
Fairhurst, Arlington Road – Viability Report May 2024 Page 1 

 

 

 

 

Fairhurst, Arlington Road 

London Borough of Richmond 

Viability Report 

 

 

 

 

 

 

By Dr Andrew Golland BSc (Hons) PhD MRICS 

Andrew Golland Associates 

 

 

 

 

 

 

May 2024 

 



Fairhurst, Arlington Road – Viability Report May 2024 Page 2 

 

1 Introduction 

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. 

The report is prepared on behalf of Mr Chris Lynden the owner of the two 

properties who is seeking to vary the terms of the extant Section 106 

agreement which includes a very significant contribution towards 

Affordable Housing. 

I understand that planning law allows for the terms of the Section 106 to be 

varied from the side of the property owner after a period of five years.  This 

has now elapsed and hence this report sets out the current economic 

viability assessment for the scheme given permission under the Section 

106.  

2 The site and the development 
 

The site is located on Arlington Road, close to the junction with Rosslyn 
Road.  It is located in the area of St Margaret’s within the Borough.   
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The land was occupied by a large detached house, known as ‘Fairhurst’.  
The location has relatively strong prices.  The surrounding area is 
predominantly residential. 
 
The former single storey dwelling has been replaced with a two storey 
building with accommodation in roof and basement to create two single 
dwelling houses.  The plans show one of the off street parking spaces 
removed and permit for one residential unit. 
 

 
 

From the outset, the scheme presented, at face value, a challenge in 
delivering Section 106 contributions due to the high existing use value 
(EUV).  This narrows the ‘viability gap’ between residual value and EUV. 
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3 Policy background and viability 

3.1 National planning 

The National Planning Policy Framework (December 2023) states: 

‘56. Planning conditions should be kept to a minimum and only imposed 
where they are necessary, relevant to planning and to the development to 
be permitted, enforceable, precise and reasonable in all other respects.  

Agreeing conditions early is beneficial to all parties involved in the process 
and can speed up decision making. Conditions that are required to be 
discharged before development commences should be avoided, unless 
there is a clear justification. 

Further: 

57. Planning obligations must only be sought where they meet all of the 
following tests: 

a) necessary to make the development acceptable in planning terms;  

b) directly related to the development; and  

c) fairly and reasonably related in scale and kind to the development.  

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.’ 

National Planning Policy Guidance (last updated 24th February 2024) on 
viability states: 
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‘The role for viability assessment is primarily at the plan making stage. 

Viability assessment should not compromise sustainable development but 

should be used to ensure that policies are realistic, and that the total 

cumulative cost of all relevant policies will not undermine deliverability of 

the plan. 

It is the responsibility of plan makers in collaboration with the local 

community, developers and other stakeholders, to create realistic, 

deliverable policies. Drafting of plan policies should be iterative and 

informed by engagement with developers, landowners, and infrastructure 

and affordable housing providers. 

Policy requirements, particularly for affordable housing, should be set at a 

level that takes account of affordable housing and infrastructure needs and 

allows for the planned types of sites and development to be deliverable, 

without the need for further viability assessment at the decision making 

stage. 

It is the responsibility of site promoters to engage in plan making, take into 

account any costs including their own profit expectations and risks, and 

ensure that proposals for development are policy compliant. Policy 

compliant means development which fully complies with up to date plan 

policies. A decision maker can give appropriate weight to emerging 

policies. The price paid for land is not a relevant justification for failing to 

accord with relevant policies in the plan. Landowners and site purchasers 

should consider this when agreeing land transactions.’ 

3.2 Local planning policy – LB Richmond 
 
The adopted Local Plan (3rd July 2018) states as follows: 
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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. 
 

 
 
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 extremely 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) 
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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. 
 

 
The diagram shows how this operates.  The land owner will always be 
concerned to ensure that residual value clears the relevant land value 
benchmark. 
 
4.3 Approach and best practice 
 
This approach follows that set out in the GLA’s Viability Toolkit Guidance 
(2001) which was the forerunner to the current National Planning Policy 
Guidance.  I was the author of the Toolkit and its guidance notes and, in 
conjunction with two members of Three Dragons, have been instrumental 
in framing national planning policy guidance. 
 
The approach set out above is robust for: 
 
 Policy development; 
 Scheme specific assessment; 
 Updating viability (policy and schemes); 
 Commuted sums; 
 Disposal of public and private land (subject to Section 106 and/or CIL. 
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My approach, which has led national planning policy guidance has been 
followed in good practice and in all appeals. 
 
The approach has never been rejected.  Example where it has been upheld 
are given in the list of projects hereafter. 
 
5 Data sources and assumptions 

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. 

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  

The houses to be developed are in essence, semi-detached.  They are to be 

built to a high quality specification of a ‘one-off’ type including games 

rooms and cinemas, and in the case of one, a gym. 

Each has a kitchen diner with living room areas. 

The houses are around 2,500 square foot (£232 per square metre) each. 

There is no quantity surveyor estimate for the scheme.  The applicant 

reports that the construction costs are around £2.1 million. 

As a way of benchmarking the cost of the scheme, I have looked at the 

industry standard BCIS costs.  As follows: 
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This suggests a cost of £2,155 per square metre.  This is Upper Quartile but 

entirely justified on the basis of the quality of the build. 

This cost should be adjusted upwards as follows: 

External works – 15%; 

LB Richmond Factor – 21% 

Contingency – 5% 

This adds in total 41% to the base build cost, and adjusts to a working cost 

of £3,039 per square metre. 

If this cost is multiplied by the floor area of 464 square metres, then a 

contract sum of £1,409,887. 

This is significantly below actual costs realised.  A truer representation of 

the actual costs are by taking the cost of One-Off (Detached) housing.  At an 

average cost of £2,805 per square metre this increments to: 

£2,805 x 1.41 = £3,955 per square metre.  Multiplied by the floor area (464 

square metres) = £1,835,143.  This is much closer to the actual costs, and 

hence I have adopted this cost. 

5.2.2 Other 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. 

5.3 Section 106 costs 

I have not included any Section 106 costs in the appraisal.  Nor a 

contribution for CIL on the basis of viability. 

5.4 Values 

As yet there is no bespoke valuation of the new build houses for sale. 

There are however several property sales in the locality which serve to 

provide comparables.  These are shown in the table below: 
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The table sets out a range of values in the locality.  We have looked here at 
the relationship between the size of dwellings and the price per square 
metre achieved. 
 
This analysis is set out on the following page: 
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This calculates the GDV for the two dwellings at £3.17 million. 

6 Existing situation 

The existing use value is the value of the dwelling that was demolished 
prior to the construction of the two new homes. 
 
The house and land was sold for £650,000 in August 2008. 
 

 
I have the indexed this sale forward to 2024.  As follows: 
 

Date Terraced houses 

Aug-08 £449,600 

Sep-08 £433,879 

Oct-08 £412,060 

Nov-08 £385,901 

Dec-08 £377,469 

Jan-09 £375,717 

Feb-09 £381,880 

Mar-09 £377,879 

Apr-09 £375,645 

May-09 £378,104 

Jun-09 £384,870 

Jul-09 £393,223 

Aug-09 £402,890 

Sep-09 £411,770 
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Oct-09 £422,950 

Nov-09 £428,904 

Dec-09 £438,246 

Jan-10 £448,707 

Feb-10 £459,270 

Mar-10 £461,862 

Apr-10 £454,614 

May-10 £449,751 

Jun-10 £453,495 

Jul-10 £459,434 

Aug-10 £464,696 

Sep-10 £469,101 

Oct-10 £465,752 

Nov-10 £462,072 

Dec-10 £464,121 

Jan-11 £469,437 

Feb-11 £472,641 

Mar-11 £464,380 

Apr-11 £466,070 

May-11 £468,835 

Jun-11 £468,013 

Jul-11 £471,560 

Aug-11 £477,933 

Sep-11 £494,378 

Oct-11 £493,145 

Nov-11 £485,826 

Dec-11 £479,484 

Jan-12 £478,166 

Feb-12 £487,022 

Mar-12 £486,515 

Apr-12 £488,850 

May-12 £491,705 

Jun-12 £506,229 

Jul-12 £519,975 

Aug-12 £524,916 

Sep-12 £518,079 
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Oct-12 £507,926 

Nov-12 £513,443 

Dec-12 £518,788 

Jan-13 £526,358 

Feb-13 £525,059 

Mar-13 £525,040 

Apr-13 £535,423 

May-13 £537,987 

Jun-13 £546,829 

Jul-13 £548,571 

Aug-13 £565,696 

Sep-13 £570,375 

Oct-13 £573,092 

Nov-13 £565,230 

Dec-13 £562,108 

Jan-14 £570,563 

Feb-14 £571,882 

Mar-14 £592,394 

Apr-14 £615,893 

May-14 £639,310 

Jun-14 £655,094 

Jul-14 £669,460 

Aug-14 £680,918 

Sep-14 £687,992 

Oct-14 £678,808 

Nov-14 £676,040 

Dec-14 £670,572 

Jan-15 £658,097 

Feb-15 £656,350 

Mar-15 £659,223 

Apr-15 £672,575 

May-15 £671,078 

Jun-15 £676,058 

Jul-15 £685,155 

Aug-15 £707,460 

Sep-15 £716,448 
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Oct-15 £728,823 

Nov-15 £715,931 

Dec-15 £712,542 

Jan-16 £715,252 

Feb-16 £725,472 

Mar-16 £735,767 

Apr-16 £719,733 

May-16 £728,639 

Jun-16 £727,994 

Jul-16 £753,568 

Aug-16 £745,714 

Sep-16 £741,886 

Oct-16 £708,205 

Nov-16 £707,511 

Dec-16 £704,168 

Jan-17 £725,033 

Feb-17 £721,578 

Mar-17 £729,333 

Apr-17 £730,188 

May-17 £738,551 

Jun-17 £742,422 

Jul-17 £742,764 

Aug-17 £754,486 

Sep-17 £744,815 

Oct-17 £739,164 

Nov-17 £719,546 

Dec-17 £718,253 

Jan-18 £706,026 

Feb-18 £703,062 

Mar-18 £707,831 

Apr-18 £720,426 

May-18 £731,472 

Jun-18 £724,110 

Jul-18 £736,716 

Aug-18 £740,334 

Sep-18 £755,064 
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Oct-18 £731,634 

Nov-18 £722,619 

Dec-18 £713,166 

Jan-19 £726,338 

Feb-19 £725,505 

Mar-19 £717,570 

Apr-19 £711,272 

May-19 £711,461 

Jun-19 £729,242 

Jul-19 £733,630 

Aug-19 £735,616 

Sep-19 £725,951 

Oct-19 £720,590 

Nov-19 £725,992 

Dec-19 £730,097 

Jan-20 £739,331 

Feb-20 £735,058 

Mar-20 £735,836 

Apr-20 £753,130 

May-20 £772,343 

Jun-20 £787,915 

Jul-20 £776,744 

Aug-20 £779,994 

Sep-20 £780,623 

Oct-20 £783,005 

Nov-20 £785,612 

Dec-20 £783,419 

Jan-21 £779,910 

Feb-21 £758,859 

Mar-21 £754,878 

Apr-21 £753,196 

May-21 £763,313 

Jun-21 £764,280 

Jul-21 £797,456 

Aug-21 £814,483 

Sep-21 £815,195 
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Oct-21 £813,619 

Nov-21 £807,821 

Dec-21 £825,741 

Jan-22 £823,256 

Feb-22 £832,363 

Mar-22 £832,410 

Apr-22 £837,007 

May-22 £831,570 

Jun-22 £841,790 

Jul-22 £838,630 

Aug-22 £866,595 

Sep-22 £871,448 

Oct-22 £872,210 

Nov-22 £850,415 

Dec-22 £835,576 

Jan-23 £839,897 

Feb-23 £853,999 

Mar-23 £847,124 

Apr-23 £841,236 

May-23 £839,523 

Jun-23 £851,324 

Jul-23 £861,930 

Aug-23 £867,549 

Sep-23 £876,541 

Oct-23 £875,869 

Nov-23 £858,075 

Dec-23 £856,872 

Jan-24 £849,357 

Feb-24 £853,088 

 
Indexation as follows: 
 
£650,000 x £853,088/£449,600 = £1,233,334 
 
Allowing for a land owner return of 20%, this generates a land value 
benchmark (LVB) of £1,480,000. 
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7 Results and conclusions 

The full appraisal is shown at Appendix 1. 
 
The Result Sheet is shown below: 
 

 
 

This calculates a residual value of £217,000 

The land value benchmark is however £1,480,000. 

This means that the scheme, if developed today, would generate a deficit of 

£1,263,000 and which in turn that no Section 106 or CIL is viable. 
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Appendix 1 Appraisal 
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