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EXECUTIVE SUMMARY 
 

BPC, in January 2022, prepared a Viability Report on the Old Kings Head, on 
behalf of the London Borough of Richmond Upon Thames  
 
We have been asked to review the report and highlight any concerns or 
corrections. 
 
BPC reported on the same property, 2 years ago. This original report 
established that no commuted sum was payable.  Their latest report in 
January 2022 has departed materially from that original report and 
concludes that a commuted of £129,232 is viable and payable. 
 
This remarkable change over such a short period can be explained by their 
reversal in valuation methods. 
 
Since 2020, BPC have concluded that the existing use value has  dropped 
70% from £1,435,000 down to £441,000.   This extraordinary reduction in 
value was caused by two key errors.   
 

1. BPC assumed that the Rateable Value is attributed to the entire 
building, when in fact it only relates to the commercial pub area. 
Council Tax is additionally payable for the Residential Area 

 
2. BPC determined that the existing residential element, which accounts 

for 70% of the building has no value. 
 
Despite the common knowledge to the contrary,  BPC have determined that 
the construction costs have dropped since 2020 and therefore the works will 
be cheaper. This has been achieved by moving from the traditional ‘Mean’ 
costs over to the ‘Median’. 
 
In 2020 BPC adopted the standard development costs used by us and the 
‘Local Plan Allowance’ .  In this latest report, BCS have used their own much 
lower assumptions.  
 
Therefore as is clearly shown in S7. Results and Conclusions – No 
Affordable Housing Contribution is viable on this site 
 
In this report, set out below, we review the viability in detail 
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Background 
 
I am Dr Andrew Golland, BSc (Hons), PhD, MRICS, a Chartered Surveyor.  I 
am a Chartered Surveyor, have a PhD in Development Economics and am the 
founder of the GLA development appraisal Toolkit. 
 
I have written several leading good practice guides on viability and Section 
106, have completed over 80 viability studies for local authorities, and am a 
retained consultant for several councils across England and Wales on 
viability matters.  I have presented viability appraisals for all the major UK 
house builders and have worked on several schemes, mainly across London, 
for smaller developers and land owners.  My approach is consistent between 
public and private sectors with respect to appeal and Core Strategy 
examination precedent. 
 
I have developed, along with a colleague, Dr Adam Watkins, over 150 
development viability Toolkits (the ‘Three Dragons model’) for local 
authorities.  This model is well received by developers as a way of sorting 
out viability issues.  The model has been tested extensively at appeal and 
Core Strategy examinations. 
 
I have been instructed by Mr André Jason of Eastmont Holdings to assess the 
viability of a scheme at the site of the Old Kings Head, Hampton Court Road, 
Hampton Wick.  This was previously assessed in June 2019.  It has now been 
updated and hence requires an updated report. 
 
In doing so, I comment on a recent report by BPC (January 2022) and 
evaluate the validity of the company’s points. 

1 The site and the development 
 

2.1 Site location 

The site is located to the south of Hampton Court Road, at the junction with 

Home Park Terrace.  The site is some 400 metres from Hampton Wick 
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Station.  The river is some 200 metres to the east of the site.  Hampton Wick 

is located to the south within the London Borough of Richmond. 

 

To the west of the site is a building with offices at ground level and self 

contained flats above.  Opposite the site, to the north, is Bushy Park .  To the 

north east, on the opposite side of the road, is Kingston Bridge House, which  

are halls of residence. 

The location plan is shown below: 
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2.2 Proposed development 
 
The scheme involves the conversion of the ex-public house. 
 
There will be a storage area in the basement. 
 
The ground floor will be converted for community Cycle Hub  and a flat (One 
bed). 
 
The existing residential first floor is proposed to be converted to a three 
person and a four person flat. 
 
Similarly the second floor is proposed to be converted to a four person two 
bed flat. 
 
The floor plans are set out below: 
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The schedule of accommodation is shown below: 
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3 Policy background and viability 

3.1 National planning 
 
There are a variety of issues surrounding viability questions at the current 
time.  Initially, at the national level, the National Planning Policy Framework 
stated (Paragraphs 173 and 174) that: 
 

‘Pursuing sustainable development requires careful attention to 
viability and costs in plan-making and decision-taking.  Plans 
should be deliverable.  Therefore, the sites and the scale of 
development identified in the plan should not be subject to such a 
scale of obligations and policy burdens that their ability to be 
developed viably is threatened. To ensure viability, the costs of any 
requirements likely to be applied to development, such as 
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requirements for affordable housing, standards, infrastructure 
contributions or other requirements should, when taking account 
of the normal cost of development and mitigation, provide 
competitive returns to a willing land owner and willing developer 
to enable the development to be deliverable. 
 
Local planning authorities should set out their policy on local 
standards in the Local Plan, including requirements for affordable 
housing. They should assess the likely cumulative impacts on 
development in their area of all existing and proposed local 
standards, supplementary planning documents and policies that 
support the development plan, when added to nationally required 
standards. In order to be appropriate, the cumulative impact of 
these standards and policies should not put implementation of the 
plan at serious risk, and should facilitate development throughout 
the economic cycle.  Evidence supporting the assessment should be 
proportionate, using only appropriate available evidence’. 

 
However, the Revised NPPF (2021) appears to do away with a formal 
definition of viability; i.e. the previous paras (173 and 174) which dealt with 
the willing developer and land owner and competitive returns have been 
removed.   
 
The most relevant paragraphs of the Framework now appears to be 

Numbers 47, 48 and 58 which deal with the relationship between Local Plans 

and planning applications: 

Determining applications  

47. Planning law requires that applications for planning permission be 

determined in accordance with the development plan, unless material 

considerations indicate otherwise. Decisions on applications should be 

made as quickly as possible, and within statutory timescales unless a longer 

period has been agreed by the applicant in writing.  

48. Local planning authorities may give weight to relevant policies in 

emerging plans according to: a) the stage of preparation of the emerging plan 
(the more advanced its preparation, the greater the weight that may be 

given); b) the extent to which there are unresolved objections to relevant 

policies (the less significant the unresolved objections, the greater the 

weight that may be given); and c) the degree of consistency of the relevant 

policies in the emerging plan to this Framework (the closer the policies in 
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the emerging plan to the policies in the Framework, the greater the weight 

that may be given).’ 

And: 

‘58. Where up-to-date policies have set out the contributions expected from 
development, planning applications that comply with them should be 

assumed to be viable. It is up to the applicant to demonstrate whether 

particular circumstances justify the need for a viability assessment at the 

application stage. The weight to be given to a viability assessment is a matter 

for the decision maker, having regard to all the circumstances in the case, 

including whether the plan and the viability evidence underpinning it is up 
to date, and any change in site circumstances since the plan was brought into 

force. All viability assessments, including any undertaken at the plan-making 

stage, should reflect the recommended approach in national planning 

guidance, including standardised inputs, and should be made publicly 

available.’ 

3.2 Local planning policy – LB Richmond 
 
The adopted Local Plan (3rd July 2018) states as follows: 
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Community Infrastructure Levy (CIL) 
 
The Council has an adopted CIL.  I understand that the site falls within the 
Lower Band, at £190 per square metre.  There will be an additional Mayoral 
CIL – at £80 per square metre for LB Richmond: 



Old Kings Head, Hampton Wick, LB Richmond – March 2022 Page 11 
 

 

 
 
CIL is normally levied on net additional floor space to a site. 

4 Approach to viability assessment 

4.1 Overview 
 
It is important to understand how viability is assessed in the planning and 
development process.  The assessment of viability is usually referred to a 
residual development appraisal approach.  Our understanding is illustrated 
in the diagram below.  This shows that the starting point for negotiations is 
the gross residual site value which is the difference between the scheme 
revenue and scheme costs, including a reasonable allowance for developer 
return. 
 
Once CIL or Section 106 contributions have been deducted from the gross 
residual value, a ‘net’ residual value results.  The question is then whether 
this net residual value is sufficient in terms of development value relative to 
the site in its current use. 
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Calculating what is likely to be the value of a site given a specific planning 
permission, is only one factor in deciding what is viable. 
 
4.2 Land owner considerations 
 
A site is unlikely to proceed where the costs of a proposed scheme exceed 
the revenue.  But simply having a positive residual value will not guarantee 
that development happens.  The existing use value of the site, or indeed a 
realistic alternative use value for a site (e.g. commercial) will also play a role 
in the mind of the land owner in bringing the site forward and thus is a factor 
in deciding whether a site is likely to be brought forward for housing. 
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The diagram shows how this operates.  The land owner will always be 
concerned to ensure that residual value clears the relevant land value 
benchmark. 
 
5.1 Overview 
 
The appraisal work and report relies on a range of information sources.  
These include comparable market analysis for house prices; this is derived 
from both my own research and best available secondary data sources.  In 
addition, costs taken from both the BCIS industry standard source. 
 
5.2 Costs 
 
There are normally two main elements of cost analysis: base construction 
costs and other development costs.  The base construction costs include 
items such as Build Plot costs (sub and superstructure), roads and sewers, 
landscaping and other external works.  Added to these are abnormal 
construction costs and site remediation works. 
 
Other development costs include such items as professional fees, developer 
overheads, finance costs and developer margin. 
 
5.2.1 Construction costs  
 
There is no bespoke bill of quantities.  I have calculated therefore initially 
the likely construction costs based on industry standard BCIS costs for new 
build: 
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This (previous page) shows a baseline cost of £1,674 per square metre.  To 
this should be added external works at 15%.  This brings the cost to £1,925 
per square metre. 
 
The nett area is 262.1 square metres and the gross area (excluding 
communal space) is 366.3 square metres. 
 
This means increasing the base build cost to £2,690 per square metre. 
 
On top I have allowed a 5% contingency (approved by BPC in their feedback).  
This gives a cost of £2,825 per square metre. 
 
The Council’s responses 
 
I have reviewed the responses from BPC on costs.  Their initial report 
(January 2020) took costs at £1,973 per square metre and the report two 
years later (January 2022) has costs at £1,933.  These are all inclusive costs. 
 
There are several points to make here: 
 
• BPC take median rather than mean costs.  This is untypical and potentially 

understates total construction costs; 
• The costs have fallen at a time when the industry is reporting significantly 

increased costs; 
• I believe the cost needs to reflect a larger nett to gross allowance; 
• There is a lower allowance than industry standard for external works. 
 
BPC should in my view update their figures to come closer to my own using 
the BCIS approach on which we seem broadly agreed. 
 
Communal area costs 
 
I previously looked at this element together with the residential.  BPC 
separated it.  I have therefore done the same in the interests of trying to find 
equivalence. 
 
The costs are shown below: 
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This suggests that for communal uses, the costs are around £2,605 per 
square metre.  Allowing for external works this brings the costs to £2,996 
per square metre. 
 
BPC have applied two costs - £1,476 per square metre in January 2020 and 
£1,550 per square metre in January 2022.   
 
These costs are clearly far away from what the standard costs are, as 
evidenced by BCIS. 
 
5.2.2 Other development costs 
 
Added to these costs will need to be other development costs.  These are set 
out in the screenshot below: 
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These are the standard costs adopted in the GLA Toolkit which was adopted 
by BPC in their January 2020 report. 
 
5.3 CIL 
 
I understand that the site falls within the Lower Band, at £190 per square 
metre.  There will be an additional Mayoral CIL – at £80 per square metre for 
LB Richmond: 
 
I have not factored in any CIL payment at this stage.  This will need to be 
agreed between the applicant and the Council. 
 
5.4 Values 
 
There is no bespoke valuation of the new build dwellings for sale.  This is a 
specific development and both the Council and the applicant should satisfy 
themselves of open market value when negotiating the scheme. 
 
In order to ascertain the likely prices for the proposed units I previously 
established a database of comparable properties sold in the immediate 
surroundings: 
 
These are set out again in the table overleaf: 
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Comparables 
 

Address  Dwelling Type  Price  Sq M  Price per Sq M  Agent Age  

              

Hampton Court Road  2 Bed Flat  £650,000 90.5 £7,182 Foxtons  Older  

High Street  1 Bed Flat  £225,000 37.6 £5,984 Snellers  Older  

High Street  2 Bed Flat  £359,950 49.9 £7,213 Jackson-Stops  Older  

High Street  1 Bed Flat  £230,000 35 £6,571 KFH Older  

St Johns Road  2 Bed Flat  £445,000 72 £6,181 Jackson-Stops  Older  

St Johns Road  2 Bed Flat  £529,950 68 £7,793 Miles and Bird  Older  

St Johns Road  2 Bed Flat  £489,950 72.6 £6,749 Snellers  Older  

High Street  1 Bed Flat  £375,000 46.1 £8,134 Jackson-Stops  New  

High Street  1 Bed Flat  £300,000 39.4 £7,614 Jackson-Stops  Older  

High Street  2 Bed Flat  £400,000 60.5 £6,612 Snellers  Older  

High Street  2 Bed Flat  £400,000 60.5 £6,612 Snellers  Older  

Seymour Road  1 Bed Flat  £329,950 43 £7,673 Dexters  Older  

High Street  3 Bed Terrace  £750,000 87 £8,621 Chase Buchanan Older  

Church Grove  1 Bed Flat  £375,000 65.6 £5,716 Websters  Modern  

Church Grove  2 Bed Flat  £679,000 67 £10,134 Stock and Bonner  Older  

High Street  2 Bed Terrace  £559,950 72 £7,777 Jackson-Stops  Older  

Station Road  4 Bed Terrace  £1,050,000 148.6 £7,066 Dexters  Older  

Seymour Road  2 Bed Flat  £449,950 43 £10,464 Jackson-Stops  Older  

 
Source:  Rightmove 
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The table set out a range of values in the locality.  I looked at the relationship 
between the size of dwellings and the price per square metre achieved. 
 
This analysis was set out on the following page: 
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The analysis (previous page) indicated a gross development value (GDV) of 
£1,482,609 for the four new flats.  This takes into account the latest floor 
areas. 
 
This took into account that there is no parking for this scheme.   
 
I adopted these sales values in my appraisal and maintain that position 
today. 
 
BPC’s response on sales values 
 
BPC valued the GDV at £1,700,000 in January 2020 and at £1,736,655 in 
January 2022.  The first was based only on four comparables and the second, 
on twelve examples. 
 
I have analysed the BPC sales as shown below: 
 

 
 
Assuming there is no discount for lack of parking or a limited location, the 
GDV is circa £1.7 million appear about right. 
 
The scheme is very limited in terms of residential potential.  It’s a scheme 
above communal use and in a lower value location of the Borough.  There 
will be a discount from the prices suggested by BPC in my view. 
 
5.5   ( Community Use) 
 
The original planning intention was for commercial use, however this has 
now evolved into a cycle hub, to meet the needs of of the cycling community.   
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Previously this area was assumed to have a rental value of £250 per sq.m. 
capitalised at 7%.   
 
The value is diminished given the change of use, thus reducing the rental 
value to £200 per sq.m. capitalised at 8% on a floor area of 75.50 sq.m. 
 
 
6 Existing Situation – land value benchmark 
 
The land value benchmark (LVB) is important in defining viability; in 
particular, the financial relationship between residual value and the LVB 
 
Where the LVB is higher than the residual value (RV), then schemes are in 
principle, unviable. 
 
The Revised NPPG  
 
The Revised NPPG is very clear that the land value benchmark should be 
based on existing use value (EUV).  It states: 
 
‘To define land value for any viability assessment, a benchmark land value 
should be established on the basis of the existing use value (EUV) of the land, 
plus a premium for the landowner.  The premium for the landowner should 
reflect the minimum return at which it is considered a reasonable landowner 
would be willing to sell their land.  The premium should provide a 
reasonable incentive, in comparison with other options available, for the 
landowner to sell land for development while allowing a sufficient 
contribution to fully comply with policy requirements. Landowners and site 
purchasers should consider policy requirements when agreeing land 
transactions.  This approach is often called ‘existing use value plus’ (EUV+).’ 
 
The guidance goes on to state: 
 
‘Existing use value (EUV) is the first component of calculating benchmark 
land value.  EUV is the value of the land in its existing use.  Existing use value 
is not the price paid and should disregard hope value.  Existing use values 
will vary depending on the type of site and development types.  EUV can be 
established in collaboration between plan makers, developers and 
landowners by assessing the value of the specific site or type of site using 
published sources of information such as agricultural or industrial land 
values, or if appropriate capitalised rental levels at an appropriate yield 
(excluding any hope value for development). 

https://www.gov.uk/guidance/viability#para015
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Sources of data can include (but are not limited to): land registry records of 
transactions; real estate licensed software packages; real estate market 
reports; real estate research; estate agent websites; property auction 
results; valuation office agency data; public sector estate/property teams’ 
locally held evidence.’ 

Existing use value of the site 

I initially took the rateable value for the pub and then capitalised the floors 

above (residential) at 75% of open market value for residential. 

This approach was previously accepted by BPC in their report. 

In order to lower that Existing Use Value, BPC have completely changed their 

valuation approach in their latest report.  They now  incorrectly, state that 

the rateable value relates to both the pub and the floors above which are 

ancillary residential.  BPC go on to state that there is a double count.     

The Rateable Value relates solely to the former Commercial element of the 

pub and expressly states that it excludes the residential element.  The 
residential upper floors are assessed and charged separately for Council Tax. 

If  I am to agree the BPC point then the calculation is: 

Using the Rateable Value for the pub area only = RV at £25,700 at a yield of 

7% = £367,142 

The upper floors are then valued at 75% of OMV as previously: 

£1,482,609 at 75% = £1,111,956 

Total EUV = £ 1,479,098  x land owner return = £ £1,922,827 . 

This avoids the ‘double count’ claimed by BPC but maintains their principle 

BPC had reduced their own value of £1,435,000 in 2020 down to £441,000 

in 2022.  This remarkable 70% reduction in their valuation over the last two 

years has unfortunately been a result of an elemental error with the rateable 

value and an extraordinary assumption that the two floors of residential 

accommodation (70% of the building) have no value. 
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7 Results and conclusions 
 
The full appraisal for the scheme is shown in Toolkit form at Appendix 1. 
 

 
 
This shows a residual value of £51,000.  This means that revenue is higher 
than costs and means a viable scheme before taking the land value 
benchmark into account. 
 
The scheme generates a 20% equivalent margin to the developer.   
 
There is no CIL payment assumed. 
 
The scheme is however unviable as the residual value falls below the land 
value benchmark.  Hence, no Affordable Housing contribution is viable. 
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Appendix 1 Appraisal 
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