself, derived from the now defunct Regional Spatial Strategy, was 
inflated and did not reflect the objectively assessed need for North 
Northamptonshire. The Joint Core Strategy which will revise this target and 
identify objectively assessed need for the housing market is currently under 
review but the Joint Planning Unit has produced an Interim Housing Paper (IHS) 
for development management purposes. The IHS sets an interim target for each 
local authority distributed in accordance with the adopted CSS. These targets 
are the basis for the calculation of housing land requirements across North 
Northamptonshire pending the submission of the revised Joint Core Strategy.  It 
is not intended however that the SUEs, in terms of extant permissions or 
principles of scale and mix, will change.  We have therefore assessed the SUEs 
on the basis of the current proposals. 

We understand that the Joint Core Strategy is the route through which the 
strategic growth of urban focussed delivery will be through the SUEs and 
growth towns.  Our aim is to provide a narrative supporting the deliverability of 
the SUEs. 

It is our understanding that the JPU are confident that the emerging Joint Core 
Strategy will make sufficient provision to address demand both from growth in 
local housing need and significant levels of in migration which the area has 
historically accommodated.  

Below, we give an outline of the SUEs by borough area  

Corby Borough Council 

Priors Hall 

The Priors Hall scheme has a planning permission for 4,360 dwellings (extant 
permission).  The overall Priors Hall scheme however is larger with a further 
735 dwellings being delivered within the East Northamptonshire district area, 
although for the purposes of monitoring housing delivery this is regarded as part 
of Corby.  A detailed viability assessment was undertaken on the Priors Hall site 
in 2012/2013, of which we are already aware.  

As referenced earlier the data related to any detailed viability assessment are 
commercially confidential. However, it is from our knowledge of reviews and 
personal involvement in assessing viability evidence across the County that we 
form our opinion on local market demand, values and costs.   

Weldon Park  
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Weldon Park has been promoted through the planning system supported by a 
detailed viability analysis which we are aware of.  The site forms a smaller, later 
phase of the North East Corby SUE to the south of the A43 and is being 
promoted for 1,000 units.   

As with Priors Hall, whilst we are aware of the viability analysis the figures must 
remain commercially confidential. However, we are undertaking an averaging 
process to determine how the actual figure being promoted may provide more 
clarity as to the deliverability of the SUE sites. 

West Corby 

It is our understanding that the landowners Rockingham Castle and Great 
Oakley Estates are promoting the site for 4,000 units with an additional 2,000 
units making a total of 6,000 units. 

The agents on behalf of the two landowners have provided in confidence an 
overview of viability, taking into account the infrastructure needs and Affordable 
Housing needs and have determined a viability position in relation to the site 
which will be considered later in our analysis. 

Borough Council of Wellingborough 

Wellingborough East 

A planning permission for mixed use comprising up to 3,100 dwellings and 
associated infrastructure was approved by the Council in 2008. In terms of 
promoting the site through the planning system, there has been some progress, 
including the recently approved Compulsory Purchase Order (CPO) for land at 
Stanton Cross which facilitates the main access into the development; approval 
of reserved matter applications for routes 4 and 9 to unlock the development 
and a pending decision on reserved matters application for housing 
development on Area 16 of the outline permission.   

Wellingborough North 

The site has an outline planning permission for 3,000 units. The scheme will be 
developed in three phases, the first comprising predominantly housing up to 
1,500 units. The design codes for this site have been approved and the Council 
has recently agreed to sell to the developer its land in phase 1 which is integral 
to the delivery of the first phase.   Reserved matters approval has been 
obtained for the infrastructure for the first 700 units and we understand a 
reserved matters application has been submitted for the first 182 units. 

East Northamptonshire Council    

Rushden East 

Rushden is the only SUE being promoted which is not, as yet, allocated.  The 
proposed SUE includes an indicative 2,500 dwellings, with commercial / job 
opportunities and ancillary community facilities. We understand that the final 
mix has yet to be specified fully in accordance with policy and key principles. 
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Kettering Borough Council 

Kettering East 

Kettering East is forecast to provide 5,500 units.  The landowners are currently 
promoting the site in this regard. 
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3 Methodology 

In the section below we set out the basis of our report. 

Due to the practical nature of this report we seek to remain consistent with the 
CIL schedule assumptions to create a baseline appraisal. As such, we have 
built in our interpretation of development appraisals undertaken by the BNPPRE 
Real Estate Team for sites and schemes across Northamptonshire in order to 
consider how early appraisals are improved over time to enable implementation.   

3.1 Provision of evidence to justify values and costs 

In terms of the range of evidence that has been used for this study, we have 
access to our internal BNPPRE Housing Research Team who source data on 
residential values and costs across a number of different sources.  Examples of 
the sources used to collect data for this study are as follows: 

■ Land Registry 
■ Nat West  
■ Halifax House Price Indices 
■ Mouseprice.com 
■ Independent BNPPRE Appraisals for Development Planning Applications / 

Negotiations of Section 106 Affordable Housing. 
■ The CIL Charging assumptions 
■ Data from local developers and agents. 

The data was collected in 2013 and takes into account the costs and values 
currently being appraised and reported as the residential market comes out of 
the recession.  All figures are up to date as of the end of Quarter 4 2013. 

 

3.2 Delivery Baseline 

This study is not an individual development appraisal for each and every one of 
the SUEs in detail.  Rather, the purpose of this study is to provide an overview 
based on a generic baseline per settlement in order to test the baseline cost 
and values against a benchmark land value.  

The aim is to determine a benchmark land value resulting from the size of the 
available monies left in the appraisal (assuming a CIL contribution and 
Affordable Housing), of £247,100 per gross hectare (£100,000 per gross acre).  

This is a national benchmark reflecting value receivable to landowners. It is not 
possible at this high level to reflect how promoter discounts are factored in. The 
analysis assumes a net benchmark price receivable by landowners. This will in 
reality differ in each SUE case, for example, where gross areas are significantly 
greater in comparison to net developable area, landowners should expect a 
dilution of price paid per gross acre. By way of a simple example a gross site of 
1000 acres with a net area of say 600 acres should on average, be able to 
support a higher gross price per acre than a 1000 acre gross site with a net 
developable area of say 500 acres. Due to the differing scales of the SUE sites 
we have adopted a 120 acre site of 1,000 Open Market Units and 240 
Affordable Units with costs and values benchmarked against the local market. 
Our analysis is not intended to replicate the CIL study models. Our report is 
independently considering the relative viability of each SUE based on an 
example sized development. 
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We recognise that each SUE will differ in density and value/cost/land pricing. 
The methodology selected is intended to assume efficient development density 
on a net acre basis as gross areas will differ considerably depending for 
example open space characteristics of each SUE. 

In order to maintain consistency between the individual consultancy studies 
being undertaken on behalf of the North Northamptonshire Joint Planning Unit 
we are using the same baseline data adopted within the North 
Northamptonshire draft Joint Core Strategy – viability study undertaken by 
BNPPRE on behalf of the North Northamptonshire Joint Planning Unit.   

There is a differential between the published independent rates adopted by 
BCIS and our general experience of costs at a practical level determining 
development appraisals for developers during the planning application process.  
The variance between BCIS published data and the costs provided by various 
developers is picked up in Section 3.4 and reported in Section 5. 

 

3.3 Our approach to growth 

When undertaking development appraisals for planning application purposes 
we would not normally allow for any assumption on growth figures.  This is 
largely due to RICS guidance which requires development appraisals to be 
undertaken at the current day.  We accept that the Harman Review suggests 
growth is taken into account. Our preference is to maintain consistency through 
a current day benchmark and vary growth scenarios through sensitivity testing. 

There are other practical reasons where the differential between value inflation 
and cost inflation on large schemes could potentially render development 
appraisals to be widely inaccurate.  Based on current day figures we are able to 
inject a level of certainty albeit there is no better mechanism than to do interim 
actual appraisals based on achieved values and costs during the development 
phasing. 

We have assumed the growth scenarios undertaken within the draft Joint Core 
Strategy Viability Study.  The full range of variance is a value increase of 24.6% 
and a cost increase of 10%. 

 

3.4 Our interpretation of developer decision making 

In order to add practical advice we have undertaken a sensitivity check largely 
on the cost side of the appraisal where, in our experience, developers are 
promoting schemes with costs below the BCIS average tested.  Whilst 
inherently this is inconsistent with the published data collected by BCIS it 
provides a more consistent real world view. We are aware, for example, that 
certain developers will make significant savings on BCIS which in some cases 
could be between 10 and 15% below BCIS, particularly in the case of large 
scale developments being developed by major house builders. 

By running our appraisals in this manner we would be able to determine an 
additional pot of monies that could become available post tender within the 
viability appraisal to soften current viability concerns. 

This ‘pot’ is a subjective interpretation of larger, volume house builders where 
economies of scale are enjoyed due to scale of the developments. However, 
the assumption must be that delivery of SUEs will be led by the major house 
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builders.  We do not anticipate that alternative public delivery mechanisms (e.g. 
Urban Development Corporations) will be utilised. 

It has been argued in the past that to use figures below BCIS gives an unfair 
picture of the true viability due to the advantage that larger operators are able to 
enjoy. However, we have taken the view in previous independent planning 
application appraisals that we should use the actual cost being promoted by the 
developer in that instance as it is usually independently costed and provides an 
evidenced comparison rather than forecast comparison using BCIS, particularly 
where the developer themselves know they are able to better the BCIS cost 
rate. 

In addition to the difference in the cost basis between the two development 
appraisal models, we, in our experience, will look at other decision making 
factors which will enable house builders to ‘take a view’ on whether to 
implement a scheme or not.   

It is usual for value engineering to be undertaken on schemes between consent 
and building on site.  In this period of time changes to cash flow may enable 
developers to draw returns at an earlier date and delay costs to a future date 
which together allow for additional value to be created in the appraisal by way of 
example. 

There are other factors which will also influence developers’ decisions and 
these will be picked up in our Summary Analysis. 
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4 General Residential Market 
Commentary 

The historic highs achieved in the UK’s housing market by mid-2007 followed a 
prolonged period of real house price growth over the previous decade.  
However a period of readjustment began in the second half of 2007, triggered 
initially by rising interest rates and the emergence of the US sub-prime lending 
problems in the last quarter of 2007.  This subsequent reduction in inter-bank 
lending led to a general credit crunch including a tightening of mortgage 
availability.  The real crisis of confidence however followed the collapse of 
Lehmann Brothers in 2008, which forced the Government and Bank of England 
to intervene in the market to relieve a liquidity crisis.   

The combination of successive shocks, consumer confidence and difficulties of 
obtaining finance led to a sharp reduction in transactions and a significant 
correction of house prices in the UK which fell to a level some 21% lower than 
at their peak in August 2007, according to the Halifax House Price Index.  
Consequently residential land values fell by some 50% from peak levels.  One 
element of Government intervention involved successive interest rate cuts and 
as the costs of servicing many peoples mortgages is linked to the base rate, this 
financial burden has regressively eased for those still in employment.  This 
together with a return to economic growth in early 2010 meant that consumer 
confidence has continued to improve. 

Throughout the first half of 2010 there were some tentative indications that 
improved consumer confidence was feeding through into more positive interests 
from potential house purchasers.  Against the background of the much reduced 
supply of new housing this will lead to one to expect some recovery in prices.  
However, this brief resurgence abated with figures falling and then fluctuating in 
2011 and 2012, with the Halifax House Price Indices showing a fall of 0.6% in 
the year to March 2012.  The Halifax attributed some of the recovery during that 
period to first time buyers seeking to purchase prior to the re-introduction of 
Stamp Duty from 1st April 2012.  The signs of improvement in the housing 
market towards the end of 2012 have continued through 2013 and both the 
Halifax and Nationwide continue to report positively in their December 2013 
House Price Index update.   

Both reports refer to continued signs of an upturn in the housing market.  On 
this basis the outlook for the UK economy and house prices would appear to be 
expected to continue to rise in 2014. 

Accordingly to Land Registry residential sales values in Northamptonshire have 
recovered somewhat since the lowest point in the cycle in June 2009, however 
remain significantly lower than those achieved at the peak of market in 
November 2007.  Prices increased by 7% between June 2009 and October 
2010 at which point prices fell by 2.67% to June 2011 and have been fluctuating 
by circa 1.5% to the current date.  In October 2013 sales values were 15.15% 
lower than the 2007 peak value. 

The future trajectory of house prices is currently uncertain although Savills 
current prediction is that values are expected to increase over the next five 
years.  Medium term predictions are that house prices for the mainstream East 
Midlands markets will grow during the period between 2014 and 2018.  Savills 
predict that values in mainstream East Midlands markets i.e. none prime will 
increase by 6% in 2014, 5% in 2015, 4.5% in 2016, 4% in 2017 and 3% in 2018.  
This equates to cumulative growth of 24.6% between 2014 and 2018, compared 
to a UK average of 25.2% cumulative growth over the same period. 
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4.1 Market values, sales and rents 

Turning to each individual SUE area:   

Corby  

According to the latest research by the Land Registry for the period April to 
June 2013, the average house price in Corby was £135,331. This was a 7% 
increase from the previous quarter.  Overall, however, there was 3.1% decrease 
from the previous year.  The total number of house sales was 182 through the 
quarter.  

However, research by Zoopla shows that the average house price is £140,564 
which is an 11.55% increase from the previous year.  As of January 2014 there 
were 298 homes for sale.  The average price per sq ft for a detached house is 
circa £172. 

Wellingborough 

According to latest research by the Land Registry for the period April to June 
2013 the average house price in Wellingborough was £166,124, this was a 
4.3% decrease from the previous quarter.  Overall, however, this was a 4.1% 
increase from the previous year.  The total of house sales was 208. 

Zoopla states that the current average price is £160,092, a 1.47% increase on 
the previous year.  As at January 2014 there were 382 properties for sale.  The 
average price per sq ft for a detached house was circa £175. 

Kettering 

According to latest research by the Lang Registry for the period April to June 
2013 the average house price in Kettering was £151,502.  This was a 2.6% 
decrease from the previous quarter.  Overall this is a 4.7% decrease from the 
previous year.  The total number of house sales was 343. 

Zoopla states that the current average price is £176,835 a 4.9% increase on the 
previous year as at January 2014 there were 583 properties for sale.  The 
average price per sq ft for a detached house is £177. 

Rushden 

Zoopla states that the current average price is £168,234 a 6.72% increase on 
the previous year as at January 2014 there were 245 properties for sale.  The 
average price per sq ft for a detached house is £170. 

  

4.2 Synopsis of BCIS costs 

We have gathered residential build costs from RICS Building Cost Information 
Service (BCIS) which is based on tenders for actual schemes. Adjustments 
have been made to the base costs to reflect the specification of development in 
each of the four main towns Corby, Wellingborough, Kettering and East 
Northamptonshire. 

Our intent is to remain consistent with the CIL Viability assumed, therefore, we 
have adopted the same BCIS rate.  The mean BCIS base cost for houses in the 
four local authority areas ranges between £821 psm (£76.27 p sq ft) and £873 
psm (£81.10 p sq ft) at the time of analysis of this report. 
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4.3 Take up and government incentive 

According to Savills research some 325,000 transactions could be facilitated by 
the mortgage guarantee element of Help to Buy over the initial three year 
period, as those buyers with a strong aspiration to build up their housing wealth 
and the income to do so take advantage of the scheme.  

The issue with the Government’s Help to Buy scheme which allows buyers only 
a 5% deposit in the purchase of new build homes is that demand increases 
without dealing with the lack of supply. Although there are a lot of housing 
schemes in the pipeline, the low sales values and high infrastructure capital 
expenditure make many schemes unviable without any Government support. 
This phenomenon of demand outstripping supply creates a fear of an increase 
in prices, creating a short term ‘housing bubble’.  

Many of the solutions supporting house build and sales growth are temporary, 
and may actually work against the sector. Help to Buy is presumed to last 3 
years and the Funding for Lending scheme will probably, at some point, be 
retracted.   

The Government has introduced a new initiative in their recent Budget called 
‘Help to Buy’ scheme for residential property where the Government offers to 
the lenders the option to purchase a Government Guarantee that in effect 
removes risk from higher loan to value lending. The Government agrees to 
compensate lenders if there is default covering the risk on a top slice of the 
mortgage. Importantly it applies to much higher value home transactions up to 
£600,000 and not just the new homes market as it has since April, running for 3 
years from the start of 2014 for the second hand market.  

Crucially this will enable greater flow of transactions in the higher value end of 
the market which has been very slow within the larger sites recently. It is 
expected to allow greater opportunity for those already in the housing market to 
trade up as well as new joiners to buy.  As has been evidenced with other 
Government backed products this investment will likely act as a stimulus 
creating a positive effect on new homes take up across the range of housing 
types. It is no coincidence that the national house builders have been preparing 
for this change, now bringing their larger sites forward.  

The Government emphasises that every effort should be made to objectively 
identify and then meet the housing needs of an area. The NPPF states that the 
purpose of the Government’s requirement for having an identified supply of 
deliverable housing sites is as follows: 

■ To build a strong, responsive and competitive economy 
■ To ensure that sufficient land of the right type is available in the right places 

and at the right time to support growth and innovation  
■ To significantly boost supply of housing  

In the recent economic conditions housing delivery rates have been lower than 
they were previously. However, Government policy requires LPAs to 
significantly boost housing supply and to plan positively to meet the fully 
objectively assessed housing needs on the basis that housing construction will 
be a major driver in ensuring growth flows back in the economy.  

Failure of the development sector to increase output will inevitably result in 
further under-delivery against Plan targets. However, this should not 
automatically result in a green light to build on sites that are contrary to the 
strategy as they will have the potential effect of delaying the delivery of more 
sustainable sites already allocated or proposed as such. 
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The government announced in the March 2014 Budget that the extension of the 
Help to Buy equity loan scheme until the end of the decade. The extension of 
the scheme is expected to help another 120,000 families in the UK to buy a new 
build home by 2020.  
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5 Settlements 

We set out below by settlement our assumptions for the baseline appraisal, a 
summary of the information that is publicly quotable that has been provided to 
the JPU in terms of Section 106 and tenure mix (where available). 

We set out a comparison between our baseline appraisals and our sensitivity 
assessment and provide a summary overview as to the differential between the 
two to determine how deliverability can be assured. 

Viability assessments are an art and not a science and highly subjective, 
particularly in the context of risk (contingency) and return. Our aim is to present 
the case for the reasonable prospect of ensuring viability and deliverability. 

5.1.1 CIL Assumptions 
We have considered within the benchmark appraisals a CIL contribution of 
£4.65 psf (£50 per sq m) as per the Preliminary Draft Charging Schedules, only 
where CIL is planned to be applied. 

 

5.2 Corby  

5.2.1 General 
The baseline appraisals are designed to set out the relative position of 
standardised local costs and values against a standardised development site. 

The purpose of the benchmark is to determine the viability of each SUE relative 
to each other and against the benchmark land value of  £247,100 per gross 
hectare (£100,000 per gross acre), not actual viability based on the scheme as 
presented. Our overview considers whether the benchmark meets more or less 
the requirements of the individual developments at which point we have 
assessed whether a developer would be able to introduce flexibility and growth 
to ensure delivery thereafter. 

5.2.1.1 Assumptions 

The assumptions set out below are the generic Corby market assumptions. CIL 
and infrastructure burden is consistent with the JPU Viability assessment report. 

The assumptions in the table below are based on our assessments of the local 
market and been averaged across the County where appropriate. 

Headline Criteria – Baseline Appraisals 

Item Units Assumption basis 

No. of Residential Units 1240 total 
1000 Open Market 
240 Affordable Housing 
 

Based on 16 units per 
net acre on a net 75 
acres (120 gross acre 
site). 

Residential Value £140.19 psf 
£157.00 psf 
£160.00 psf 

Range derived from 
recent independent 
viability assessments 
undertaken 

Commercial Space 10 acres & 
50 acres 

Commercial Space test 
low commercial and high 
commercial contribution 



 

 18 

Item Units Assumption basis 

Commercial Value £200,000 acre Based on comparable 
evidence. 

Affordable Mix 20% Total of which 
Target 
80% Market Rent 
20% Social Rent  

Varied to meet residual 
land target 

Costs   

Acquisition Price Target £247,100 per 
hectare (£100,000 per 
acre) 

Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Stamp Duty 4% based on Stamp Duty 
Land Tax thresholds 

Construction Cost Residential 
£78 per sq ft (inc 
Externals) 
 

BCIS Mean Corby  

Construction 
Contingency 

5% Accepted market 
assumption  

Professional Fee 10% Accepted market 
assumption 

Sales/Marketing Costs 3% of GDV Accepted market 
assumption 

Agent Fee 1% Sale  Accepted market 
assumption 

Legal Fee 0.5% Sale  Accepted market 
assumption 

Infrastructure Cost £10,000 per unit Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Interest Rate 6.5% Accepted market 
assumption 

CIL or Strategic 
Equivalent 

£4.65 psf where 
appropriate 

Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Profit Target 20% (on GDV) 
Part residualised to infer 
flexibility of returns 
 

Accepted market 
assumption 

   

5.2.2 Baseline Appraisal Overview 

Using the above baseline assumptions Corby produced a negative residual 
valuation. This therefore shows that using the basic assumptions based on 
BNPPRE North Northamptonshire Draft Joint Core Strategy – Viability Study 
December 2013, the appraisal does not reach the baseline of £247,100 per 
gross hectare (£100,000 per gross acre) and is therefore deemed not to be 
viable.  
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Affordable Housing was used to vary the cost/ values in the appraisal to meet 
the target land value. When Affordable Housing was significantly reduced the 
appraisal remained unviable i.e. did not meet the required target land value of 
£247,100 per gross hectare (£100,000 per gross acre). However, viability is 
subjective and the benchmark land value is not necessarily the correct figure in 
every case.  

The other variables to consider were more optimistic sales values which, from 
our independent viability experience within the area, are possible and to 
consider a lower developer’s return. 

The final stage was to review the BCIS cost input. We have been provided with 
alternative cost bases when acting as independent viability assessors and those 
costs have been lower than BCIS. It is not therefore unreasonable to test real 
world assumptions where appropriate. 

The initial variant change was to increase the sales value. We have recently 
appraised schemes using developers’ appraisals in the area. From our local 
knowledge therefore, we increased the sales value firstly to £157 psf and then 
to £160 psf.  

At £157 psf, and with the Affordable Housing at 20%, the scheme was unviable. 
Using the same sales values but with no Affordable Housing the scheme was 
again unviable. 

At £159.50 psf sales values, no Affordable Housing, 50 acres of commercial 
land and reduced profit on GDV from 20% to 17%, the scheme approximately 
achieves the target land value.  

5.2.2.1 General Viability Statement from Baseline Appraisals  

 

At today’s prices the baseline costs would suggest that the developers may well 
present viability arguments to reduce Affordable Housing contributions. 

The cause of this is largely due to the lower value base achievable rather than 
excessive costs to build housing units. Values can vary significantly between 
regions whereas costs are less sensitive regional variation. Below, we compare 
the baseline appraisals with the known circumstances of the SUEs in order to 
establish whether their viability can be enhanced.    

5.2.3 Developers’ assumptions and inputs 

In this section of the report we review how the assumptions and inputs for each 
SUE scheme differs from the baseline assumptions in order to establish 
whether we can raise the probability of the scheme progressing and increasing 
the proportion of Affordable Housing/section 106 contributions. 

In the Corby context we consider below the following: 

■ Priors Hall 
■ Weldon Park 
■ Corby West 

 

5.2.4 Priors Hall 

The Priors Hall development site is located to the north of the A43 (Stamford 
Road) and east of the Rockingham Motor Racing Circuit (MRC) at Weldon 
(Corby) and Deene (East Northamptonshire). 
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The Priors Hall development is a 5,095 unit residential scheme, which 
incorporates 31 acres (12.5ha) of commercial/ employment land, a district 
centre, two neighbourhood centres, three primary schools and one secondary 
academy and formal and informal open space. 

The scheme is being promoted by the applicant, BELA Partnerships Limited.  
The majority of the site is located within Corby Borough; however the northern 
part of the site, immediately to the east of Rockingham MRC is within East 
Northamptonshire administrative boundary (Parish of Deene).  

The scheme received planning consent in March 2007, which was reapplied for 
in 2012/13 to vary the S106 due to viability concerns.  Works to develop the site 
have recently progressed; e.g. key on-site infrastructure such as the new link 
road to the A43/ A427 roundabout (Weldon). 

The scheme has contributed to the development of phase 1 (eastern part) of the 
Corby Northern Orbital Road (CNOR).  

Our previous contact with the Priors Hall scheme suggests the following: 

■ sales values will be more in accordance with our higher benchmark 
sensitivity i.e. above the £140 psf rate. 

■ Our current assumptions are broadly in line with build costs. 
■ Viability was raised as an issue and Affordable Housing was discounted to 

10% 
■ Our contingency is higher 
■ Our fees are higher 
■ Our profit has reduced lower than the current developer’s expectations 
 
Tenure mix 
Priors Hall Affordable Housing has been assessed at 10%, with a tenure mix of 
82% shared ownership and 18% social rented.  
 
Planning Application Detail 

We are aware that the planning application for Priors Hall continues to update 
the costs and values assumptions as the scheme progresses. Re-testing 
viability is underway. We are aware that detailed costs assessment has 
subsequently been undertaken and the Infrastructure burden has risen above 
the assumed model rate for this exercise. It is our understanding that the 
promoter is confident of achieving sales values which allow the higher 
infrastructure burden to be accommodated within a revised planning compliance 
package. We have provisionally tested this higher infrastructure burden. The 
site can be made viable subject to the detailed negotiation at planning 
application stage. 

5.2.5 Weldon Park 

Weldon Park has a gross land area of 78.39 ha (193.70 acres) and a net land 
area of 30.59 ha (75.59 acres) which is a 39% site density. We noted on our 
original review that the gross to net ratio was very low at 39%, which has a 
corresponding effect on viability of the scheme on a gross acre basis. The lower 
developable area, we understand, is in part due to areas of the site being 
subject to flooding. 

The site makes up 1,000 dwellings, including a local centre, employment, 
primary school, community facilities, footpath/cycle ways, A427 Relief Road, 
roads, car parking, balancing ponds, formal and informal open space, 
landscaping and associated development for the land at Oundle Road, Weldon.  
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Weldon Park was granted planning permission in January 2010 subject to a 
s106 agreement being agreed between the developer and CBC. 

Our previous contact with the Weldon Park scheme suggests the following: 

■ Our sales values are lower than the developer submission. 
■ Our build costs are much higher than the developer’s costs 
■ Viability was raised as an issue and Affordable Housing was discounted to 

10% for entire scheme subject to Deferred Developer Contributions 
■ Our infrastructure per unit is only half 
■ Our CIL expectations are half the S106 
■ Our contingency is higher 
■ Our fees are higher 
■ Our finance rate is higher 
■ Our profit is lower than the current developer’s expectations 
 
Tenure mix 
Weldon Park Affordable Housing has been assessed at 10%, with a tenure mix 
of 50% shared equity and 50% affordable rented.  

5.2.6 West Corby 

The West Corby SUE is a 4,000 dwellings site extending to 297ha. West Corby 
was identified in the 2008 adopted Core Spatial Strategy as the general location 
for a mixed-use Sustainable Urban Extension. The area now allocated for 
development is separated from the existing urban area by the A6003 and will 
provide commercial opportunities for circa 2,500 jobs. 

Open space, local centres, public transport and community facilities will be 
provided as part of the development. 

A detailed appraisal of West Corby has not been undertaken. Based on their 
assumptions going forward: 

■ Our residual targets are lower than stated values  
■ Our infrastructure per unit is more than the submission 
■ Our CIL expectations are half the combined S106/CIL assumption made by 

the developer  
■ Our employment land values are higher 

 
Tenure mix 
The SUE is in proposal stage and doesn’t benefit from a detailed mix. That 
proposed is a mix of housing sizes, types and tenures including starter homes, 
family housing and housing for the elderly. 

5.2.7 Summary of developer’s viability reports Corby 

We are aware of the history of two of the proposed SUEs in detail. Viability has 
been an issue for both SUEs although both are being actively marketed. 
Flexibilities in the planning system are just one option to assist in the delivery. 

Priors Hall has made start on site though is weighted by infrastructure. In this 
instance the public sector has in part contributed to the cost of some of this 
infrastructure to enable the upfront requirements to release development. 



 

 22 

5.2.8 Contractual arrangements have also been entered into with other 
developers to make a start on site and guarantee early years delivery.  
Assessment of information provided by developers 
Infrastructure has varied across all the SUEs due to very specific site 
requirements. There is no one size fits all policy to deliver necessary 
infrastructure. 
 
Our benchmark appraisals considered the £10,000 per unit charge and along 
with CIL for the majority of the SUEs at c £4-£5,000 per unit our nominal 
infra/CIL cost per unit is c£15,000. 
 
Developer’s expectations as submitted/appraised are as follows: 
 
■ Priors Hall £30,180 per unit  
■ Weldon Park  £28,000 per unit (comprising £10,000 S106 and £18,000 

infrastructure costs) 
■ West Corby £13,750 per unit 

5.2.9 Comparison of our appraisal and developer summaries 

The basis of the current promoter’s assumptions for both Priors Hall and 
Weldon Park appear reasonable with regard to sales values for residential and 
commercial land values as well as build costs.  

We have identified savings in relation to our benchmark appraisals and consider 
that under growth scenarios the viability position will be improved. 

Weldon Park, we understand, has agreed to be considered within a Deferred 
Developer Contribution (DDC) mechanism to capture future value created 
above the current planning application baseline. 

In the context of West Corby the landowners are promoting the scheme and will 
need to view the value accordingly to maintain policy consistency and absorb 
the residual costs to the land to mitigate the impact of development to maintain 
reasonable viability expectations. 

5.2.10 Commentary on potential impact of competing SUEs on values and build 
rates 

There are three competing schemes in Corby which are likely to be targeting 
the same groups. If all the schemes came to fruition at the same time there may 
be a corresponding effect on the sales values which could be achieved, further 
affecting the viability of the schemes. This will need to be mitigated through 
differential products and mixes to neutralise competition  The increase in new 
housing product in the Corby market will have the positive affect of raising 
average values over time also.  
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5.3 Kettering 

5.3.1.1 Assumptions 

The assumptions set out below are the generic Kettering market assumptions. 
CIL and infrastructure burden is consistent with the JPU Viability assessment 
report. 

Headline Criteria – Benchmark Appraisals 

item Units Assumption basis 

No. of Residential Units 1240 total 
1000 Open Market 
240 Affordable Housing 
 

Based on 16 units per 
net acre on a net 75 
acres (120 gross acre 
site). 

Residential Value £151.62 psf 
£170.00 psf 
 

Range derived from 
recent independent 
viability assessments 
undertaken 

Commercial Space 10 acres & 
50 acres 

Commercial Space test 
low commercial and high 
commercial contribution 

Commercial Value £200,000 acre Based on comparable 
evidence. 

Affordable Mix 20% Total of which 
Target 
80% Market Rent 
20% Social Rent  

Varied to meet residual 
land target 

Costs   

Acquisition Price Target £247,100 per 
hectare (£100,000 per 
acre) 

Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Stamp Duty 4% based on Stamp Duty 
Land Tax thresholds 

Construction Cost Residential 
£78 per sq ft (inc 
Externals) 
 

Average Build cost 
assumed for County 
 

Construction 
Contingency 

5% Accepted market 
assumption  

Professional Fees 10% Accepted market 
assumption 

Sales/Marketing Costs 3% of GDV Accepted market 
assumption 

Agent Fee 1% Sale  Accepted market 
assumption 

Legal Fee 0.5% Sale  Accepted market 
assumption 

Infrastructure Cost £10,000 per unit Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 
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Interest Rate 6.5% Accepted market 
assumption 

CIL or Strategic 
Equivalent 

£4.65 psf Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Profit Target 20% (on GDV) 
Part residualised to infer 
flexibility of returns 
 

Accepted market 
assumption 

   

 

5.3.2 Baseline Appraisal Overview 

Using the above baseline assumptions (sales values at £151.62 psf) Kettering 
produced a positive land value but did not meet the target. This therefore shows 
that using the basic assumptions based on BNPPRE North Northamptonshire 
Draft Joint Core Strategy – Viability Study December 2013, the appraisal does 
not reach the baseline of £247,100 per gross hectare (£100,000 per gross acre) 
and is therefore deemed not to be viable.  

Affordable Housing was used to vary the cost/values in the appraisal to meet 
the target land value. When Affordable Housing was significantly reduced the 
appraisal remained unviable i.e. did not meet the required target land value.  

The other variables to consider were more optimistic sales values which, from 
our independent viability experience within the area are possible and to 
consider lower developers return. 

The final stage was to review the BCIS cost input. We have been provided with 
alternative cost bases when acting as independent viability assessors and those 
costs have been lower than BCIS. It is not therefore unreasonable to test real 
world assumptions where appropriate. We have therefore adopted a single rate 
across all SUE’s of £78 sq ft. 

The initial variant change was to increase the sales value. We have recently 
appraised schemes using developers’ appraisals in the area and with our local 
knowledge we increased the sales value to £170 psf.  

At £170 psf, and with the Affordable Housing at 20%, 50 acres of commercial 
land, the scheme met the benchmark land value and could be considered 
viable. 

5.3.2.1 General Viability Statement from Baseline Appraisals  

At today’s prices the baseline costs would suggest that the developers may well 
present viability arguments to reduce Affordable Housing contributions. 

The cause of this is largely due to the lower value base achievable rather than 
excessive costs to build housing units. Values can vary significantly between 
regions whereas costs are less sensitive regional variation. Below, we compare 
the baseline appraisals with the known circumstances of the SUEs in order to 
establish whether their viability can be enhanced.    
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5.3.3 Developers’ assumptions and inputs 

In this section of the report we review how the assumptions and inputs for each 
SUE scheme differs from the baseline assumptions in order to establish 
whether we can raise the probability of the scheme progressing and increasing 
the proportion of Affordable Housing/section 106 contributions. 

 In the Kettering context we consider below the following: 

■ Kettering East 
 

5.3.4 Kettering East 

Kettering East gained planning consent in March 2010 for 5,500 residential 
units and 34.8 acres of commercial/employment land, a district centre, two local 
centres, primary schools, a hotel, formal and informal open space and primary 
infrastructure. The scheme currently comprises a residential mix of 1-5 bedroom 
dwellings, but this is still to be confirmed depending on market drivers and 
demand profiles.  

There are also requirements to undertake improvements/works to Junction 10a 
of the A14 and Weekley (Warkton Avenue). These 2 elements of infrastructure 
are conditioned as part of the consent and are likely to cost in the region of £60 
million. When we were last involved in the project it was our understanding that 
discussions remained ongoing to identify the process of attracting and delivery 
of Government funding to plug the £60m infrastructure gap. 

Our previous contact with the Kettering East scheme suggests the following: 

■ Our sales values are lower than the developer submission. 
■ Our build costs are similar to the developer’s costs 
■ Viability was raised as an issue due to the significant infrastructure costs 

which required around £60m of government funding 
■ Our infrastructure per unit is much lower than the developer’s submission 
■ Our contingency is lower 
■ Our fees are higher 
■ Our finance rate is the same 

Our profit is higher than the current developer’s expectations 

5.3.5 Tenure mix 

The residential accommodation is split into 3 phases and each phase contains 
20% affordable accommodation. The residential tenure mix assumed was 70% 
affordable rented tenure and 30% shared ownership tenure. 

5.3.6 Section 106 expectations (including any renegotiation) 

The initial s106 assessment equated to an overall roof tax of circa £21,000 per 
unit (excluding affordable units), a capital value of £92.4 million. 

We are aware that the developer requested a variation to reduce their s106 
contributions to circa £12,000 per market unit which equates to £52.8 million 
and Affordable Housing at 20%. The negotiation of the s106 agreement is of 
critical importance in order to secure a common roof tax liability, which all 
landowners will commit to. 

The developer can then progress discussions with other major house builders to 
bring forward their respective landholdings within the scheme framework based 
on the s106 roof tax and by collaborating in relation to matters such as foul, 
surface water and site connections of utilities and access. 
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5.3.7 Summary of developer’s viability report 

We are aware of the history of the proposed SUE in detail. Viability has been an 
issue for Kettering East particularly due to, in this instance, the volume of 
strategic land and infrastructure. However detailed discussions are ongoing 
between developers and the scheme continues to be marketed. Flexibilities in 
the planning system are just one option to assist in the delivery. 

We are aware that delivery depends on agreeing an acceptable land trading 
model to ensure that the strategic acquisition, infrastructure provision and 
‘parcelisation’ of the scheme can result in acceptable land value returns to meet 
the expenditure. 

Much will depend on the ability to successfully receive Government support 
towards the infrastructure costs to provide that short term security and 
confidence to press on. At the time of writing no decision had been made. 

5.3.8 Assessment of info provided by developers 

Cost of strategic infrastructure equates to circa £99 million which equates to 
around £18,000 per unit. Plus landscaping costs of £11.7 million, equates to 
£20,000 per unit. 

We comment that the scheme is stretched in terms of viability as currently 
configured and any additional cost increases in roof tax or scheme unknowns 
would only be further extractions and therefore further reduce profit.  

5.3.9 Comparison of our appraisal and developer summaries 

The bases of the current promoter’s assumptions for Kettering East appear 
reasonable. The benchmark sales values are significantly lower than those 
being promoted by the developer. Based on their figures there is inevitably 
additional value available to cover off cost burdens. 

In terms of build costs the scheme is being promoted in line with local BCIS 
rates which do not allow us to make a direct comparison. However, our 
experience suggests that the major house builders will be able to deliver the 
scheme using scale efficiencies which will result in additional headroom.  

We have identified savings in relation to our benchmark appraisals and consider 
that under growth scenarios the viability position will be improved. 

During our last contact with the scheme the Government grant was critical to 
enable the SUE to be viable. Confirmation of progress towards this objective or 
an updated understanding of the potential will be required to provide greater 
certainty of delivery 

5.3.10 Commentary on potential impact of competing SUE’s on values and build 
rates 

There is only one SUE being brought forward in Kettering. The marketing for the 
SUE in this location is not likely to compete with the other major settlements 
being reported. 
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5.4 Wellingborough 

5.4.1.1 Assumptions 

The assumptions set out below are the generic Wellingborough market 
assumptions. CIL and infrastructure burden is consistent with the JPU Viability 
assessment report. 

Headline Criteria – Benchmark Appraisals 

item Units Assumption basis 

No. of Residential Units 1240 total 
1000 Open Market 
240 Affordable Housing 
 

Based on 16 units per 
net acre on a net 75 
acres (120 gross acre 
site). 

Residential Value £158.49 psf 
£170.00 psf 

Range derived from 
recent independent 
viability assessments 
undertaken 

Commercial Space 10 acres & 
50 acres 

Commercial Space test 
low commercial and high 
commercial contribution 

Commercial Value £250,000 acre Based on comparable 
evidence. 

Affordable Mix 20% Total of which 
Target 
80% Market Rent 
20% social rent  

Varied to meet residual 
land target 

Costs   

Acquisition Price Target £247,100 per 
hectare (£100,000 per 
acre) 

Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Stamp Duty 4% Based on Stamp Duty 
Land Tax thresholds 

Construction Cost Residential 
£78 per sq ft (inc 
Externals) 
 

Average Build cost 
assumed for County 
 

Construction 
Contingency 

5% Accepted market 
assumption  

Professional Fee 10% Accepted market 
assumption 

Sales/Marketing Costs 3% of GDV Accepted market 
assumption 

Agent Fee 1% Sale  Accepted market 
assumption 

Legal Fee 0.5% Sale  Accepted market 
assumption 

Infrastructure Cost £10,000 per unit Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 
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Interest Rate 6.5% Accepted market 
assumption 

CIL or Strategic 
Equivalent 

£4.65 psf Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Profit Target 20% (on GDV) 
Part residualised to infer 
flexibility of returns 
 

Accepted market 
assumption 

   

5.4.2 Baseline Appraisal Overview 

Using the above baseline assumptions (sales values at £158.49 psf) 
Wellingborough produced a negative residual valuation. This therefore shows 
that using the basic assumptions based on BNPPRE North Northamptonshire 
Draft Joint Core Strategy – Viability Study December 2013, the appraisal does 
not reach the baseline of £247,100 per gross hectare (£100,000 per gross acre) 
and is therefore deemed not to be viable.  

Affordable Housing was used to vary the cost/values in the appraisal to meet 
the target land value. When Affordable Housing was removed the appraisal 
remained unviable i.e. did not meet the required target land value.  

The other variables to consider were more optimistic sales values which, from 
our independent viability experience within the area, are possible and to 
consider lower developers return. 

The final stage was to review the BCIS cost input. We have been provided with 
alternative cost bases when acting as independent viability assessors and those 
costs have been lower than BCIS. It is not therefore unreasonable to test real 
world assumptions where appropriate. 

The initial variant change was to increase the sales value. We have recently 
appraised schemes at using developers’ appraisals in the area and with our 
local knowledge we increased the sales value to £170 psf.  

At £158.49 psf, and with the Affordable Housing at 20%, the scheme was 
unviable. Using the same sales values but with no Affordable Housing the 
scheme proved viable. 

At £170 psf sales values, with 20% Affordable Housing (market rented), 
£250,000 per acre (50 acres of commercial) land value and the profit on GDV 
remaining at 20% the scheme met the target land value.  

5.4.3 General Viability Statement from Baseline Appraisals  

At today’s prices the baseline costs would suggest that the developers may well 
present viability arguments to reduce Affordable Housing contributions. 

The cause of this is largely due to the lower value base achievable rather than 
excessive costs to build housing units. Values can vary significantly between 
regions whereas costs are less sensitive regional variation. Below, we compare 
the baseline appraisals with the known circumstances of the SUEs in order to 
establish whether their viability can be enhanced.    
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5.4.4 Developers’ assumptions and inputs 

In this section of the report we review how the assumptions and inputs for each 
SUE scheme differs from the baseline assumptions in order to establish 
whether we can raise the probability of the scheme progressing and increasing 
the proportion of Affordable Housing/section 106 contributions. 

In the Wellingborough context we consider below the following: 

■ Wellingborough East (Stanton Cross) 
■ Wellingborough North (Upper Redhill) 

In this section of the report we have reviewed how each SUE scheme differs 
from the baseline assumptions to consider whether we can raise the probability 
of the scheme progressing and increasing the proportion of Affordable 
Housing/section 106 contributions. 

5.4.5 Wellingborough East 

An outline planning application was originally submitted for this SUE in 2005 
and revised in 2005 and 2006 by Bovis Homes Ltd. The Council approved the 
application on the 8th March 2006 for 3,100 residential units, Industrial and 
commercial development, New public transport links and interchange at the 
station, a Town Park, a neighbourhood centre/surgery, supporting retail and 
community hall/primary school. 

The scheme also comprises 2 further secondary local centres. 

A CPO was promoted to acquire the land for the delivery of the scheme by the 
Council in 2012. 

Our knowledge of the local area suggests that Wellingborough, whilst we have 
no detailed appraisal of the scheme to compare local data, has potentially more 
viability: 

■ Local independent appraisal shows sales values closer to £180 psf 
therefore the benchmark values are lower than what could be potentially 
achieved. 

■ Our build costs are much higher than the developer’s costs. The same 
independent appraisal we are undertaking indicates local rates (including 
fees) at mid-£70’s psf compared to BCIS rates at £90 psf 

■ Our combined infrastructure/S106 per unit is much lower at c£15k opposed 
to quoted need for allowance of circa £53,000 per unit 

■ Our fees are higher 
■ Their target acquisition price per acre is lower 
■ The promoter has assumed cost inflation 

 

5.4.6 Wellingborough North 

Wellingborough North is the proposed extension north of Wellingborough Town 
Centre. The application was proposed by Northants LLP in November 2007.   

The SUE is a proposed development of 3,000 residential dwellings 
incorporating community facilities. In addition, the scheme consists of 6.69 
hectares of B1 commercial uses and a Neighbourhood Centre (a mix of retail, 
offices, community, leisure and a health clinic).  

The development includes a further two smaller centres (retail and community) 
and land to accommodate two primary schools and playing fields.  
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In addition to the playing fields the development incorporates an open space 
provision of 17.66 hectares. An appeal was also heard in 2008/09 where the 
Secretary of State upheld the appeal and allowed the scheme in 2010 subject to 
the submission of a signed planning obligation. 

Our knowledge of the local area suggests that this scheme, whilst have no 
detailed appraisal of the scheme to compare local data, has potentially more 
viability: 

■ Local independent appraisal shows sales values closer to £180 psf 
therefore the benchmark values are lower than what could be achieved. 

■ Our benchmark build costs are much lower than the developer’s costs, 
however if we adopt the costs from the same independent appraisal 
referenced above indicates local rates (including fees) at mid-£70’s psf 
compared to the promoted rates at £95 psf 

■ Our fees and contingency are higher  
Our profit is higher than the 20% profit on cost 

 
Tenure mix 
The residential accommodation is promoted including Affordable Housing at 
20%. The SUE’s are at a very early stage so a detailed breakdown of house 
types and tenure is not possible to compare. 

5.4.7 Section 106 expectations (including any renegotiation) 

Section 106 assumptions for Wellingborough East are approximately below our 
CIL/infrastructure cost rate. However, the infrastructure burden is considerably 
higher but includes the provision of schools etc. as well as major roads. There is 
the prospect that further detail will emerge on the educational contributions and 
land combination in due course. 

5.4.8 Summary of developer’s viability report 

There are clearly areas where both costs and values will differ. However, we 
note specifically that cost inflation is taken into account but not sales value 
inflation and a recent independent assessment we have undertaken shows 
build costs significantly below the promoters’ costs and sales values would 
appear to be capable of being raised to similar levels as the independently 
assessed scheme. Therefore, whilst the conclusion at today’s date shows lack 
of viability, there is scope for improvement as certainty is introduced into the 
scheme. 

Our overview identifies that the majority of the gap relates to land cost. There 
appears to be no application of discount for either planning or infrastructure 
burden and perhaps more significantly no lot size discount. By way of example, 
the stated land value expectations for Wellingborough North are contributing to 
the lack of viability and may need to be more closely linked to actual residual 
values. Taken into context with the lack of discounting the viability assessment 
would be erroneous to assume the higher land figure. On an independent basis 
therefore there is greater return available given a more realistic land cost 
assumption. 

5.4.9 Assessment of info provided by developers 
In terms of Wellingborough East the appraisal is very high level and does not 
allow for a true comparable at this stage as summary data doesn’t precisely 
match appraisal entries in relation to S106 and infrastructure. Our review 
suggests however that there is additional scope for viability. 

In terms of Wellingborough North we have not reviewed in detail appraisal data 
provided but our overview has raised a potential issue over land value 
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expectations which may undermine viability but this will need to be assessed at 
the detailed level at the appropriate time.  

The promoter has recently (quarter 1 2015) undertaken a marketing exercise 
with CBRE for the first 820 dwellings. This we understand will enable house 
building to commence in quarter 3 2015 indicating their confidence that the 
scheme is viable and deliverable. 

5.4.10 Comparison of our appraisal and developer summaries 

To reiterate the above, the principal differences in terms of Wellingborough East 
are the assumptions on base build costs and values where inflation is 
considered only on costs but not value. Furthering this local experience 
suggests that the major housebuilders will be able to deliver the scheme using 
scale efficiencies which will result in additional headroom of viability.  

We have identified significant cost assumptions in land return expectations in 
Wellingborough North which would have an impact on viability. The developer is 
progressing the scheme and is confident that viability is not an issue 
demonstrated by their progress in reserved matters investment. 

5.4.11 Commentary on potential impact of competing SUE’s on values and build 
rates 

The locations of the schemes are not directly competitive though together 
represent a significant volume of house building. The analysis would suggest 
that Wellingborough East is likely to be on site before North and establish a 
market. 
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5.5 Rushden 

5.5.1.1 Assumptions 

The baseline assumptions set out below are the generic Rushden market 
assumptions. CIL and infrastructure burden is consistent with the JPU Viability 
assessment report. 

Headline Criteria – Benchmark Appraisals 

item Units Assumption basis 

No. of Residential Units 1240 total 
1000 Open Market 
240 Affordable Housing 
 

Based on 16 units per 
net acre on a net 75 
acres (120 gross acre 
site). 

Residential Value £159.70 psf 
£170.00 psf 
 

Range derived from 
recent independent 
viability assessments 
undertaken 

Commercial Space 10 acres & 
50 acres 

Commercial Space test 
low commercial and high 
commercial contribution 

Commercial Value £200,000 acre Based on comparable 
evidence. 

Affordable Mix 20% Total of which 
Target 
80% Market Rent 
20% social rent  

Varied to meet residual 
land target 

Costs   

Acquisition Price Target £247,100 per 
hectare (£100,000 per 
acre) 

Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Stamp Duty 4% based on Stamp Duty 
Land Tax thresholds 

Construction Cost Residential 
£78 per sq ft (inc 
Externals) 
 

Average Build cost 
assumed for County 
 

Construction 
Contingency 

5% Accepted market 
assumption  

Professional Fee 10% Accepted market 
assumption 

Sales/Marketing Costs 3% of GDV Accepted market 
assumption 

Agent Fee 1% Sale  Accepted market 
assumption 

Legal Fee 0.5% Sale  Accepted market 
assumption 

Infrastructure Cost £10,000 per unit Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 
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Interest Rate 6.5% Accepted market 
assumption 

CIL or Strategic 
Equivalent 

£4.65 psf Based on BNPPRE 
North Northamptonshire 
Draft Joint Core Strategy 
– Viability Study 
December 2013 

Profit Target 20% (on GDV) 
Part residualised to infer 
flexibility of returns 
 

Accepted market 
assumption 

   

5.5.2 Baseline Appraisal Overview 

Using the above baseline assumptions (sales values at £159.70 psf) Rushden 
produced an insufficient residual valuation. This therefore shows that using the 
basic assumptions based on BNPPRE North Northamptonshire Draft Joint Core 
Strategy – Viability Study December 2013, the appraisal does not reach the 
baseline of £247,100 per gross hectare (£100,000 per gross acre) and is 
therefore deemed not to be viable.  

Affordable Housing was used to vary the cost/values in the appraisal to meet 
the target land value. When Affordable Housing was removed the appraisal 
remained unviable i.e. did not meet the required target land value.  

The other variables to consider were more optimistic sales values which, from 
our independent viability experience within the area, are possible and to 
consider lower developers return. 

The final stage was to review the BCIS cost input. We have been provided with 
alternative cost bases when acting as independent viability assessors and those 
costs have been lower than BCIS. It is not therefore unreasonable to test real 
world assumptions where appropriate. 

The initial variant change was to increase the sales value. We have recently 
appraised schemes at using developers’ appraisals in the area and with our 
local knowledge we increased the sales value to £170 psf.  

At £159.70 psf, and with the Affordable Housing at 20%, the scheme was 
unviable. Using the same sales values but with no Affordable Housing the 
scheme proved viable. 

At £170 psf sales values, Affordable Housing reduced to 20% (market rent), 50 
acres of commercial land and the profit on GDV 20% to the scheme met the 
target land value.  

Tenure mix 
The site is currently not being promoted by a developer and therefore we have 
not been provided with any information on tenure mix.  

5.5.3 Section 106 expectations (including any renegotiation) 

The site is currently not being promoted by a developer, although the scheme is 
being pursued by East Northamptonshire Council, Rushden Town Council and 
a consortium of key landowners.  At this stage, therefore, there have been no 
discussions in relation to s106.  
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5.5.4 Summary of developer’s viability report 

The site is currently not being promoted by a developer and therefore we have 
not been provided with any information on viability.   

5.5.5 Assessment of info provided by developers 

No information has been provided as the site is yet to be promoted.  

5.5.6 Comparison of our appraisal and developer summaries 

No information has been provided as the site is yet to be promoted.  

5.5.7 Commentary on potential impact of competing SUE’s on values and build 
rates 

There is only one SUE being brought forward in Rushden. The marketing for the 
SUE in this location is not likely to compete with the other major settlements 
being reported. 

 

5.6 Scaled Up Appraisals 

We have expanded the baseline appraisal to reflect a large scheme to test 
whether the viability generally increases with the addition of more residential 
units. The purpose is to test the costs multiplication on a per unit base at a 
scale closer to the average SUE. 

We have previous knowledge of three of the sites- Corby (Weldon Park and 
Priors Hall) and Kettering (East) 

The appraisals completed as part of this report are merely benchmarks for each 
SUE’s using average build costs and sales values from the area. Each site is 
unique and has its issues and abnormal costs which a benchmark appraisal 
cannot appreciate.  

From the information provided by developers and our own market knowledge 
we have been able to take a real world view of the appraisals and apply 
applicable rates to whole schemes.  

Using Rushden as an example an appraisal was run on the following 
assumptions: 

 2,500 units 

 20% affordable (split 70:30 affordable rent and shared ownership) 

 Average sales values of £176 psf 

 Build costs of £87 psf 

 An assumed commercial land of 25 acres.  

 Infrastructure/s106- £26,000 per unit (as opposed to the baseline of 
£10,000 per unit).  

 CIL/Infrastructure cost equivalent at £4.65 psf 

 All other fees and contingencies as per baseline appraisals 
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High level appraisals were run to see whether, when scaled up appropriate 
infrastructure and s106 costs were also considered. 

It was found that the increased revenues more than outweigh the cost increases 
and as such allowed for the scheme to be deemed viable including 20% 
Affordable Housing and the CIL rate of £4.65 psf (£50 psm).  

 

5.7 Summary Conclusions 
 
Our review has shown that each SUE and individual sites within a SUE differ 
and cannot be easily compared. 

The only constant which can be used through each SUE are the sales values 
and build costs as these are market driven. The state of the market affects the 
sales values and build costs achieved and therefore the corresponding viability. 

Our research has shown that at the benchmark values / costs, all the sites are 
unable to reach the target land value of £247,100 per gross hectare (£100,000 
per gross acre) in the short term.  

An important point to note is that the benchmark land value, whilst it attempts to 
address the higher returns to land owners as part of the Harman review 
recommendations, it could be considered arbitrary as it doesn’t reflect the 
increased infrastructure costs differentials between SUEs. It is feasible that - 
land values in Corby ought to be considered at a sub £247,100 per ha 
(£100,000 per acre) benchmark recognising that land values simply cannot 
meet this benchmark land value and remain policy compliant.  

A balance would also be expected between policy compliance and meeting 
landowner returns to ensure release of development land. 

We have maintained it for the purposes of meeting the criteria for the release of 
the land to enable development however the detailed viability assessments will 
need to consider the appropriate residual in each individual case. 

However when a view is taken on the variables using our own market 
knowledge and developers information, the appraisals can become viable, but 
not at the level required by the councils,- in terms of the level of Affordable 
Housing, s106 and CIL, again based on current day assumptions.   

With further growth rates predicted in terms of sales values going forward the 
viability of schemes should improve and therefore a better view can be taken by 
developers on Affordable Housing and s106 commitments.  

Corby remains the least viable of the SUE’s. The low sales values achieved in 
the area are the main reason for the lack of flexibility. We have also raised the 
potential for Corby to generally benefit from the change in character to the 
areas where new housing product will generally raise the prevailing market 
averages and improves the area’s desirability as a housing destination.  

A cautionary note should be made that it is therefore essential that product 
differentiation is managed between the three SUEs being promoted to ensure 
that completion does not increase supply to the point where growth in sales 
values is held back due to an oversupply situation.     
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6 Generic Viability Improvements 

In this section of the report we provide a narrative where we believe 
opportunities to improve viability will be available to the developers. It is 
inevitable at early stages of viability testing that cost bases are inherently at 
greater risk and therefore have higher contingent costs embedded which are 
value engineered as time progresses closer to implementation.  

The following can be treated as generic as they apply to all the SUEs but 
become particularly relevant to larger strategic sites where there are greater 
sensitivities.  

6.1 BCIS v Actual 

Whilst BCIS is the official barometer of build costs at the local and national level 
our experience has shown that major housebuilders are able to consistently 
deliver new units for lower costs. The rate of variation will always differ based 
on the local circumstances and planning policy requirements for design etc. 

It is not unusual for appraisals be 10-15% below BCIS in some circumstances. 

To protect commercial confidentialities we have refrained from quoting 
appraised schemes. By way of example, however, we are currently undertaking 
a reviews of similar strategic developments where submitted build costs 
(including externals and fees) is at £74 psf compared to quoted BCIS rates 
equating to c£90 psf - a potential cost saving of c17%. Notwithstanding this we 
would expect developers at application stage to show clearly where design 
code improvements and garaging and/or other costs (above BCIS) would be 
taken into account. 

Economies of scale enjoyed by the national housebuilders will always allow for 
purchasing advantages enabling savings to be made. Whilst this is not available 
to small housebuilders it is likely that the SUE will be led by major developers 
and it is therefore unlikely that the majority of the SUEs will be built by small 
developers requiring the higher cost psf to be adopted. 

Outcome: Reduced cost base.  

6.2 Sensitivity of large schemes 

Using the analogy above, the 17% cost saving would equate to c £16 psf. Even 
at a cost reduction of £10 psf on a 2000 unit scheme with an average unit size 
of between 750 – 1000 sq ft, a saving on basic build costs of around £15-20m 
could be achieved.  

On top of this all fees and other costs based on a percentage of costs will be 
reduced accordingly. This may prove to provide enough savings to contribute to 
the S106 ‘pot’ or improve the viability equation on target land values. 

Clearly the greater the volume of units being delivered the more sensitive the 
appraisal will be as every £1 saved is multiplied across a larger volume of 
area/units. 

Outcome: Opportunity to make small changes with large positive effects. 

6.3 Cashflow Debt Management 

The cashflow of an appraisal is critical in terms of managing debt. At this stage 
of an appraisal many of the cost items will be derived on a desk top basis 
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assuming a land value based appraisal or a schedule of assumed usage and 
anticipated costs based a rate per sq ft. 

All schemes evolve as detail emerges and detailed analysis allows for 
refinement of cost, reduction of contingency and ‘fat’ in appraisals and the 
‘need’ to spend money is considered in terms of back loading costs where 
possible to reduce early spend and lower finance costs.  

A specific item in this respect is the payment of land. Appraisals usually 
residualised land which assumes land is paid for day 1. Land payment dates will 
often, particularly on large strategic sites, be staged and paid on critical 
milestones/drawdown dates contained with option agreements and purchase 
conditions.  

Debt on the acquisition is then lessened as borrowings are lowered in early 
years. This will make a substantial differences if millions of pounds of spend are 
held back, particularly on long term schemes. 

Outcome: To lower debt finance and improve cash flow positively.  

6.4 Affordable Housing Land Sales 

Affordable Housing by nature provides a lower rate per sq ft to an appraisal 
when directly compared to open market units. There are circumstances 
however when Affordable units can benefit cash flow. 

We have experienced a number of instances when the block sale of land to a 
Registered Provider (RP) for Affordable Housing has been both lucrative (in 
terms of price paid i.e. RP long term revenue based model can allow for higher 
land bids) and timely.  

Developers face a cash flow burden when building units as revenue is only 
realised on the sale of each unit and full return will not be realised until all units 
are complete and sold. However selling a block of land to an RP will release a 
net income receipt, potentially on day 1, which in turn will offset debt interest 
and potentially return a greater return on capital employed due to the lower 
development capital expenditure. 

This would be less beneficial for a land trader unless the unit price for the acre 
was higher than private sales land but can assist developer’s cash flow more 
positively. 

Outcome: Opportunity to generate early revenues in the programme. 

6.5 Subjectivity of viability 

What is viable to one developer will be unviable to another, and vice versa. 
Viability is inherently subjective and is a factor of risk and reward. 

Comparables and bank finance together set the return for schemes at 18-20% 
of GDV but developers will ‘take a view’ depending on sales certainty, 
complications of the site and internal reward targets. 

The ongoing activities of the promoters provides the clearest evidence that each 
are confident that they are not wasting either time or money in promoting the 
schemes and that confidence is present that any viability concerns can be 
overcome to their satisfaction 

Outcome: Viability benchmarks are subjective.  
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6.6 Benchmark land values 

As per the subjectivity of viability, benchmark returns are also subjective. The 
Harmon Review has encouraged the acceptance of higher returns to willing 
sellers to incentivise the release of development land. Gross land for strategic 
development tends to break back to circa £247,100 per ha (£100,000 per acre), 
however conditions of contract, site characteristics, negotiation itself will all 
result in varying deals/overage provisions, alternative promotional agreements 
and personal circumstances.  

We are very aware that bulk discount for scale will itself justify lower pricing. 
The benchmark is a benchmark and not an absolute.  A balance would also be 
expected between policy compliance and meeting landowner returns to ensure 
release of development land. 

Outcome: Land deals can be acceptably lower than £100,000 per gross 
acre.  

6.7 Housing Typology 

We have experienced in more recent times strategic housing sites requiring 
reviews of housing typologies. What is anticipated to sell well may indeed 
change and slow down. As schemes progress on site it would not be unusual 
for reserved matters application to alter the housing mix to unit typologies that 
sell faster and / or sell at a higher premium that that originally proposed. 

Whilst the opposite can be said that houses can sell for less than anticipated 
due to external economic conditions, it would not be logical to assume that a 
review would result in lower value/slower to sell units being promoted therefore 
it is logical to assume that a developer will aim to improve sales rates and value 
wherever possible. 

Outcome: An opportunity to accelerate sales.  

6.8 Finance Rates 
 
Our benchmark appraisals have assumed the ‘going rate’ for openly sourced 
bank debt. What will happen in reality is that housebuilders will have agreed 
rates of finance with their lenders. The national housebuilders tend to benefit 
from substantial ‘rolling debt facilities’ enabling lower cost debt than we might 
appraise at. 

Other instances that alter debt costs will be internal borrowing rates where the 
parent body provides debt to the development arm from cash reserves at a 
lower rate than externally borrowed but the appraisal will assume not the 
special internal rate but the open market rate. Our view is that where 
developers show that lower rates are enjoyed these should be used and not the 
open going rate to reflect a transparent approach to costs. 

A second difference to be considered is the modelling. Housebuilders will often 
extract monthly revenues from house sales which effectively elongates returns 
altering the debt interest calculation. Traditional residual modelling assumes 
returns are made at the end of a scheme. The inconsistency of approaches may 
make one developers view of scheme differ from that of another, i.e. what is 
unviable to one may be viable to another. 

Outcome: Lower finance charges.  
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6.9 Growth  

Our benchmark appraisals are undertaken as of current day.  This is usual 
practice and under RICS guidelines as it is not possible to be definitive as to 
future sales rents and future cost rates to inform development appraisals with 
certainty. 

The consequence of taking a current day approach is that markets are not 
established, precedents are not set and above market values cannot be 
predicted yet may still be achievable with the correct and appropriate marketing 
of the proposals. 

We have instances of developers assuming cost growth but no value growth, 
with others assuming land value growth (i.e. return to land owners) but not sales 
value growth for the developer into the appraisal. 

Whilst we are unable to test at a detailed level the impact of growth with 
certainty, the statistical evidence over house price and land value for residential 
growth over the modern period indicates that there has been an upward only 
trend in both values and cost however land values and sales values have 
outstripped costs consistently through this period. 

It would therefore be a reasonable and logical assumption to make that reviews 
of appraisals over time would be upward only during the lifetime of the project 
subject to external economic downturns. 

It is inevitable with a 10-15 year and in some cases 20 plus year developments 
that they will go through economic cycles including both boom and bust, 
however in a reference back to the statistical evidence the sales values should 
outstrip current estimates for current day.  In conclusion therefore we could 
assume that sensitivity testing of growth would be a reliable indicator of 
increased value over time.  We can say this with some certainty as the higher 
cost items, in relation to infrastructure provision, would naturally be early costs 
to the strategic developments as they are required to be in place in order to 
allow developments to happen.  Therefore cost inflation on the early works is 
more controllable.   

Outcome: These are long term schemes and will benefit from growth.  

6.10 Assumptions 

Each and every development is unique and each and every developers 
approach to cost assumptions will also be unique.  Therefore there is no generic 
set of assumptions that can be applied to a development that automatically 
guarantees viability. 

At this stage there is a higher possibility of a wider range of assumptions.  This 
is because a cost differential either on a unit basis or a land basis is multiplied 
significantly over larger schemes as alluded to above.   

As the proposals move closer to application, costs will be better known and 
assumptions will be less variable to risk and fundamental changes.  

What is less consistent is the additional “fat” i.e. comfort costing applied to large 
scale developments.   We are in receipt currently of an independent 
assessment where the contingency is set at 10% which is on top of a significant 
ground remediation and infrastructure burden.  It is highly unlikely in reality that 
10% contingency will actually be required to be drawn upon however a current 
day appraisal with 10% contingency in it eats up a significant proportion of 
available value that could be apportioned to the Section 106 and /or Affordable 
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Housing or be used to meet land value targets.  In due course, the contingency 
would be reduced as the cost certainties are made clearer. 

Outcome: Early assumptions on costs will be refined as the scheme 
progresses to detailed planning.  

6.11 Summary Position 

We have identified above a number of generic instances whereby current costs 
and values will change over the period of the lifetime of the development.  We 
do not seek to criticise the SUE’s in any way in terms of the cost information 
and value assumptions which have been made to date, however, we outline 
how, in our experience, developers and promoters are able to generate 
certainty and therefore cost reduction post viability appraisal, during the lifetime 
of the project. 

We are confident that each of the SUE’s will benefit from some or all of the 
above circumstances to improve viability over time. 
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7 Summary / Conclusions 

7.1 Market Commentary 

Our overview of the residential market shows that the UK economy is 
recovering and house prices appear to be rising continuously and are expected 
to continue to rise throughout 2014.   

Whilst the trajectory for house prices is uncertain a recent study undertaken by 
Savills predicts that values are expected to increase over the next 5 years.  The 
medium term predictions continue to grow between 2014 and 2018 though the 
rate of growth is due to decline from the current peak which is expected to be 
around about 6% in 2014.   

The market evidence from discussions with the developers is that recent 
Government incentives combined with the freeing up of availability for 
mortgages and continued low interest rates has resulted in a strong growth in 
new mortgage applications and residential house sales.  Following the 2014 
March Budget announcement, there has been an extension to the Government 
incentives supporting buyers.  

This is good news for North Northamptonshire as each of the SUE’s will directly 
benefit form financial incentives which will assist in overcoming some of the 
viability pressures facing the developments CIL Benchmarks 

We have adopted the CIL benchmarks from the 2013 BNPPRE CIL Viability 
Report and used these combined with a nominal charge per unit for 
infrastructure to assess the impact on the developments.  We selected a 
benchmark for acreage and net density across each of the major settlements in 
order to determine how the settlements were positioned, relatively speaking, in 
terms of their viability. 

In terms of general findings, the lower sales values in the Corby area add more 
viability pressure than other settlements. However, this is very dependent on 
the rate of CIL applied to the development 

When CIL is applied to the developments there is immediate pressure on the 
ability to deliver Affordable Housing.   

In order to test viability we undertook the same methodology to the CIL viability 
assessment (December 2013) and determined that in Corby’s case the 
benchmark exercise requires, in order to hit the £247,100 per ha (£100,000 per 
acre) target value, a significant reduction in Affordable Housing.  In addition we 
required a lowering of profitable return to the developer in order to achieve the 
target land value.   

With respect to Wellingborough the higher sales rate per sq ft that was available 
provided a much more deliverable value base and is likely therefore to result in 
a greater prospect of viability.  

Wellingborough East is perhaps the more viable of the two SUE’s being 
promoted in the Wellingborough area.  This is largely due to promoters’ 
assumptions in the appraisals as is currently provided. 

Whilst we are unable to quote and be specific in terms of the commercial data 
provided to us due to commercial confidentialities in the public reporting of the 
land values and cost assumptions, we are of the opinion that the basis of land 
value is impacting significantly on the ability to determine a viable scheme in 
respect of Wellingborough North.   
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Our analysis of the approaches across all the SUE’s has shown that the 
promoters and developers are applying significantly different assumptions as to 
items such as the following: 

■ Cost inflation 
■ Value inflation 
■ Land inflation 
■ Contingency 
■ BCIS Cost base versus personalised cost base. 
■ Fees  
■ Phasing. 

 

7.2 Methodology Undertaken 

In order to provide and address the objective for this report which is to outline a 
narrative as to how the SUE’s can be determined to be viable, factors such as  
early cost control and profit are considered in the longer term and our identified 
viability factors applied to see how any viability concerns can be overcome. 

We outline below the process by which we considered a benchmarking and 
then carried out a reality check and a scaled up overview of the SUE’s as 
promoted. 

The follow-on stage was to consider the variables to the benchmark 
assessment.  The variables that we considered were as follows: 

■ Lower build cost base, based on independent viability assessments 
undertaken by the BNPPRE team in the North Northamptonshire area over 
the last 12 months. 

■ Sales values promoted within the SUE’s that we have independently 
appraised and schemes in surrounding areas over the last 12 months. 

■ Infrastructure and Section 106 negotiations undertaken through our 
independent viability assessments over the last 12 months. 

■ Attitude to land value and comparison of benchmark land values across the 
SUE’s taken from our independent viability assessments and viability 
assessments on non-SUE developments across the Northamptonshire 
region. 

The variables that we were able to apply to the generic appraisals suggests that 
there are a number of instances where, even in the absence of assuming any 
growth in sales values, that additional value can be found or costs could be 
reduced from those that are currently being promoted. 

We reiterate that, technically under RICS Guidelines, we should not apply 
growth to sales values and costs and that there is no certainty that we would 
assume the correct figure. Therefore the current day values should be the basis 
of the viability assessments.  It is the basis on which the promoters and 
developers have submitted their existing viability arguments to the planning 
authorities. 

Whilst this is the correct basis upon which to start it is highly likely that positive 
growth in sales values will be at a higher rate than the cost increase and 
therefore additional viability will be achieved into developments over time. 

Therefore, the argument that because current day values suggest that the 
schemes are unviable today and will remain unviable for the remainder of the 
development cycle is erroneous.  The more difficult equation is whether a 
developer / promoter is prepared to start on site in the absence of viability with a 
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lack of certainty that future costs can be controlled.  If future costs cannot be 
controlled, then it is unlikely that the developers / promoters will be prepared to 
commit to a start on site in any of the SUE’s. 

In terms of these cost fixes and raising of confidence, we would suggest that the 
following be considered by the local planning authorities: 

■ Reduction of Affordable Housing in the short term to enable early phases of 
developments to proceed (albeit the developer shares the pain and takes a 
lower return in partnership with local authority taking a lower Section 106 
return). 

■ Consideration of Deferred Developer Contributions (DDC) mechanisms to 
defer costs, improve cash flows and claw back S106/Affordable Housing 
etc. at a more viable point in the appraisal 

■ The future Section 106 liabilities and Affordable Housing targets are capped 
in order that a developer can with some certainty assess costs at due point 
in time relative to the number of units being promoted. 

■ Non-essential Section 106 mitigation measures are kept to a minimum and 
that a priority list of mitigation elements are agreed with a developer in order 
that cost burdens are reduced in the short term to guarantee delivery. 

The above is not an exhaustive list but seeks to support the set of 
circumstances that reduces uncertainty in the viability process.  The developer 
would then need to agree to interim viability assessments, to raise the certainty 
that policy compliance is assured over the lifetime of the developments. 

 

7.3 Generic Viability Review 

We assessed outside of the specific technical elements of the appraisal a list of 
fundamental factors that will influence the way each of the developers and 
promoters will review and refine their appraisals and developments over the 
lifetime of planning and throughout the lifetime of the development during 
implementation. 

It should not be overlooked that the promoters continue to promote the delivery 
of the sites. Developers often rely on growth and hope value to overcome 
current day costs exposure. However, we believe there are circumstances over 
and above simple hope value increase to enable the SUEs to be delivered. 

 These are summarised below: 

7.3.1 BCIS v Actual 

Whilst BCIS is a recognised benchmark for build costs, we are consistently 
being provided with development appraisals which are site assessed and below 
BCIS on a per sq ft basis on a regular basis.   

We have had discussions and arguments in the past whilst doing independent 
assessments as to whether BCIS should or shouldn’t be the basis for which all 
development appraisals are undertaken because BCIS is a national average 
regionalised for local context and does not take into account a scale of 
economies which larger housebuilders would be able to enjoy, that are not 
available to smaller housebuilders.  Whilst we can understand the reason for 
this it is not a level playing field in the real world.  The SUE’s are highly likely to 
be delivered by National Housebuilders who will enjoy economies of scale and 
they will be building these developments at a lower than BCIS cost base. 

We believe, therefore, that in order to maintain transparency and output in 
terms of Section 106, benefits to the local authority and the implementation of 
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mitigation measures the appraisals must reflect costs actually incurred and 
profits and returns actually received otherwise the principle loser in that process 
will be the communities and the local planning authorities.   

Whilst the BCIS cost base can be lowered the volume of the lowering is 
somewhat subjective.  We have therefore not sought to demand a minimum or 
absolute discount but are suggesting that each SUE will be taken into account 
in a different way, given site assumptions.  However we believe that there will 
be a cost reduction in each of the SUE instances. The appraisal we have 
undertaken assumes a flat rate of costs across all SUEs. It is by no means as 
low as the lower quartile BCIS cost base and is closer to the Mean BCIS rate for 
Corby. We are confident therefore that developments will be brought forward 
close to or below this average. 

7.3.2 Sensitivity of Larger Schemes 

It is not unusual for a swathe of different development appraisals and 
approaches to the financial modelling to be undertaken by different developers.  
We have had instances where land value based models are promoted on a 
notional acre basis which does not necessarily reflect the nuances of a 
development in terms of actual costs and values per sq ft as the scheme is built 
up. 

If the scheme appraisal is too generic then one of two pounds per sq ft may not 
appear to be of great significance but if that is multiplied by hundreds of 
thousands or millions of sq ft across a very large development scheme then the 
actual variance in the current day value promoted and those that will be 
achieved in reality will provide significantly different answers within the 
appraisals.  For the same reason contingencies need to be monitored carefully 
as a 5-10% contingency on a large scale scheme will provide millions of pounds 
of cost which may never be incurred.   

The only way to address this in reality is that an interim or final review is 
undertaken to determine what the actual costs were against actual revenues to 
determine what the actual amount of money is available for schemes.   

This approach would be a useful exercise in order to be undertaken in each 
case as it would allow the developers to take schemes forward by providing less 
in the early years with the local  communities not losing out but recovering those 
contributions originally foregone in due course when the developer is capable of 
paying them. 

7.3.3 Cash Flow 

The cash flowing of the development appraisals is critical over the length of long 
term schemes because the application of debt is a percentage of cost outlaid.  If 
costs are front ended in terms of major infrastructure items, then that debt is 
carried throughout the appraisal and increases throughout.  When undertaking 
independent appraisals we are always very careful to make sure that major cost 
items associated with Section 106 for example are in the correct year within the 
appraisals so that it does not influence debt.  Local planning authorities can also 
assist in this by allowing developers to back load certain elements where the 
back loading would actually enhance the viability and ensure the progression of 
the scheme to implementation.   

We understand that in the context of Wellingborough East the Authorities are 
already undertaking initiatives to do this. 
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7.3.4 Subjectivity of viability 

We considered also the application of the £247,100 per gross hectare 
(£100,000 per gross acre) benchmark land value and the impact on policy 
compliance and developer return. It is clear that each SUE has different cost 
burdens due to local site constraints or density etc. It is likely therefore that, in 
reality, each site will subject to a test against the individual circumstance 
affecting value and the appropriate price paid and returns to all parties sharing 
the burdens. 

Our insistence on the benchmark is that, under Harman guidance, landowners 
need to be incentivised to release land otherwise there is a potential 
consequence to the release of land for residential development. 

Our conclusion is that this benchmark is not fixed and landowners will have 
different expectations and needs driving their negotiations. Our review has not 
sought to reduce land price to a full residual so as to ensure the release of land 
for development is enabled. In each circumstance, viability will be determined 
by each party delivering and schemes will be delivered by those where the 
compromise between all parties is appropriate. 

 

7.4 Affordable Housing Land 

For the same reason as the debt management, Affordable Housing land sales 
can potentially be received prior to the private housing being constructed.  This 
has the benefit of the developer receiving a sum of money which can be used to 
offset debt in the early years as in order to sell a private unit, the unit has to be 
built along with infrastructure with income only received on a per unit basis over 
a period of time.  Therefore the advantages of receiving a cash sum for a land 
sale for Affordable Housing in the short term are clearly advantageous in cash 
flow management.   

The viability will improve as a result. 

 

7.5 Housing Typology 

We examined the critical nature of the housing mix being correct for the market.  
We are appraising a number of independent schemes at the moment where this 
is important to maintain and not fall behind prevailing market average values.  
On review this is due to the over provision of certain house types, which when 
planned were a reasonable assumption but by the time built the purchase 
market has moved to different housing preferences.  This is most clear in terms 
of the three storey town house in the Corby area where a glut of housing has 
led to purchaser apathy towards the product unless it is very well designed.   

Clearly the flexibility to vary the housing mix over the lifetime of the project will 
ensure that the maximisation of value per sq ft per housing type is achieved by 
ensuring that the housing typologies react to market and land accordingly.   

 

7.6 Finance Rates 

We examined the application of debt in appraisals and have found that there 
are varying assumptions being made across the SUE’s.  This is reflective of the 
current market and is not unusual.   
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The area for concern for us is the internal rate / cost of borrowing to large 
housebuilders with major debt facilities with national banks compared to smaller 
developers who do not enjoy the ability to form large debt facilities at lower 
rates. 

In our experience it is quite often the case that standard national rates are 
applied to development appraisals. However that rate of cost is not actually 
incurred by the developer and savings are made on debt as a consequence.   

Whilst during the planning phase the rate of debt cannot be proven in most 
cases, the ability for a developer to make cost savings on their debt entry would 
at least provide them with an internal rate discount, and hence additional return 
which may be sufficient to overcome the outward lack of viability on a scheme 
and allow them to progress. 

 

7.7 Growth and Assumptions 

We considered the application of growth to be consistent with the CIL Viability 
Assessment Report.  Our findings were that the growth assumptions will allow 
these schemes over time to become viable.   

In terms of assumptions we would recommend an application of a degree of 
consistency over assumptions in order to maintain the transparency between 
schemes. 

This is difficult on large scale schemes particularly where they are in early 
stages of promotion when third party sub consultants may not necessarily have 
undertaken detailed reviews to advise on final costs. 

The difficulty with assumptions is that promoters will require cover or worst case 
scenario testing to ensure that there is an ability to proceed.   

The consequence of this is of course that more cost is sitting in the appraisal 
than would probably be incurred however without the lack of information in the 
early stages it is not possible to narrow this down in fairness to the developers 
and promoters at this stage.  The positive consequence of this is that when on 
site and being implemented the schemes are narrowed down and certainty is 
created, the cost assumptions are pulled in and developers are able to make 
more of a return than they originally envisaged through value engineering. 

The promoters / developers are undertaking a normal and sensible way of 
promoting schemes in the early years.  The crux of this point is that additional 
revenue / viability could be achieved during the lifetime of the project over and 
above that known at the date of the initial viability assessment.   

 

7.8 Benchmark Value 

In order to maintain consistency with the CIL viability assessment report we 
considered the targeting of £247,100 per gross hectare (£100,000 per gross 
acre) as the benchmark land value across the area on a general basis, however 
our experience of the struggle to maintain viability in the Corby are based on 
this benchmark would suggest that the benchmark in Corby should be sub 
£247,100 per gross hectare (£100,000 per gross acre).   

Clearly there are different levels of value expectations by land owners, and 
there are clearly different land deals having been undertaken by developers 
over the period of time, reflecting market conditions at the time of the deal. 
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The difficulty with the benchmark approach is that there are significant 
differences in returns to landowners expected even between the SUE’s 
submitted which are part of this assessment and also differing abnormals that 
would usually be discounted off land price paid between SUEs both of which will 
impact on actual price agreed. Lower value areas/sites will inevitably 
experience a greater difficulty in genuinely achieving this benchmark given fairly 
standardised build cost assessments across the area but perhaps greater 
abnormals and infrastructure burdens. 

Recent guidance clearly sets out the basis for land owner expectations and 
what would be a reasonable return to a willing seller in an open market 
situation.  Ultimately it must be that residential development values are 
residualised, based on the appropriate planning, with the costs for infrastructure 
and mitigation being residualised against the land value in accordance with 
policy requirements.   

The difficulty with this approach is that it does not necessarily reflect value 
aspirations by landowners.  The rebalancing of land owner expectations can 
only change over time. However, everyone expects to make money out of land 
and would not necessarily consider the application of discounts due to planning 
policy as a reasonable move.   

This will inevitably delay some sites from coming forward.  Of concern will 
probably be the Wellingborough North scheme to maintain the balance on 
landowner expectations and in Wellingborough East where gap funding may be 
required to assure delivery. 

We are currently experiencing deals which, when residualised, are significantly 
below the £247,100 per gross hectare (£100,000 per gross acre) benchmark. 

In some cases the residualised value has been closer to £59,304 per gross 
hectare (£24,000 per gross acre) due to either a low net development area on 
the gross site being acquired, (due to ground conditions and planning), and also 
due to the volume of infrastructure required on certain sites. 

 

7.9 Position Statement on General Viability for each SUE over the 
planned period to 2031 
 

7.9.1 Corby, Weldon Park 

Weldon Park has been separately appraised previously and, whilst experiencing 
significant viability issues, the promoters have negotiated a discount on 
Affordable Housing and a land package which should allow this scheme to 
progress to implementation in due course. 

7.9.2 Corby, Priors Hall 

Priors Halls straddles two local authority boundaries, those being Corby 
Borough Council and East Northamptonshire Council.  The scheme has been 
independently appraised and has recently undergone a new investment sale.  
The issue of viability remains due to the volume of upfront infrastructure that 
has already been undertaken to date and the S106 and policy expectations for 
affordable housing which have a significant impact on debt management within 
the appraisal. 
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A separate viability assessment is currently being undertaken in the East 
Northamptonshire element of the scheme to assist with the viability argument to 
enable the scheme to progress.   

Positive discussions are ongoing with the two local authorities which should 
result in the scheme continuing to be implemented to zones 2 and 3 beyond the 
zone currently being developed by the consortium of developers. 

7.9.3 Corby West 

Corby West is not as far progressed as Weldon Park and Priors Hall.  The 
viability assessments will need to be undertaken in due course and the review 
of Affordable Housing will be necessary in order to accommodate the new CIL 
charge which along with the infrastructure burden will add significant pressure 
to the viability argument as reflected by our benchmarking exercise.   

Of concern in the Corby area is the potential competition between SUE’s 
coming forward and there will need to be a concerted effort to ensure that 
housing typologies and marketing of units are sensibly undertaken to ensure 
that the SUE’s do not compete with each other.  This is particularly the case in 
Corby where the sales values would be impacted to the point of rendering the 
schemes unviable if the sales value per sq ft falls below our benchmarks and 
our increased market benchmark. 

7.9.4 Kettering 

Kettering has the same CIL charge as Corby and Wellingborough.  However, it 
is able to command a higher sales value than Corby.  Our benchmarking 
exercise determined that the scheme could be made viable given a reduction in 
Affordable Housing in early phases.  At the higher rate of sales value obtainable 
in the market the SUE is viable with Affordable Housing provision. 

We are confident that with the other viability improvements available to the 
developers’ promoters that the site will be able to be brought forward in due 
course. 

7.9.5 Wellingborough East 
 
Viability generally in Wellingborough was made possible at the higher sales rate 
achievable in the area subject to the cashflow on infrastructure. 

Wellingborough East is a significant allocation which relies on substantial 
infrastructure in order to be made viable.   

The viability gap will be addressed by a combination of Local Growth grant 
funding via Northamptonshire Enterprise Partnership (NEP), deferral of non-
essential infrastructure, increasing housing numbers, Local Sustainable 
Transport Fund (LSTF), development finance via Homes and Communities 
Agency (HCA) and reduced affordable housing provision. 

We are confident if this is capable of being achieved that the initial land sales 
will enable the strategic landscaping and infrastructure to be provided which will 
enable the scheme to proceed through to development of housing units. 

7.9.6 Wellingborough North 

Viability generally in Wellingborough was made possible at the higher sales rate 
achievable in the area subject to managing land payments. 
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As alluded to earlier, higher land values expectations will create pressure on 
viability but the developer is progressing and confident that a balance is 
maintained.   

Our initial view would be that a proper consideration for benchmark land values 
should be taken in order to determine whether the reduction in the planning 
package thereafter is achievable in order to ensure this scheme is viable. 

 

7.9.7 Rushden East 

As per Kettering, Rushden and its surrounding hinterland functions as its own 
market is not likely to compete with surrounding SUEs (e.g. Wellingborough 
East and Wellingborough North) and the housing, again with flexibility on early 
phases for Affordable Housing, should be able to accommodate the cost 
burdens as assumed to date, particularly with the ability to increase its value 
over the lifetime of the project. 

At the lower sales values with Affordable Housing the scheme was unviable but 
with flexibility on Affordable Housing the scheme was viable. At the higher sales 
values the scheme was viable with Affordable Housing. 

 

7.10 Identification of Significant Viability and Poor Profitability 
Issues 

We highlight above where we believe the greatest issues are.  The principal 
significant issues are the higher infrastructure burdens which we have aimed to 
meet through the combination of CIL/ infrastructure rate and unit costs.   

We are aware that a number of the SUE’s are required to overcome significant 
ground issues, particularly in Corby Priors Hall, for example, and this is in the 
context of areas where sales values are not generous to the developers.  

In most cases the benchmarking exercise proved that the baseline of £10,000 
per unit for infrastructure provision and approximately £5,000 per unit for CIL 
(i.e. a combination of £15,000 per unit) proved to be lower than the combined 
infrastructure and Section 106 packages currently being negotiated on a per 
unit basis. The implication being that the individual SUE’s were carrying more 
cost to infrastructure than the benchmarking allows.  The implication of this is 
that they would be more unviable than the projections would allow. 

In order to deal with that we scaled up our development overviews to test the 
point at which schemes became unviable. 

 

7.11 The identification of significant viability and or profitability 
issues 

Alongside the benchmark appraisals, the scaled up SUE equivalent headline 
appraisals were undertaken taking into account information provided by the 
developers. As mentioned above appropriate market sales value, BCIS build 
costs, 20% Affordable Homes, CIL and infrastructure costs were used.   

The outcome of the appraisals was that in order for the schemes to be made 
viable, the same variables needed to be changed by the same proportion as 
was the case with the baselines for each SUE. The clear variable to ensure the 
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viability target was met was the higher sales value. Therefore the creation of the 
‘right environment’ is very important to ensuring higher sales values can be 
marketed. 

Other variables range from using a market build cost (as opposed to BCIS), to 
changing the type and % of Affordable Housing and developers taking a view 
on a return below 20% profit of GDV (which from current appraisals being 
undertaken is the case) to assist with viability.  

Consistent with the CIL Viability Study, appraisals were also run on the basis of 
a 24% increase in sales values and a 10% increase in costs of the baselines. 
All SUEs met the target under this assumption though Corby was just able to 
meet the target and therefore could be arguably continuing to suffer viability 
issues. All other assumptions remained constant.  

Under the full compliance test the schemes all fell short. Sensitivity testing of 
variables was undertaken using the same methodology as per the 
benchmarking exercise. The reduction of the Affordable Housing element was 
lowered until viability was met. 

The removal of all Affordable Housing from the low value areas is one option to 
meet the viability target criteria. This needs to be a policy driven objective in the 
short term to ensure that schemes are in more viable positions in the short term.  

 

7.12 Narrative to contribute to the public examination of the Joint 
Core Strategy 

Our analysis set out to provide practical narrative as to how the Sustainable 
Urban Extensions could be delivered despite initial developer/promoter 
concerns over viability.  

Our benchmarking exercise reinforced the position that the SUEs with current 
benchmarking costs and values would struggle to be viable in terms of meeting 
target land values per acre due to the combination of average to low sales 
values, average to high infrastructure burdens and the introduction of the new 
CIL proposals and /or an infrastructure burden.  

Whilst our initial exercise recognises the position of the developers, our 
sensitivity analysis with respect to the application of build costs, debt rates, 
achievable sales values and Affordable Housing flexibilities has reinforced our 
view that the SUE’s can be delivered and can be viable with the practical 
application of the above, supported  by statistical evidence showing growth in 
housing values.  

Over and above the practical application of costs and values derived from our 
substantial experience of appraising developments in the Northamptonshire, 
East Midlands and UK area we identified a range of factors in section 6 which in 
any combination would enable a developer to restructure and deliver the SUEs 
in an efficient and increasing value market over the lifetime of the long term 
projects. 

With specific reference to the benchmark targets there are clear discrepancies 
between the assumptions and approaches between each and all of the SUEs 
appraised.  

We have experienced different methods of applying growth although it has been 
inconsistent in each case. We are aware of land deals substantially below the 
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target benchmark and we are also aware of developers reducing profits below 
20% GDV as appropriate.  

The most important point to end our report on is that viability is subjective. Minor 
changes to appraisal assumptions will make big differences to viability 
outcomes on such land schemes. Whilst the SUEs appear at the current day 
values to be unviable the industry is structured to make efficient gains and in a 
rising market, the balance towards viability will improve.  

What is unviable to one developer will be viable to another as many will take a 
view in order to undertake development.  

 

8 Follow up with Developers 

Whilst our report remains dated for January 2014 we are aware that the market 
is moving apace with new planning consents reaching their highest levels since 
2008 according to the latest Housebuilders Federation (HBF) housing pipeline 
report. 

Of note the HBF stated that whilst plot permissions have risen the number of 
sites receiving consent is low in comparison. This may in part be due to the 
number of larger Urban Extensions being consented at the expense of smaller 
sites. 

With the increase in unit provisions coming off the back of the recession we are 
yet to see the construction industry fully recover in terms of stock and skills. We 
are particularly aware of brick shortages which have led to considerable price 
increases and also rising wages for bricklayers as a defence mechanism by 
contractors to retain good bricklayers.  

 

8.1 Developer Discussion Feedback 
 

The initial view from developers, (and backed up from research across the UK's 
SUE's), is that each is burdened by significant infrastructure and strategic costs 
required to open up the sites for development to be successful. 
 
As a result developers across the UK are reporting that each of the SUE's is 
unable to deliver the full policy compliant package of planning measures. This is 
because of a combination of low sales values and high up-front costs.  

8.1.1 Value Differentials 
 
With respect to sales values, the NNJPU area suffers from insufficient value to 
absorb all necessary costs. By way of example, a South-East based SUE will 
be subject to the same construction costs for the units (more or less), the same 
contract prices to construct major infrastructure and same fees basis but will 
enjoy, on average perhaps, a £20-30 per sq ft premium of additional value to 
contribute to the costs of delivery.  

8.1.2 Debt Management 

Regarding the management of debt costs, SUE's tend to be in ‘green’ areas 
lacking any infrastructure and will be subject to the provision of access and 
servicing prior to the ability to build and sell units.  
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Due to the scale of the developments this requires the necessity to cashflow 
significant negative debt at a cost to the scheme until revenues are received 
from unit sales to a degree not required by smaller schemes. SUE's are unique 
in this respect. 

 

8.1.3 Flexible Approach to Planning Package 

As a result of the discussions with developers BNPPRE have determined that a 
combination of discounting of Affordable Housing and S106 packages needs to 
be considered to lessen the burden of cost. The developers are seeking (across 
the UK - not just in the NNJPU area) a flexible approach to assist in cash 
flowing, particularly in the short term. The NNJPU SUEs are not unique in this 
respect. 
 
The JCS will be updated on implementation and specific pressures affecting the 
delivery of each SUE as they are brought forward. Additional research and 
knowledge adds clarity and certainty to cost assumptions adding weight to 
ability to deliver the sites as the developers increase their knowledge of the site 
constraints and the costs to overcome. 

8.1.4 Government funding  

Government funding has been made available in a number of ways. The 'Help 
to Buy', whilst somewhat controversial at the political level in terms of the risk of 
inflation of house prices and risk of an affordability issue in the longer term, has 
at least allowed first time buyers the ability to access mortgages to purchase 
homes and thus allow developers to implement schemes.  

This has also resulted in increased confidence to increase build rates as 
vacancy rates risk is lessened. 
 
The consequence is higher price inflation, however, the additional sales values 
per sq ft is allowing developers to bring forward stalled schemes and deliver 
otherwise unviable schemes albeit with an emphasis on reduced planning 
packages in the short term. 
 
The Government has also released loan monies to developers to contribute 
towards infrastructure development. Infrastructure funds are being implemented 
differently to 'gap funding' schemes of old. Whereas, historically, grants were 
available to fill the cost void with few obligations to repay, new monies are 
'loaned' and need repaying.  
 
The benefit is substantial despite the need to repay. Terms are favourable to 
the developers with some of the SUE's benefitting from loans on 40 years 
repayment terms at beneficial rates.  
 
Even though the cost still has to be accommodated within the appraisal for the 
scheme as a whole the longer repayment period allows for cashflow benefits by 
reducing the need for upfront equity and the subsequent cost of capital at the 
early stages to reduce the cost of negative cashflow. On larger developments, 
where sensitivities are that much greater due simply to scale this can make the 
difference to a funder of a scheme having the confidence to press the button 
and start. 
 
We are aware of loans above commercially available rates within the SUE’s 
though return on capital benefits due to the ability to cashflow more flexibly are 
a positive benefit to developers. 
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8.1.5 Housing Typology 
 
Of interest were the discussions regarding typologies. There is evidence 
emerging that Help to Buy is having an effect on the shared equity units as 
those previously struggling to purchase properties are receiving the top up 
facility through Help to Buy. The consequence is the de-valuing of shared equity 
within the scheme as it can’t be sold or takes considerably longer to sell 
impacting on viability assumptions. 

8.1.6 Summary Conclusions 

In terms of delivery, the meetings with each developer have provided 
confidence that each of the SUE's is progressing to implementation.  

Rushden promoters require fixing of the redline boundary as without the 
boundary the planning and survey/viability work will be delayed.  

 


