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1.0 Introduction 

 Bailey Venning Associates is instructed by the Planning Department of Torridge District 

Council (“The Council”) to review the submissions on development viability made by 

Sturt & Company, dated 6 November 2020 on behalf of Red Earth Bideford Ltd (“the 

Applicant”) seeking planning consent for the development of the site at Brunswick 

Wharf, Bideford (Application ref: 1/1126/2020/FULM). 

 The contents of this report are for feasibility assessment purposes only and are conducted 

on current values and costs specific to the planning application as at the date of report and 

do not constitute a valuation, in accordance with Valuation Standards of the RICS 

Valuation – Professional Standards – Global Standards 2017,  and should not be relied upon 

as such.   

 In preparing this report, no ‘performance-related’ or ‘contingent’ fees have been agreed. 

 This report is addressed to the Council only and its contents should not be reproduced in 

part or in full without our prior consent.   

 In carrying out this assessment, we have acted with objectivity, impartiality, without 

interference and with reference to all appropriate, available, sources of information. We 

are not aware of any conflicts of interest in relation to this assessment.  

 This review considers the Sturt & Company report dated 6 November2020 (the 

November 2020 SCo Report) on the subject site which deals with their consideration of 

the viability of the proposals.  Their conclusion is that the scheme is not viable with any 

level of affordable housing or other Section 106 planning obligation and indeed makes a 

sub-optimal profit level with a nil affordable housing contribution in delivering 

appraisals that result in a negative land value.  Delivery of the subject development is 

therefore considered to be challenging. 

 The proposals, we understand, are for “Demolition of existing site buildings and mixed use 

redevelopment providing residential units, commercial units (Class E) with public open 

space, car parking, floating pontoon and associated landscaping works.” 

 The site extends to 0.99 hectares and is well located in terms of access to the town and 

other facilities.  The existing use of the site is in part as a public car park with 117 spaces, 

and also includes the former Brunswick, Steamer, Queen’s and Clarence Wharves 

together with ancillary buildings described in the planning statement as “dilapidated and 

poor in appearance on the southern extent of the site.” 
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 SCo assert that the site is not viable and therefore not liable to make an affordable 

housing contribution or other planning obligations.  This report tests that assertion and 

the assumptions which underpin it. 

 This statement has been prepared in accordance with the Royal Institution of Chartered 

Surveyors (RICS) Professional Statement on Financial Viability in Planning: conduct and 

reporting (1st Edition, May 2019). In line with the requirements of this guidance BVA 

can confirm the following: 

• The author of this report, Richard Bailey, has acted with objectivity, impartially, 

without interference and references all appropriate sources of information; 

• Terms of Engagement have been set out clearly and communicated to relevant 

parties; 

• There is no conflict of interest which would prevent BVA representing the Council 

in this matter; 

• No performance-related or contingent fees have been agreed; 

• Information used is market led and not client driven; and, 

• Inputs to the Financial Viability Appraisal (FVA) are reasonably justified and based 

upon industry benchmarks recently agreed in other local planning authorities for 

similar proposals and in a number of occasions at planning appeal. 

The Impact of the novel Coronavirus (COVID 19)  

 The UK government, in measures announced on 26th March 2020, in effect suspended the 

Country’s property market, stopping estate agents from marketing new homes and 

banning visits to those already for sale, as it sought to contain the coronavirus outbreak. 

Some of these restrictions were lifted on 21st May 2020 to enable surveys and valuations 

to take place and for people to view properties with measures remaining in place to 

prevent the spread of the coronavirus. 

 The above measures will potentially limit transaction volume and associated market 

comparables, making it difficult to gauge the full impact of COVID 19 upon the property 

market. At the time of writing, England is currently in its third lockdown with non-

essential travel prohibited and non-essential retail and hospitality shut down. 

 On this basis, it is not possible to predict the outcome of this factor upon the housing 

market, or indeed a likely timescale for when the current health crisis will be fully under 

control. Therefore, we’ve included a sensitivity matrix within the appraisal. Where 

information on the impacts of Covid-19 as relating to specific appraisal inputs is 
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available, we report on it below.  A watching brief should be maintained to revisit 

conclusions should there be a material change in circumstance.  

Addendum 

 An addendum to this report has been added following discussions with the applicant’s 

appointed viability assessor.  
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2.0 Local and National Planning Policy and Relevant Guidance 

 It is considered that the following documents represent the most relevant parts of the 

adopted development plan and other current guidance which affect the affordable 

housing requirement for this proposal: 

• National Policy Planning Policy Framework (NPPF) 

• National Planning Practice Guidance (NPPG) 

• North Devon and Torridge Local Plan 2011-2031 (Adopted 29 October 2018) 

• Practice Note 1 Policy ST18: Affordable Housing on Development Sites May 2019 

• RICS Professional Guidance GN 94/2012 – Financial viability in planning   

• RICS Professional Statement: Financial Viability in Planning: Conduct and 

Reporting, May 2019 

The National Planning Policy Framework (NPPF) 

 The Government published a revised NPPF on 24th July 2018, further amended in 

February 2019 and June 2019. 

 Housing applications should be considered in the context of the presumption in favour of 

sustainable development. Relevant policies for the supply of housing should not be 

considered up-to-date if the local planning authority cannot demonstrate a five year 

supply of deliverable housing sites. 

 Where it is identified that affordable housing is needed, policies should be set for 

meeting the need on site, unless off-site or a financial contribution of appropriate value 

can be robustly justified.  

 In addition the NPPF also highlights the importance of setting realistic targets in Local 

Plans that can be achieved; this includes the provision of new homes which will be 

undeliverable if viability thresholds are unrealistic.  

 The NPPF summarises that viability should be based on national planning guidance 

(paragraph 57) and that it is up to the applicant to demonstrate, ”whether particular 

circumstances justify the need for a viability assessment at the application stage.” 

 Also, planning decisions should take into account efficient use of land taking into account 

local market conditions and viability (paragraph 122). Any planning obligations imposed 
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would also have to satisfy the CIL Regulation 122 (2) tests in being necessary, directly 

related and be fairly and reasonably related in scale and kind (paragraph 56). 

Planning Practice Guidance (Viability Section latest updates published 1 September 

2019) 

Should viability be assessed in decision taking? 

 Generally it is expected that planning applications that comply with development plan 

policies will be assumed to be viable, although applicants have the onus placed upon 

them to demonstrate where the particular circumstances of their application warrant a 

deviation from policy on the basis of viability. Those circumstances may include 

development of unallocated sites or sites which are different from a standard model of 

development, like housing for older people, development on brownfield land with a high 

existing use value or for conversions or refurbishment of existing buildings. 

What are the principles for carrying out a viability assessment? 

 Essentially the National Planning Guidance sees the viability process as being founded 

upon non-developer specific data that encompasses the requirements of developing on 

the subject site in a proportionate, simple and transparent way. Being viable is 

determined from looking at whether the value generated by the development is more 

than the cost of developing it including all costs, land value, landowner premium and 

developer’s return. Decision making, where viability is considered, strikes a balance 

between the planning system in securing maximum public benefit from development 

(noting that development that is not viable might not secure any public benefit as it 

might not be built) and the interests of developers and landowners in terms of return 

against risk. 

How should gross development value be defined for the purpose of viability 

assessment? 

 The guidance considers that site specific viability assessment should assess the value 

from market based evidence of sales adjusted for location and other factors, ignoring 

outliers. 
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How should costs be defined for the purposes of viability assessment? 

 The guidance is clear that costs should be adjusted to reflect the locality, based upon 

appropriate data, and include site specific infrastructure costs, finance charges, 

professional fees and project management charges, sales and marketing fees and 

organisational overheads associated with the site. The costs should also outline 

contingency pricing for risk based on the project circumstances. 

How should a return to developers be defined for the purpose of viability 

assessment? 

 Whilst it is confirmed that the price paid for land is not a mitigation for failing to accord 

with plan policy (and this is reiterated in the PPG a number of times), developer returns 

of between 15% and 20% may be considered a suitable return, with a lower percentage 

applying to affordable housing. It is also confirmed that alternative figures may be 

appropriate for different development types. 

RICS Guidance Note; Financial Viability in Planning (GN 94/2012) 

 The guidance note is intended to represent ‘best practice’, i.e. recommendations which in 

the opinion of RICS meet a high standard of professional competence. 

 When determining planning applications LPAs are concerned with the merits of the 

particular scheme in question. They should disregard who is the applicant as planning 

permissions run with the land. It follows that in formulating information and inputs into 

viability appraisals, these should disregard either benefits or dis-benefits that are unique 

to the applicant, whether landowner, developer or both. The aim should be to reflect 

industry benchmarks. 

 Viability assessments will usually be dated when an application is submitted. The 

decision of the LPA on a planning application needs to be based on the material 

considerations at the date of determination, hence the conclusions of a viability 

assessment undertaken at the date of the application will still hold good at the date of 

decision unless a significant period of time elapses, in which case an update to the 

assumptions used would be required. 

RICS Professional Statement Financial viability in planning: conduct and reporting 1st 

edition, May 2019 

 The RICS has published a guide to conduct and reporting for members, and others where 

appropriate, to adhere to which modifies some of the advice in RICS GN 94/2012 which 
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will be replaced in due course following advice given in the Parkhurst Road case. The 

main issue in the Parkhurst Road case concerned benchmark land value and whether 

market value should be the main determinant based on direct comparables or 

alternatively whether benchmark land value should be determined having regard to the 

existing use value plus a premium. 

 The Professional Statement sets out considerations on conflicts of interest, transparency 

and reporting requirements. 

North Devon and Torridge Local Plan 2011-2031  

 The Local Plan was adopted on 29 October 2018, Policy ST18 of which sets out 

requirements for affordable housing. Whilst the policy requirement is for 30% affordable 

housing on qualifying sites, ST18(5) allows variation of the requirements in 

consideration of development viability.  

 ST18(7) seeks a tenure split requirement of 75% social rent and 25% intermediate 

forms of affordable housing with an ability to negotiate on a site be site basis. 

 The site is identified under BID07: Bideford Regeneration Sites as a brownfield site 

suitable for regeneration with a mix of housing retail and leisure uses to provide an 

active and attractive waterfront use. 
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4.0 Methodology 

 Assessments of viability are undertaken by SCo on behalf of the applicant using residual 

land value models, based upon the Argus Developer.  The threshold or Benchmark Land 

Value, against which the new scheme would be tested, has not been assessed by SCo 

given the negative land values resulting from appraisal.  

 The methodology to assess viability in this case is the commonly used Residual Land 

Value (RLV) appraisal. This method is one which is used industry wide in land purchase 

and that has been established as the pre-eminent method through various development 

plan examinations and planning appeals. 

 An RLV appraisal treats the land value as the output of a calculation which compares the 

costs of development with the revenue generated by it. Since the revenues from housing 

and the costs of development are relatively inelastic and outside the developer’s control 

the one element of the appraisal that can vary is the land value.  Therefore, if affordable 

housing is required, the cost of it must be deducted from the land value where possible. 

 The new scheme is then tested reflecting the GIA floor areas and unit numbers proposed.  

In the event a positive balance is achieved whereby the new scheme delivers a residual 

land value above that of the threshold, then an affordable housing contribution would be 

appropriate and viable.  

 The broad methodology followed by SCo is acceptable, though we query various inputs 

to the appraisals as noted. Comments on the benchmark land value to be used are 

reserved. 
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5.0 Appraisal Assumptions – Gross Development Value 

Residential Values 

 Turning to residential values, these are reported in the November SCo Report to average 

£3,456 per m² (£322 psf) and to total £28,180,000 in modelling for 8,152 m² (87,745 sq 

ft) of saleable floorspace. A detailed unit valuation is contained in the report. 

 It is noted that there are minor input errors in the SCo Argus model which are corrected 

in the table below to total £28,210,000. 

 The unit schedule and values proposed are: 

Unit type 
No 

units 
Ave unit 
size m² 

Ave unit 
size sq ft 

Total floor 
area sq ft 

ave £ 
psf 

S&Co value 
£ 

total value 
£ 

studio 3 45.0  484  1,453  300 145,000  435,000  

1B2p 9 56.7  610  5,490  287 175,000  1,575,000  

2B4P 23 74.0  797  18,331  370 295,000  6,785,000  

2B4P duplex 3 93.0  1,001  3,003  320 320,000  960,000  

3B5P 1 95.0  1,023  1,023  357 365,000  365,000  

3B6P 33 100.4  1,081  35,661  338 365,000  12,045,000  

4B8P 1 134.0  1,442  1,442  322 465,000  465,000  

4B7P duplex 12 165.3  1,779  21,345  261 465,000  5,580,000  

Totals 85 95.9  1,032  87,748  322 331,882  28,210,000  

 

 Accordingly, we have undertaken our own research on sales values in the locality and 

arrive at much the same comparables as those listed by SCo.  The factors identified by 

SCo including the scale, waterfront location and proximity to Bideford centre all weigh in 

favour of the development in terms or value, but it is acknowledged that not all units will 

benefit from full waterfront views and many have an oblique view.  

 I have also considered developments such as Nautilus, Latitude 51, Nassau Court, and 

Horizon View in Westward Ho! in informing my view on potential sales figures. 

Additional sales data is listed in Appendix A. 
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 In my assessment, I have also taken into account a broad search of competing property 

which will target similar market segments. 

Unit type 
No 

units 
Ave unit 
size m² 

SCo value 
£ 

BVA value 
£ 

Ave £ psf 
BVA total 

£ 
studio 3 45.0  145,000  150,000  310 450,000  
1B2p 9 56.7  175,000  185,000  303 1,665,000  
2B4P 23 74.0  295,000  295,000  370 6,785,000  
2B4P duplex 3 93.0  320,000  340,000  340 1,020,000  
3B5P 1 95.0  365,000  360,000  352 360,000  
3B6P 33 100.4  365,000  370,000  342 12,210,000  
4B8P 1 134.0  465,000  465,000  322 465,000  
4B7P duplex 12 165.3  465,000  485,000  273 5,820,000  

Total 85 95.9  28,210,000  338,529  328 28,775,000  

  

Ground Rents 

 Ground rents are included in the assessment in the same vein as that of the November 

SCo Report. It is noted that Government is moving to restrict the ability of freeholders to 

charge ground rents but legislation, though signalled for some time, has not yet been laid 

before Parliament. At the time of assessment therefore ground rents remain chargeable 

and sales values are predicated on that basis. Should ground rents be subsequently 

removed, sales values will need to be reassessed.  

 It is considered that as a starting point an average ground rent charge of £250 per unit is 

not unreasonable, though is lower than that charged on some of the comparables. It is 

treated as an average across the scheme which would anticipate ground rents not to be 

onerous and certainly no more than 0.1% of capital value. In my assessment I have also 

adjusted the yield to 5% and do not consider the first 12 months to be provided rent free 

to be appropriate, though ground rents are timed to the end of sale. 

Commercial values 

 I consider the rents for the commercial units assessed by SCo and the context to be 

appropriate. 

 In terms of yields however, I have taken a slightly different approach. SCo in their report 

consider a yield of 8.0% to be appropriate across all commercial uses. 

 I consider this yield to be appropriate for the retail elements. 
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 In terms of the café/restaurant uses I consider that the location and prestige of the 

development will be attractive not only to small, local owners but also more significant 

tenants with better covenant. I have therefore applied a 7.25% yield to the Brunswick 

café/restaurant spaces. 

 Considering the studio workspaces at Steamer Wharf and the nature of occupants there, I 

have applied a yield of 8.5%. 

 I have maintained SCo’s assumption of 12 months rent free across all commercial spaces 

to give time to establish its own market and attract tenants. 

Waterfront 

 It is noted that the SCo assessment does not consider the value of potential bankside 

mooring. This is not unreasonable as the value of the moorings would appear in both the 

benchmark land value assessment and the scheme appraisal and cancel each other out. 

 It is noted however that the proposals include arrangements for a new pontoon on the 

river. There is no value associated with this and the applicant and their viability assessor 

should confirm whether this is intended to be income generating or provided for day trip 

convenience without mooring fees. 
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6.0 Appraisal Assumptions – Development Costs 

 As described in the NPPF and PPG, site specific development viability assessments 

should have regard to the evidence underpinning the Local Plan. We note those 

assumptions below as appropriate and compare with the applicant’s approach. 

Build costs 

 Build costs used by in the November SCo Report are based on BCIS median, 5 year 

sample which is an acceptable baseline, subject to the comments below. Given the 

sample sizes in BCIS I have used a location index of 102 which is the same for Torridge 

and Devon. BCIS extracts are attached at Appendix B. 

 Residential costs use the BCIS Flats, 3-5 storey rate, the latest sample of which reports a 

build cost of £1,323 per m². 

 Retail/Restaurants and cafes remains at £1,515 per m². 

 Workshops /studios /office space is updated to £1,531 per m². It is noted that the BCIS 

rates for shops, shell only, is £878 per m². It is considered that the rates used for the 

assessment include all allowances for fit out and ready for occupation. 

Abnormal Build Costs 

 It is notable however that the build costs are augmented by a costs report prepared by 

QSPM Consultants for external works and costs for the undercroft car parking and wharf 

repairs plus other public realm. This cost report has not been subject to independent 

review at this stage.  

 The overall costs assessed by QSPMC include a total of £705,000 for decontamination of 

the site and demolition of existing buildings. It would be expected that these 

decontamination costs would also be reflected in any benchmark land value. Additional 

allowances are then included for repairs to the wharf walls of £787,000, ground floor car 

park including flood requirements, piling for foundations etc and transfer slab at first 

floor level of £3,299,806 (transposed from the SCo appraisal). Additional costs of flood 

defences of £412,000 and external works of £901,000 are also included. 

Adjustments to BCIS arising 

 BCIS rates are expressed on the basis of built floorspace and include allowances for 

foundations and substructures normally expected. Given that the additional, specific 

costs provided by the applicant’s cost consultant include for works to transfer slab level 



Review of Viability Submissions at 

Brunswick Wharf, Barnstaple Street, Bideford, Devon EX39 4AE  
1/1126/2020/FULM 

 

 

 15 of 27 

including foundations I have adjusted the BCIS rates. I consider that a deduction of 5% 

from BCIS rates should be allowed for to accommodate substructure costs included 

elsewhere. 

Contingency 

 Contingency assumptions are included at 5% of build costs.  The assumptions used fall 

within the expected range and replicate those in Adams Integra’s work. 

Professional fees 

 Professional fees are assumed within the SCo appraisals at 8% of build costs. This is an 

appropriate assumption. 

Interest charge rates 

 The Adams Integra local plan viability assessment uses a rolled up rate of 6.5% for 100% 

debt charging on negative cashflows. 

 Accordingly, interest charges are assessed at the rate of 6.5% on 100% debt funding as 

required for negative cashflows, which is a normal assumption for appraisals of this type 

and inclusive of all associated fees. The November SCo report is prepared on this basis. 

 We typically use a rate of 2% for credit balance reinvestment, but acknowledge that this 

has a minimal impact on the outcome of the appraisals and for the purposes of these 

appraisals is not included at this time. 

Development programme 

 We have considered the overall programme proposed by SCo.  This considers that there 

will be a 3 month period following grant of consent for mobilisation, then construction 

for a period of 30 months. Sales begin 18 months after start on site and continue for a 

total of 20 months. 

 We have considered the approach taken to be reasonable. 

Developer profit 

 The November SCo report and assessment is based on a profit margin of 20% on GDV for 

all elements of the scheme, though in their opinion a profit margin of 22.5% of GDV 

should be used, citing the issues of Covid-19. 
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 Having reviewed matters, I consider that a profit margin of 20% on GDV for market 

housing is appropriate and have applied this in my appraisal, in line with the 

assumptions applied in the local plan evidence and at the upper end of the range 

promoted in the PPG. In line with the local plan evidence I have also applied a differential 

profit rate to the commercial elements of the scheme, applying 20% of cost to those 

elements.  

 Overall therefore, my assessment of profit in monetary terms is slightly below that of 

SCo. 

Costs of marketing and sales 

 The SCo report assumes for the commercial elements of the scheme a letting fee of 10% 

and letting legal fee of 5%. This is a reasonable assumption and is accepted. 

 Marketing allowances for the residential property is allowed for at £1,250 per unit which 

is accepted, together with the void costs of £174 per unit to allow for costs associated 

with voids over the sales period. 

 Sales agent’s fees are included at 2.5% of GDV which is a reasonable allowance for a 

scheme of this size. 

 In terms of legal fees on sale, SCo use an assumption of £1,000 per unit. The Adams 

Integra local plan evidence was based on £600 per unit which is considered in this 

context to be low given the potential sales value of the units. The SCo assumption is 

acceptable and I have replicated this in my appraisal. 
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7.0 Comparable Summary Residual Land Value Models 

 Below are summary residual land value models for the proposed scheme, setting out the 

developer’s assumptions alongside the revised assumptions considered appropriate as 

set out above. 

 Firstly I have sought to replicate the model appended to the November SCo Report in 

order to establish a baseline: 

REVENUE 

SCo assumptions 
November 2020 

Baseline 
£ 

BVA replication of 
SCo model, 

correcting for input 
errors 

£ 
Net development value 30,571,845 30,612,562 
   
ACQUISITION COSTS   

Residual Land Price 
(1,959,320) 

Negative land value 
(2,657,198) 

Negative land value 
Stamp duty   
Agent Fee   
Legal Fee   
   
CONSTRUCTION COSTS   
Construction 19,532,843 19,532,843 
Developers Contingency 1,116,892 1,116,892 
site clearance demolition 705,000 705,000 
Wharf repairs 787,000 787,000 
Flood defences 412,000 412,000 
External works 901,000 901,000 
   
PROFESSIONAL FEES 1,562,627 1,562,627 
Sales Agent Fee 704,500 765,314 
Sales Legal Fee 85,000 85,000 
Marketing costs 121,040 121,040 
Letting agent fee 21,025 21,025 
Letting legal fee 10,513 10,513 
   
Total Finance & Interest 
Cost 

424,977 1,094,445 

   
TOTAL COSTS 24,425,101 24,457,520 
   
PROFIT 6,146,744 6,155,042 
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 The full BVA model described above is set out in Appendix C which seeks to replicate the 

SCo model in order to determine the effect of correcting the input errors. The main 

difference between the BVA version and the SCo model is in finance charges which relate 

to cashflow. The conclusion drawn is that the cashflow used in the SCo model uses 

timings which are not described in their report. A working version of the SCo Argus 

model should be requested. 
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 Appendix D sets out the BVA model using the revised assumptions set out in the sections 

of this report above. This model is summarised below and is subject to further 

clarification over the cashflow timing of cost and income: 

REVENUE 

BVA replication of 
SCo model, 

correcting for input 
errors 

 
£ 

BVA model using 
revised 

assumptions 
February 2021 

£ 

Net development value 30,612,562 31,261,446 
Ground rent income over 
sales period 

 12,396 

   
ACQUISITION COSTS   

Residual Land Price 
(2,657,198) 

Negative land value 
(1,142,419) 

Negative land value 
Stamp duty   
Agent Fee   
Legal Fee   
   
CONSTRUCTION COSTS   
Construction 19,532,843 15,406,215 
Developers Contingency 1,116,892 1,075,551 
site clearance demolition 705,000 705,000 
Wharf repairs 787,000 787,000 
Flood defences 412,000 412,000 
External works 901,000 901,000 
Steamer car park Incl above 959,380 
Clarence/Queen’s car park Incl above 2,340,426 
   
PROFESSIONAL FEES 1,562,627 1,496,482 
Sales Agent Fee 765,314 781,536 
Sales Legal Fee 85,000 85,000 
Marketing costs 121,040 121,040 
Letting agent fee 21,025 21,025 
Letting legal fee 10,513 10,513 
   
Total Finance & Interest 
Cost 

1,094,445 1,245,490 

   
TOTAL COSTS 24,457,520 25,205,240 
   
PROFIT 6,155,042 6,068,608 
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8.0 Benchmark Land Value 

 The NPPF states that plans should set out the contributions required from development 

including affordable housing and infrastructure and that the policies introduced should 

not undermine deliverability of the plan.1 As such it requires local authorities to ensure 

that the scale of obligations and policy burdens do not threaten the viability of 

developments. This has been undertaken in Torridge by Adams Integra and examined by 

an Inspector through the Local Plan process and found to be acceptable. 

 The National Planning Practice Guidance advises that there must be an appropriate 

return to the developer, consideration for the existing use for the site and also a 

premium established from market evidence to encourage the site to come forward for 

development (taking into account the typical policy and infrastructure burdens that the 

site would be required to carry). Hence, the developer profit should be reasonable, (i.e. 

appropriate for the degree of risk for the particular type of development) and that the 

land-owner should achieve a reasonable land value for the site having regard to the 

existing use and viable alternatives. If the developer or land-owner do not secure this 

return, the project will not proceed. 

 The Planning Practice Guidance (PPG) suggests that “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 comply with policy 

requirements.”2 

 The benchmark land value for the assessment of viability is not determined by SCo and 

so cannot be reviewed. However, it should be noted that the site is subject to substantial 

constraints including that of decontamination and any benchmark land value assessed 

will need to reflect this. 

  

 

 
1 Paragraph 34, NPPF, February 2019 
2 Paragraph: 013 Reference ID: 10-013-20190509, PPG 
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9.0 Conclusions 

 The first test of viability is to consider the applicant’s appraisal as submitted and the 

benchmark land value as they consider it. It is notable that the applicant has not 

suggested any value for the benchmark land value. On the basis of the evidence 

submitted by the applicant, the viability of the new proposals for 85 apartments and 

commercial uses are, on the face of it, not viable and indeed generate a negative land 

value. 

 In seeking to replicate the applicant’s appraisal, it is noted that the model resulting had 

different finance charges than those presented in the November SCo Report. This is due 

to differing assumptions on cashflow used in the model which are not described in the 

report. The applicant should be asked to provide a working version of their Argus model 

and cashflow for review so that this point of difference can be resolved. Our conclusions 

remain subject to that outcome. 

 The adjustments to the appraisal model set out above improve the residual land value of 

the proposed scheme by approximately £1.5m, and it is noted that this does not include a 

review of the abnormal costs provided in the cost plan prepared by QSPM Consultants. 

On the basis of current projected income and expenditure, that cost plan would need to 

be at least a 50% over-estimation of costs to make a difference to the conclusions drawn. 

 Overall then, the revised appraisal model still results in a negative land value. A 

benchmark land value has not yet been assessed by the applicant and this can be 

reviewed when presented. If the land value were to be considered to be nil, then the 

resultant model delivers a profit margin of 15.7% of GDV which is within the lower 

boundary of profit set out in the PPG, but considered to be sub-optimal. Inputting a 

benchmark land value would reduce that profit further though it is noted that the land is 

subject to matters that would affect benchmark land value. 

 It is noted also that the November SCo Report makes reference at paragraph 9.6 to the 

applicant seeking Grant Funding to improve the scheme outcomes. Should this become 

available, this viability assessment and its conclusions and impact on any affordable 

housing outcomes would need to be reconsidered. 

 The arrangements for any income derived from the moorings associated with the new 

pontoon should be confirmed by the applicant. 

 We welcome the opportunity for further discussions with the applicant and their advisor. 
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10.0 Addendum to report following discussions with Sturt and Co: 10 March 

2021 

 The above report sections were presented to the applicant’s viability consultant in 

February 2021 and there followed a period of negotiation and review of additional 

submitted information. The following represents my conclusions following those 

discussions and exchange of information regarding a number of points relating to the 

projected costs and values of the proposed scheme. A revised residual appraisal and 

conclusions are then presented. 

Grant funding 

 An application to the Ministry of Housing, Communities and Local Government Land 

Release Fund has been made. The application is for £787,000 towards the harbour wall 

maintenance and upgrade works, which is included in the appraisal as additional 

revenue. Should that grant not be forthcoming, viability will worsen. 

Sales values of apartments 

 It was commented that the revised sales values of the apartments assessed by BVA was 

considered to be too high, particularly with regard to the studio units. I have considered 

the matter and reverted to the value of £145,000 per studio assessed by Sturt and Co.  

 The values of the other residential apartments assessed by BVA is considered at a ceiling 

for the area and there is a lack of comparables within the immediate locale. Sales 

comparisons are therefore drawn from a wider area and adjusted for the Bideford 

location. There are many worthy virtues of the scheme, but those factors must also be 

weighed against other competing property for any buyer’s interest within the area. The 

values applied by BVA represent an uplift on those assessed by the applicant. 

Ground rents 

 The appraisals currently incorporate ground rents. There has been a widely publicised 

review of the intention by Government to remove and reform the charging of ground 

rents, reducing them to a peppercorn. The legislation to put effect to this reform has not 

yet been laid before Parliament and so its exact terms and scope are uncertain. 

 The initial Sturt and Co report included ground rents at a yield of 5.5% charged on an 

average of £250 per annum. The BVA February assessment considered ground rents at 

the same level, though capitalised at a yield of 5.0%. 
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 Following discussion with Sturt and Co, together with additional evidence from Allsops 

auctions of ground rents over the past six months, I have modified the yield to 5.25%. It 

should be noted that this yield is expected to weaken into the future if the full range of 

policy responses currently noted in the press on ground rent reform are implemented. It 

is likely when the development is completed that the ground rent reform will have been 

implemented. 

Yields of commercial uses 

 BVA initially proposed an approach to yields where the value of the café/restaurant uses 

was considered on a lower yield than the studio spaces, with the retail falling in the 

middle. Sturt and Co have considered a blended average approach to yields. I have 

reverted to the Sturt and Co approach which makes a marginal difference to the outcome 

in residual land value terms. 

Costs of servicing the site 

 Sturt and Co has, subsequent to their assessment, received a quotation for services 

infrastructure from Western Power to reinforce the 11kV supply to Barnstaple Street. 

The overall cost of the electricity reinforcement is £221,430 which is included within the 

revised appraisal. 

Build costs 

 The approach taken to build costs in the November Sturt and Co report was to follow 

BCIS median 3 to 5 storey using a build cost rate for residential of £1,327 per m², given 

that the costs assume that the ground floor level is raised by a structural deck and tanked 

lower level for car parking. The structural deck will provide the public and private open 

space above flood levels. 

 BVA considered the approach taken to be reasonable, noting though that the BCIS rates 

should be reduced by 5% to account for the potential double counting of foundations 

allowances within the average per square metre costs in BCIS and the additional cost 

plan provided by the applicant. The rate initially used by BVA for residential was 

£1256.85 per m². 

 Following review of the BVA report, Sturt and Co now consider that the BCIS rate for 6 

plus storey should be used and at upper quartile level. This rate is £1,750 per m², 

compared to the median at £1,552 per m². There is no indication in the sampling of the 

storey heights of the submissions making up the rates. 



Review of Viability Submissions at 

Brunswick Wharf, Barnstaple Street, Bideford, Devon EX39 4AE  
1/1126/2020/FULM 

 

 

 24 of 27 

 Given the 3-5 storey building proposed above the new structural deck, and the additional 

costs of the structural deck already accounted for within the costings I do not agree with 

the revised Sturt and Co approach. However, I am mindful of the revised sensitivity for 

fire protection and prevention which may not be fully represented in the 3-5 storey, 5 

year, sample and new guidance for residential buildings over 11m in height which was 

introduced in November 2020. An additional allowance of £60 per m² has been added to 

account for these measures. This increases the build cost to £1,316.85 and an overall 

increase of approximately £660,600 in base build costs. 

Cashflow 

 The report above notes the significant difference between the interest charges within the 

model by Sturt and Co and the initial model by BVA. A working model has now been 

supplied by Sturt and Co for examination. The Sturt and Co model takes the default 

position in Argus of placing all income in the first month of the sales period. This has the 

effect of overstating the cash position and therefore significantly underestimating 

interest charges. 

 The BVA approach modelled is to assume sales on a straight-line basis offset by 18 

months from start of construction, with income assumed from the commercial from 

completion of construction and ground rent capitalisation on completion of sales. 

River pontoon 

 The application includes a river pontoon. I understand that a quotation has been 

received by the applicant for a total of approximately £189,000. 

 It is noted that the section of river on which the pontoon is to be installed is tidal and so 

for periods of each tide the pontoon will be sat on mud. It is further noted that the fluvial 

mud is considered to be an important habitat and so will not be capable of being dredged 

to provide deeper mooring. 

 On that basis therefore it is unlikely that the pontoon will generate income over its cost 

and it is not included in the appraisal. 

Profit 

 Further to my report above, Sturt and Co have made representations on the profit levels 

to be included. Sturt and Co consider that profit should be assessed at 20% of GDV across 

the scheme. 
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 The initial assessment by BVA considered a blended approach of 20% of GDV on market 

housing and 20% on construction cost on the commercial uses. The initial assessment 

applied this rate to the construction costs only. Sturt and Co rightly point out that the 

profit measure on cost should be applied to all costs, not just the construction cost. 

Additional costs within the model beyond construction cost are then apportioned on a 

per square meter basis, the commercial element taking up 9% of above ground floor 

area. This calculation is within £5,000 of a profit assessment on the basis of GDV, so for 

ease of modelling, the Sturt and Co assumption of profit on GDV is reverted to. The local 

plan viability work was progressed on the basis of profit on cost assessment of 20% and 

in the context of this appraisal the commercial element has approximately the same cost 

and value. 
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11.0 Revised model comparison as at 10 March 2021 

 A revised model is proposed and summarised below: 

REVENUE 

SCo assumptions 
November 2020 

 
£ 

BVA revised model 
March 2021 

 
£ 

Net development value 30,571,845 31,187,772 
Land release grant  787,000 
   
ACQUISITION COSTS   

Residual Land Price 
(1,959,320) 

Negative land value 
(1,501,110) 

Negative land value 
Stamp duty   
Agent Fee   
Legal Fee   
   
CONSTRUCTION COSTS   
Construction 19,532,843 16,066,817 
Developers Contingency 1,116,892 1,108,581 
site clearance demolition 705,000 705,000 
Wharf repairs 787,000 787,000 
Flood defences 412,000 412,000 
External works 901,000 901,000 
Steamer car park Incl above 959,380 
Clarence/Queen’s car 
park 

Incl above 2,340,426 

Services infrastructure  221,430 
   
PROFESSIONAL FEES 1,562,627 1,549,330 
Sales Agent Fee 704,500 779,694 
Sales Legal Fee 85,000 85,000 
Marketing costs 121,040 121,040 
Letting agent fee 21,025 21,026 
Letting legal fee 10,513 10,513 
   
Total Finance & Interest 
Cost 

424,977 1,149,615 

   
TOTAL COSTS (excl 
land) 

26,384,417 27,217,852 

   
PROFIT 6,146,744 6,270,425 
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12.0 Additional conclusions as at 10 March 2021 

 The initial viability assessment by Sturt and Co of November 2020 considered that the 

proposed development was not viable if planning obligations for affordable housing 

were imposed. The initial conclusions drawn following review by BVA were that the 

scheme generated a negative land value. 

 As noted above, and following examination of the Sturt and Co model, a number of 

cashflow timings were input on the basis of a default and may have been an error. The 

impact of this was to overstate the profitability of the scheme. 

 The BVA review has considered the cashflow, costs and values as set out above and 

includes potential grant available for improvements to the wharf wall. The BVA 

assessment also includes an uplift to the values assumed by the applicant and a 

reduction to build costs. 

 Following assessment of the modified assumptions, the residual land value of the 

proposed scheme remains negative at - £1,501,110. The profit reserved in the appraisal 

is £6,270,425. 

 It remains the case that, in my view, the scheme remains financially unable to 

accommodate planning obligations on the basis of the assumptions modelled above. 

 It should be noted that a viability assessment is undertaken on a generic basis and not 

specific to any developer. It is also taken at a snapshot in time on the basis of current cost 

and value at the time of assessment. As a sensitivity test, a modest and limited 

contribution may be marginally viable in some scenarios where construction costs were 

reduced by 5% and values increased by 5% to 10%. 


