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1. Introduction  
 

1. This Viability Assessment is submitted to London Borough of Richmond-upon-Thames 
(“LBRT”) to support a detailed planning application to create a ground floor structure 
to the rear of 3 & 4 New Broadway, Hampton Hill, London TW12 1JG which will 
accommodate 2 x one bed flats. The application is made on behalf of NBI Holdings 
(London) Ltd “the Applicant”. This report seeks to determine the level of Affordable 
Housing contribution levy that the proposed scheme can support whilst remaining 
commercially viable.  

2. Property Location, Description & Planning History 
 

1. The Subject Property is located in the centre of Hampton Hill, Richmond upon Thames 
and is situated approximately 400m south of Fulwell Station and 100m north of 
Hampton Hill’s main High Street and amenities. 

 
2. The Subject Property is located to the rear of 2 x retail units which are positioned in 

the centre of a secondary retail parade know as New Broadway. 
 
3. The Subject Property currently comprises a rear outbuilding / garage measuring 186 

square feet and external open storage measuring approximately 1,030 square feet.  
 

4. The main building was the subject of a previous planning application (Ref: 
19/3704/FUL) which involved the extension to the rear of 3 & 4 New Broadway and the 
extension and refurbishment of the existing first floor flat to form 4 x one bed flats. 

3. Methodology  
 

1. Significant policy and procedural guidance has been provided on the subject of 
scheme viability via the Greater London Authority “the GLA”. The GLA has pioneered 
discussions on viability and affordable housing and their best practice is being adopted 
nationwide. 
 

2. It is understood from procedural guidance that if the Residual Value of a proposed 
scheme is reduced to significantly below an appropriate Viability Benchmark Land 
Value (in brief, the Benchmark Land Value is arrived at following consideration of; 
unconditional Purchase Price paid, Existing Use Value/Current Use Value, plus a 
suitable landowner premium – either at the time of acquisition or current date, 
Alternative Use Value and/or Market Value) it follows that it is commercially unviable 
to pursue such a scheme, and the scheme is unlikely to proceed. As such, viability 
appraisals can and should be used to analyse and justify planning applications to 
ensure that planning obligation requirements do not make a scheme unviable.  
 

3. If a scheme is being rendered unviable because of planning obligation requirements, 
it may be appropriate to look at reducing the burden of those requirements in order to 
facilitate viability.  
 

4. We have assessed the development economics of the proposed scheme in order to 
identify the level of planning obligations the scheme can sustain. We have appraised 
the scheme using Argus Developer Version 6.50 and have based our appraisal upon 
the plans produced by the architect, Sada Architecture. 
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5. We have then compared the resulting Residual Land Value (RLV) to the Benchmark 
Land Value (BLV) to establish whether there is a deficit or surplus against the 
Benchmark. The scheme would only be able to sustain the suggested level of planning 
obligations, in development viability terms, if the residual value calculated was in 
excess of the Benchmark Land Value.  

4. Existing Use Value & Premium 
 

1. The Existing Use Value refers to the value of the asset at today’s date in the adopted 

planning use. It refers to the Market Value of the asset on the special assumption 

reflecting the current use of the property only and disregarding any prospect of 

development other than for continuation/expansion of the current use. 

 

2. In this instance we have valued the garage at £45,000 as we believe it would be in 

significant demand from start-up online businesses and indeed local business, on the 

basis that the unit measures 186 square foot, a capital value of £45,000 equates to an 

extremely low square foot price of £242. 

 

3. For the rest of the site, we have applied a rental rate of £8.50 per square foot as open 

storage given a rental per annum of £8,755 (1,030 square feet x £8.50 per square 

foot). Using a capitalisation yield of 7.5% (including purchaser’s costs) this produces a 

capital value of £116,773, say £116,000.  

 

4. Therefore, the total Existing Use Value “EUV” is £161,000.  

 

5. We are of the opinion that a landowner premium should be applied to the EUV. This is 

to reflect the fact that planning obligation requirements should still allow competitive 

returns to a willing landowner and that sites will not be encouraged to come forward 

for residential-led re-development if vendors can only sell them at pure EUV levels.  

 

6. The RICS guidance ‘Financial Viability in Planning’ notes that premiums are applied at 

between 10% and 40%. In this instance we have applied a 20% premium onto the EUV 

of £161,000, which equates to £32,200, say £32,000. The Benchmark Land Value 

adopted in this report is therefore £193,000. 

5. Proposed Gross Development Value 
 

1. With regards to residential sales values, it has been reasonably assumed that each of 

the one bed flats will have a Market Value of £245,000 (approximately £555 per square 

foot).  

 

2. Despite each of these flats being in brand new condition and sold with a building 

warranty guarantee, this level of pricing is borderline optimistic considering that Flat 

5A New Broadway (which is situated immediately adjacent to the subject property) sold 

for £215,000 on 22nd October 2015 – see Appendix 7. This property measured 506 

square feet which equates to £425 per square foot and had been marketed extensively 

for a period of approximately six months at £250,000. 
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6. Appraisal 
 

1. In terms of core build cost, we have assumed a new build cost of £280 per square foot 

which is reasonable considering the Brexit and Covid related inflation and lack of 

builders and labour in the general construction market. 

 

2. An allowance of 5% has been allowed for contingency which is standard industry 

practice.  

 

3. Professional fees of £51,500 have been allowed for of which £10,000 relates to now 

home building guarantee fees.  

 

4. A rate of £190 per square meter and £80 per square meter has been applied to cover 

the Local Richmond CIL and Mayoral CIL 2 respectively with indexation of 10% 

 

5. For finance, we have made a reasonable assumption that a developer will obtain 75% 

of total costs at 6.5% p.a. with arrangement and exit fees totalling 3% of the facility.  

 

6. A 12 month build period has been assumed for the project with a three-month sales 

period to completion. 

7. Viability Assessment Results 
 

1. We have appraised the proposed scheme against our Benchmark Land Value in order 

to establish the maximum level of planning obligations that the scheme can reasonably 

support whilst remaining commercially viable – see Appendix 8 for Argus Appraisal.  

 

2. In the current post Brexit and Covid market, for a developer to take forward this 

scheme, they would normally require a return of at least 20% Profit on GDV in order to 

justify the risk of delivering the scheme and secure development finance, given likely 

market and economic risks.  

 

3. We have appraised the proposed scheme on the bases set out in the table below: 

 

Scheme 
Units  

CIL Profit  
Residual 

Land Value  

BLV (with 
20% 

Premium) 

Deficit 
Against BLV 

4 £34,354 £98,000 £6,000 £193,000 £187,000 
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8. Conclusions  
 

1. The table above shows that the scheme does not deliver a normal developer profit as 

the Residual Land Value of the proposed scheme is below the Benchmark Land Value. 

The scheme is therefore unable to sustain any Affordable Housing contribution levy. 

 

2. The results demonstrate that the scheme is in deficit by £187,000 and therefore cannot 

sustain any affordable housing contribution.  

 

3. In this case the Applicant currently owns the subject property, and so may be able to 

accept a lower than normal development profit. However, acceptance of a lower profit 

should be on an “ex gratia offer” basis in such a scenario as it would be a personal 

concession by the Applicant with respect to 'normal' profit levels.  
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Appendix 1 – Picture of Subject Property  
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Appendix 2 – Picture of Front of Subject Property 
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Appendix 3 – Existing Plans and Elevations  
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Appendix 4 – Proposed Plans and Elevations 
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Appendix 5 – Comparable (5A New Broadway, Hampton Hill) 
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Appendix 6 – Argus Development Appraisal 
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