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proposed that detailed costs and the contributions sought will be discussed and agreed with 
BCKLWN through the planning applications. 
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Section 106 Infrastructure 
post commencement). The balance is to be 
paid on the occupation of 500 new dwellings 
across the overall IDP area (30 months post 
commencement) 

420 place primary school 2ha School site is to be purchased on 
commencement of the development and 
transferred to a fully serviced school site after 
the occupation of the 100th dwelling. 

315 place primary school 2ha School site to be purchased 3 years prior 
to the point where 2,000 units are estimated to 
be occupied (i.e. 84 months post 
commencement). The school is to be 
completed by the point when 2,000 units are 
occupied across the wider IDP area and cost 
apportioned across the previous 3 years. 

Nursery provision To be delivered as part of the primary schools. 

High school capacity increase To be paid in four equal instalments on 
occupation of 400 dwellings of each respective 
phase. 

Sixth form capacity increase To be paid in four equal instalments on 
occupation of 400 dwellings of each respective 
phase. 

  

Green Infrastructure Neighbourhood parks, allotments and 
open spaces with equipped sports and 
play facilities 

Contributions are to be apportioned and 
phased across the whole IDP area on a basis 
of cost per residential unit delivered. To be 
delivered in accordance with phasing plan to 
be agreed prior to development. 

  

Community Facilities Community centre 1 Contributions are to be apportioned and 
phased across the whole IDP area on a basis 
of cost per residential unit delivered. To be 
delivered in accordance with phasing plan to 
be agreed prior to development. 

Community centre 2 Contributions are to be apportioned and 
phased across the whole IDP area on a basis 
of cost per residential unit delivered. To be 
delivered in accordance with phasing plan to 
be agreed prior to development. 

Community centre 3 Contributions are to be apportioned and 
phased across the whole IDP area on a basis 
of cost per residential unit delivered. To be 
delivered in accordance with phasing plan to 
be agreed prior to development. 

Sports centre Contributions are to be apportioned and 
phased across the whole IDP area on a basis 
of cost per residential unit delivered. To be 
delivered in accordance with phasing plan to 
be agreed prior to development. 

1no. Multi Use Games Area (MUGA) 
facility 

Contributions are to be apportioned and 
phased across the whole IDP area on a basis 
of cost per residential unit delivered. To be 
delivered in accordance with phasing plan to 
be agreed prior to development. 

Health centre Land is to be safeguarded for this, however, a 
need for a new health centre within the growth 
area is to be assessed at a later stage. 

3no. shops Land is to be safeguarded for this. 

Library contributions Contributions taken per dwelling and any 
upgrades are to be delivered as required, in 
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Section 106 Infrastructure 
accordance with phasing plan which is to be 
agreed prior to construction. 

  

Utilities Fire hydrants One hydrant to be provided for every 50 
dwellings, every school and neighbourhood 
centre.  

SuDS infrastructure In accordance with agreed phasing plan prior 
to the commencement of development. 

Source: SADMPP, BCKLWN Core Strategy, Neighbourhood Plan, and Norfolk County Council 
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4.5 Testing Viability 

4.5.1 Using the cost information provided, a viability assessment was developed for the IDP to assess 
the viability of the proposed development of the Growth Area to deliver the infrastructure 
required. The Indicative Viability Assessment can be found in Appendix B and is summarised in 
Section 5. 

4.6 Stakeholder Consultation 

4.6.1 Discussions with developers were undertaken to gain an agreed way forward regarding delivery. 
Comments on the costing schedules used to underpin the Indicative Viability Assessment 
(Appendix B) can be found in Appendix E. 
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6 Securing Development Infrastructure :    
Next Steps 

6.1 Introduction 

6.1.1 Development infrastructure and contributions are associated with the grant of planning 
permission. They are used to ensure that development proposals are acceptable in planning 
terms and deliver necessary improvements to, or contributions towards, supporting 
infrastructure. This section explains the mechanisms and next steps open to BCKLWN in terms 
of securing developer contributions for the infrastructure that will be required in the SEKLSGA.  

6.2 Mechanisms for securing infrastructure 

6.2.1 Legislation and national planning policy provide the tools for local authorities to secure 
developer contributions through the planning system for infrastructure and affordable housing, 
meet the needs of their area. There are a series of potential mechanisms for securing developer 
contributions (either individually or collectively) that could be applied by BCKLWN to the 
SEKLSGA. These are outlined below: 

Section 106 Planning obligations 

6.2.2 Planning Obligations are one of the key mechanisms available to BCKLWN. These are entered 
into with regard to Section 106 (S106) of the Town and Country Planning Act 1990 (as 
amended). The notable exception is Section 278 agreements, entered under the Highways Act 
1980, which relate to off-site highways works. 

6.2.3 A Planning Obligation is a legally binding document either contained in a bilateral agreement 
between local planning authorities and landowner(s)10 and other parties with an interest in land 
forming the application site or set out in the form of an undertaking made by the landowner(s) 
and other parties with an interest in land forming the application site to BCKLWN and (if 
applicable) Norfolk County Council. Planning obligations enable the local authority to secure the 
provision of infrastructure or services, or contributions towards them, to support development. 
Planning Obligations are used to make an otherwise unacceptable development acceptable and 
are only used where it is not possible to resolve an unacceptable impact through planning 
conditions.  

6.2.4 The same tests that apply to Planning Conditions (Para 6.2.4.) apply to Planning Obligations 
this means that Planning Obligations can only be used to enable the provision of additional or 
renewed infrastructure to create additional capacity in order to satisfy the demands arising 
directly from that development and to make it acceptable and cannot be used to correct existing 
pre-development community infrastructure deficits. 

6.2.5 BCKLWN may (at its discretion) apply contributions secured via planning obligations towards 
the costs associated with the professional fee and project management costs to fund the 
planning and implementation stages of delivering new infrastructure (including the process of 
obtaining all requisite consent orders agreements licences and permissions).Planning 
obligations could be used to secure on-site provision of, or financial contributions towards 
affordable housing. The policy for setting the threshold for affordable housing contributions is 
set out in the Local Plan.  
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A. Phasing Plan 



Ordnance Survey  © Crown Copyright 2016. All rights reserved. 
Licence number 100022432. Plotted Scale -  1:12500@A3
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B. Indicative Viability Assessment 
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© copyright reserved 2018 Gerald Eve LLP 
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_______________________________________________________________________________________________________________ 

NOTE: The contents of this report are for Borough Council of Kings Lynn and West Norfolk and are provided on the understanding that it shall be 

used only to assist in the delivery of South East Kings Lynn Growth Area. The information contained within this report is believed to be correct as 

at August 2018 but Gerald Eve LLP give notice that: 

 
 (i) All statements contained within this report are made without acceptance of any liability in negligence, tort or otherwise by Gerald 

Eve LLP. The information contained in this report has not been independently verified by Gerald Eve LLP; 

 
 (ii) None of the statements contained within this report are to be relied upon as statements or representations of fact or warranty 

whatsoever without referring to Gerald Eve LLP in the first instance and taking appropriate legal advice; 

 
 (iii) References to national and local government legislation and regulations should be verified with Gerald Eve LLP and legal 

opinion sought as appropriate; 

 
 (iv) Gerald Eve LLP do not accept any liability, nor should any of the statements or representations be relied upon, in respect of 

intending lenders or otherwise providing or raising finance to which this report as a whole or in part may be referred to; and 

 
 (v) Any estimates of values or similar, other than specifically referred to otherwise, are subject to and for the purposes of discussion 

and are therefore only draft and excluded from the provisions of the RICS Valuation �± Global Standards 2017. 
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EXECUTIVE SUMMARY  

1. �0�R�W�W���0�D�F�'�R�Q�D�O�G�����µ�0�0�¶�����Z�L�W�K���V�X�S�S�R�U�W���I�U�R�P���*�H�U�D�O�G���(�Y�H���/�/�3�����µ�*�(�¶�����K�D�Y�H���E�H�H�Q��

instructed by the Borough Council of Kings Ly�Q�Q�� �D�Q�G�� �:�H�V�W�� �1�R�U�I�R�O�N�� ���µ�W�K�H��

�&�R�X�Q�F�L�O�¶���� �W�R�� �X�Q�G�H�U�W�D�N�H�� �D�Q�� �L�Q�G�H�S�H�Q�G�H�Q�W�� �D�V�V�H�V�V�P�H�Q�W�� �R�I�� �W�K�H�� �Y�L�D�E�L�O�L�W�\�� �D�Q�G��

�G�H�O�L�Y�H�U�D�E�L�O�L�W�\���R�I���6�R�X�W�K���(�D�V�W���.�L�Q�J�V���/�\�Q�Q���*�U�R�Z�W�K���$�U�H�D�����µ�6�(�.�/�*�$�¶�����W�R���L�Q�I�R�U�P���D�Q��

�,�Q�I�U�D�V�W�U�X�F�W�X�U�H���'�H�O�L�Y�H�U�\���3�O�D�Q�����µ�,�'�3�¶�����W�R���X�Q�G�H�U�V�W�D�Q�G���D�Q�G���H�V�W�D�E�O�L�V�K���D�Q�\���S�R�W�H�Q�W�L�D�O��

funding issues. 

2. �*�(�¶�V�� �L�Q�V�W�U�X�F�W�L�R�Q�� �Z�D�V�� �W�R�� �U�H�Y�L�H�Z�� �D�Q�G�� �D�V�V�H�V�V�� �W�K�H�� �Y�L�D�E�L�O�L�W�\�� �R�I�� �W�K�H�� �S�U�R�S�R�V�H�G��

�G�H�Y�H�O�R�S�P�H�Q�W�� �R�I�� �W�K�H�� �6�(�.�/�*�$�� �L�Q�� �O�L�Q�H�� �Z�L�W�K�� �W�K�H�� �&�R�X�Q�F�L�O�¶�V�� �L�Q�I�U�D�V�W�U�X�F�W�X�U�H��

requirements. Using infrastructure costs provided by MM in August 2018, 

GE has undertaken an indicative viability and cash flow exercise to 

understand the potential funding issues when allowing for a policy compliant 

level of onsite Affordable Housing. 

3. This report is part of the wider instruction which is divided into three stages.  

4. Stage 1 reviewed the infrastructure required, clarified the costs of the key 

infrastructure items and build costs, developed an assumed housing delivery 

phasing strategy and identified any cashflow funding issues that may 

influence the delivery of the SEKLGA. Also forming part of Stage 1, this 

Gerald Eve report provides an assessment of the viability of the notional 

development of the SEKLGA using the information provided by Mott 

MacDonald.  

5. Stage 2a comprises the provision of a draft IDP report by Mott MacDonald to 

which this Gerald Eve report is appended as a supporting document along 

with a series of other pieces of supporting documentation.  

6. Stage 2b is to work with the various parties and stakeholders to agree an 

appropriate approach to delivery of the SEKLGA and to finalise the IDP. 

7. This report concludes that having regard to the timescales assumed, 

information available at this point in time, and sensitivity testing around the 

assumptions applied, the development of 3,500 residential units and 

associated infrastructure required presented within the draft IDP is 

potentially capable of being viable and deliverable. 
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1 Introduction  

1.1 �0�R�W�W�� �0�D�F�'�R�Q�D�O�G�� ���µ�0�0�¶���� �Z�L�W�K�� �V�X�S�S�R�U�W�� �I�U�R�P�� �*�H�U�D�O�G�� �(�Y�H�� �/�/�3�� ���µ�*�(�¶���� �K�D�Y�H�� �E�H�H�Q��

�L�Q�V�W�U�X�F�W�H�G���E�\���W�K�H���%�R�U�R�X�J�K���&�R�X�Q�F�L�O���R�I���.�L�Q�J�V���/�\�Q�Q���D�Q�G���:�H�V�W���1�R�U�I�R�O�N�����µ�W�K�H���&�R�X�Q�F�L�O�¶����

to undertake an independent assessment of the viability and deliverability of 

South East Kings Lynn Gro�Z�W�K�� �$�U�H�D�� ���µ�6�(�.�/�*�$�¶���� �W�R�� �L�Q�I�R�U�P�� �D�Q�� �,�Q�I�U�D�V�W�U�X�F�W�X�U�H��

�'�H�O�L�Y�H�U�\���3�O�D�Q�����µ�,�'�3�¶�����W�R���X�Q�G�H�U�V�W�D�Q�G���D�Q�G��establish any potential funding issues. 

1.2 �*�(�¶�V���L�Q�V�W�U�X�F�W�L�R�Q���Z�D�V���W�R���U�H�Y�L�H�Z���D�Q�G���D�V�V�H�V�V���W�K�H���Y�L�D�E�L�O�L�W�\���R�I���6�(�.�/�*�$���L�Q���O�L�Q�H���Z�L�W�K���W�K�H��

�&�R�X�Q�F�L�O�¶�V���L�Q�I�U�D�V�W�U�X�F�W�X�U�H���U�H�T�X�L�U�H�P�H�Q�W�V�����8�V�L�Q�J���L�Q�I�U�D�V�W�U�X�F�W�X�U�H���F�R�V�W�V���S�U�R�Y�L�G�H�G���E�\�� �0�0��

in August 2018, GE has undertaken a viability and cash flow exercise to 

understand the potential funding issues when allowing for a policy compliant level 

of on-site Affordable Housing. 

1.3 This report provides an assessment of the viability of the notional development of 

the SEKLGA using the information provided by Mott MacDonald in relation to the 

key infrastructure required and build costs of the infrastructure; and also the 

assumed housing delivery phasing strategy. 

1.4 We understand that this report will be discussed with the various parties and 

stakeholders to agree an appropriate approach to delivery of the SEKLGA. 
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2 Site Description  

2.1 A description of the SEKLGA site is set out in the MM IDP report.  In summary, the 

area is defined by the Borough Council of Kings Lynn and West Norfolk Site 

Allocations and Development Management Plan (SADMP) adopted September 

2016, as shown in the Figure 1.  The �&�R�X�Q�F�L�O�¶�V�� �³Local Development Framework �± 

�&�R�U�H�� �6�W�U�D�W�H�J�\�´�� �Ddopted July 2011 also �V�K�R�Z�V�� �W�K�L�V�� �D�U�H�D�� �D�V�� �D�Q�� �D�O�O�R�F�D�W�H�G�� �³�$�U�H�D�� �I�R�U��

Urban Expansion� .́ 

Figure 1 : SEKLGA Plan showing the IDP Area    

 

Source: SADMP (September 2016) �± page 119 
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3 Planning  Policy  Overview  

3.1 In this section of the report we provide an overview of planning policy and 

guidance with specific reference to the background and need for the viability 

assessments. We also summarise local planning policy in relation to affordable 

housing and community infrastructure levy (CIL). 

3.2 The viability assessment has been produced having regard to policy in the 

National Planning Policy Framework (NPPF) (2012, revised 2018), Planning 

Practice Guidance (PPG) (2016), National Practice Guidance (NPG) (2018) and 

other relevant practitioner guidance such as the RICS Guidance Note: Financial 

Viability in Planning (GN94/2012). 

Planning Policy  

3.3 MM has set out a review of national and local planning policy in relation to the 

SEKLGA in section 3 of the MM IDP document. The NPPF is referred to in 

section 3.1 and PPG in section 3.5.  

3.4 For Planning policy making Authorities are able to rely upon the 2012 NPPF, 

although the NPPF was revised in July 2018 along with viability guidance in the 

National Planning guidance (NPG -2018).  

3.5 The NPPF (2012) has a clear presumption in favour of sustainable development 

and in determining planning applications local planning authorities should take 

account of this. 

3.6 The NPPF (2012) recognises that development should not be subject to such a 

scale of obligation and policy burdens to where its viability is threatened; and in 

addition, obligations should be flexible to market changes in order to ensure 

planned developments are not stalled.  

3.7 The current PPG (2015) relating to planning obligations reinforces this point 

relating to viability in relation to obligations: 
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PPG (2016) states: 

�³�3�O�D�Q�Q�L�Q�J���R�E�O�L�J�D�W�L�R�Q�V���D�V�V�L�V�W���L�Q���P�L�W�L�J�D�W�L�Q�J���W�K�H���L�P�S�D�F�W���R�I���X�Q�D�F�F�H�S�W�D�E�O�H���G�H�Y�H�O�R�S�P�H�Q�W���W�R��

make it acceptable in planning terms. Planning obligations may only constitute a 

reason for granting planning permission if they meet the tests that they are necessary 

to make the development acceptable in planning terms, directly related to the 

�G�H�Y�H�O�R�S�P�H�Q�W�����D�Q�G���I�D�L�U�O�\���D�Q�G���U�H�D�V�R�Q�D�E�O�\���U�H�O�D�W�H�G���L�Q���V�F�D�O�H���D�Q�G���N�L�Q�G���´  

(Paragraph 001 Ref ID 23-b-001-20161116) 

3.8 The PPG also indicates where local planning authorities are requiring affordable 

housing obligations or tariff style contributions to infrastructure: 

..they should be flexible in their requirements. Their policy should be clear that such 

planning obligations will take into account specific site circumstances.  

(Paragraph: 006 Reference ID: 23b-006-20140306) 

3.9 The NPPF (2018) continues to recognise the place of viability testing, in both 

plan-making and decision-making. 

3.10 Paragraph 57 of the NPPF (2018) states:- 

�³�:�K�H�U�H�� �X�S-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.�´���± our emphasis 
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3.11 In the Viability section of the NPG (2018) which has been recently updated following 

a consultation exercise earlier in the year, applicants are now required to 

demonstrate whether particular circumstances justify the need for a viability 

assessment at the application stage.  The NPG then sets out such circumstances 

which could include: 

�³��..where development is proposed on unallocated sites of a wholly different type to 

those used in viability assessment that informed the plan; where further information 

on infrastructure or site costs is required; where particular types of development are 

proposed which may significantly vary from standard models of development for sale 

(for example build to rent or housing for older people); or where a recession or similar 

significant economic changes have occurred since the plan was brought into force.� ́

(Paragraph 007 Reference ID: 10-007-20180724) 

3.12 Where viability assessments accompany applications the NPG at paragraph 008 

(ID 008-20180724) requires these to be based upon and refer back to the viability 

assessment that informed the plan and provide evidence of what has changed.  

�,�Q���W�K�H�V�H���F�D�V�H�V���³�W�K�H���Z�H�L�J�K�W���W�R���E�H���J�L�Y�H�Q���W�R���D���Y�L�D�E�L�O�L�W�\���D�V�V�H�V�V�P�H�Q�W���L�V���D���P�Dtter for the 

�G�H�F�L�V�L�R�Q���P�D�N�H�U���K�D�Y�L�Q�J���U�H�J�D�U�G���W�R���D�O�O���W�K�H���F�L�U�F�X�P�V�W�D�Q�F�H�V���L�Q���W�K�H���F�D�V�H���������´ 

The RICS Guidance Note: Financial Viability in Planning  

1.1 The RICS Guidance Note (RICS GN) was published in August 2012 (CD REF A7). 

The purpose of the guidance note is to enable all participants in the planning process 

to have a more objective and transparent basis for understanding and evaluating 

financial viability in a planning context. It provides practitioners with advice in 

undertaking and assessing viability appraisals for planning purposes. 

1.2 The RICS defines a guidance note is a document �³�W�K�D�W�� �S�U�R�Y�L�G�H�V�� �X�V�H�U�V�� �Z�L�W�K��

recommendations for accepted good practice as followed by competent and 

�F�R�Q�V�F�L�H�Q�W�L�R�X�V�� �S�U�D�F�W�L�W�L�R�Q�H�U�V�´�� It also states that �³�Z�K�H�U�H�� �P�H�P�E�H�U�V�� �G�R�� �Q�R�W�� �F�R�P�S�O�\�� �Z�L�W�K��

�S�U�D�F�W�L�F�H���U�H�F�R�P�P�H�Q�G�H�G���L�Q���W�K�L�V���Q�R�W�H�����W�K�H�\���V�K�R�X�O�G���G�R���V�R���R�Q�O�\���I�R�U���D���J�R�R�G���U�H�D�V�R�Q�´��(RICS 

Guidance notes, page 1 RICS GN).  

1.3 �7�K�H�� �5�,�&�6�� �*�1�� �U�H�S�U�H�V�H�Q�W�V�� �µ�E�H�V�W�� �S�U�D�F�W�L�F�H�¶�� �I�R�U�� �L�W�V�� �P�H�P�E�H�U�V�� �D�Q�G�� �R�W�K�H�U�V�� �Z�K�R�� �S�U�H�S�D�U�H��

and/or use financial viability assessments. 
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1.4 The RICS GN provides all those involved in financial viability in planning and related 

matters with an objective methodology framework and set of principles that can be 

applied for both plan making and development management. 

1.5 It is grounded in the statutory and regulatory planning regime that currently operates 

in the UK. It is consistent with the Localism Act 2011, the NPPF and the CIL 

Regulations 2010. The production of the guidance note was subject to wide 

consultation with both the public and private sectors. In particular it was drafted to be 

consistent with the NPPF which preceded the release of the RICS GN. 

1.6 Financial viability for planning purposes is defined in the RICS GN as follows:  

�³�$�Q���R�E�M�H�F�W�L�Y�H���I�L�Q�D�Q�F�L�D�O���Y�L�D�E�L�O�L�W�\���W�H�V�W���R�I���W�K�H���D�E�L�O�L�W�\���R�I���D���G�H�Y�H�O�R�S�P�H�Q�W��project to meet 

its costs including the cost of planning obligations, whilst ensuring an appropriate 

site value for the landowner and a market risk adjusted return to the developer in 

�G�H�O�L�Y�H�U�L�Q�J���W�K�D�W���S�U�R�M�H�F�W���´ 

1.7 The RICS GN definition of Site Value states:- 

�³�6�L�W�H�� �9�D�O�X�H�� �V�K�R�X�O�G�� �H�T�X�D�W�H�� �W�R�� �W�K�H�� �0�D�U�N�H�W�� �9�D�O�X�H�� �V�X�E�M�H�F�W�� �W�R�� �W�K�H�� �I�R�O�O�R�Z�L�Q�J��

assumption: that the value has regard to development plan policies and all other 

material planning considerations and disregards that which is contrary to the 

�G�H�Y�H�O�R�S�P�H�Q�W���S�O�D�Q���´ 

1.8 Market Value is defined in the International Valuation Standards (IVS) 2017, which are 

produced by the International Valuation Standards Council (IVSC) and serve as the 

key guidance for valuation professionals globally. The IVS 2017 are reproduced in full 

in the RICS Valuation �± �*�O�R�E�D�O�� �6�W�D�Q�G�D�U�G�V�� ���������� ���³the Red Book �´���� �D�Q�G�� �D�U�H�� �D�G�R�S�W�H�G��

and applied throughout the Red Book. Within the IVS 2017, Market Value is defined at 

paragraph 30.1. �D�V�� �³the estimated amount for which an asset or liability should 

exchange on the v�D�O�X�D�W�L�R�Q���G�D�W�H���E�H�W�Z�H�H�Q���D���Z�L�O�O�L�Q�J���E�X�\�H�U���D�Q�G���D���Z�L�O�O�L�Q�J���V�H�O�O�H�U���L�Q���D�Q���D�U�P�¶�V��

length transaction, after proper marketing and where the parties had each acted 

knowledgably, prudently and without compulsion��� ́
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1.9 Site Value is not unrestricted when compared to Market Value as defined in the IVS. 

The degree of variance will be subject to a judgement, having regard to the 

circumstances in each instance.  

1.10 Paragraph 3.4.5 of the RICS GN states: 

�³�7�K�H�� �6�L�W�H�� �9�D�O�X�H�� �Z�L�O�O�� �E�H�� �E�D�V�H�G�� �R�Q��market value, which will be risk-adjusted, so it 

will normally be less than current market prices for development land for which 

planning permission has been secured and planning obligation requirements are 

known. The practitioner will have regard to current use value, alternative use 

value, market/transactional evidence (including the property itself if that has 

recently been subject to a disposal/acquisition), and all material considerations 

�L�Q�F�O�X�G�L�Q�J���S�O�D�Q�Q�L�Q�J���S�R�O�L�F�\���L�Q���G�H�U�L�Y�L�Q�J���W�K�H���6�L�W�H���9�D�O�X�H���´  -Our emphasis 

1.11 The RICS GN therefore supports the notion that Site Value must be at a level where 

the landowner is incentivised to sell for development when compared to other options 

as recognised by the NPPF and the NPG including holding the land or selling it on. 

1.12 The RICS GN at paragraph 3.4.7 explicitly makes reference to the use of comparable 

evidence in providing an indication of the land value that a land owner might expect, 

albeit noting the need to risk adjust having regard to the planning permission, if in 

place. Whilst noting that often there might be a lack of up to date comparable 

information, the RICS GN stresses the importance of comparable information, even if 

limited as evidenced by court and lands tribunal decisions. 

1.13 Although the updated NPPF and NPG has followed the publication of the RICS GN, 

the principles set out in the RICS GN are, in my opinion, relevant and wholly 

consistent with government policy and guidance. 
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Planning Policy relating to Development  

3.13 It is important that the approach taken to affordable housing and scheme viability 

does not compromise the ability to deliver residential development on the Site. 

3.14 This section therefore sets out the planning parameters and guidance under 

which the proposed development is assessed, having regard to the objectives of 

national, local and site specific planning policy. 

Borough Council of Kings Lynn and West Norfolk Affordable Housing 

Policy  

3.15 �3�R�O�L�F�\�� �&�6������ �R�I�� �W�K�H�� �&�R�X�Q�F�L�O�¶�V�� �³�$�I�I�R�U�G�D�E�O�H�� �+�R�X�V�L�Q�J�� �3�R�O�L�F�\�´�� �$�S�U�L�O�� ���������� �G�R�F�X�P�H�Q�W��

sets out that,    

�³�7�K�H�� �R�Y�H�U�D�O�O�� �W�D�U�J�H�W�� �I�R�U�� �D�I�I�R�U�G�D�E�O�H��housing in the borough during the plan period 

will be related to the ability to deliver in the market conditions that prevail at the 

time a planning application is made. At the present time the percentage which will 

be sought for affordable housing provision on qualifying sites is: 

�‡�����������Z�L�W�K�L�Q���W�K�H���E�X�L�O�W���X�S���D�U�H�D���R�I���.�L�Q�J�¶s Lynn; 

�‡�����������L�Q���D�O�O���R�W�K�H�U���D�U�H�D�V���´ 

3.16 The SEKLGA falls within area where 20% affordable housing is required.  

3.17 In terms of tenure split, section 6.6 of the �&�R�X�Q�F�L�O�¶�V�� �³�$�I�I�R�U�G�D�E�O�H�� �+�R�X�V�L�Q�J�� �3�R�O�L�F�\�´��

April 2011 document also sets out that,    

�³�7�K�H�� �W�H�Q�X�U�H�� �V�S�O�L�W�� �R�I�� �D�I�I�R�U�G�D�E�O�H�� �K�R�X�V�L�Q�J�� �V�R�X�J�K�W�� �D�V�� �D�� �U�H�T�X�L�U�H�P�H�Q�W�� �R�I�� �6����������

agreements will be 70:30 rent to shared ownership. The need for rented to 

shared ownership in this proportion has been established through research 

�H�Y�L�G�H�Q�F�H�G���L�Q���W�K�H���6�W�U�D�W�H�J�L�F���+�R�X�V�L�Q�J���0�D�U�N�H�W���$�V�V�H�V�V�P�H�Q�W���´ 

Community Infrastructure Levy  

3.18 �,�Q�� �W�H�U�P�V�� �R�I�� �&�R�P�P�X�Q�L�W�\�� �,�Q�I�U�D�V�W�U�X�F�W�X�U�H�� �/�H�Y�\�� ���&�,�/������ �W�K�H�� �&�R�X�Q�F�L�O�¶�V�� �&�,�/�� �F�K�D�U�J�L�Q�J��

schedule sets out that the West Winch Strategic Growth Area has a zero £ per sq 

m rating, so that no CIL is chargeable on the proposed development of the 
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SEKLGA site.    

Identific ation of Infrastructure and Section 106 Costs  

3.19 The MM draft IPD highlights the various documents from which the required 

infrastructure and section 106 costs have been identified. These include: 

�x Core Strategy: Policy CS09; 

�x SADMP: Policy E.1; 

�x Neighbourhood Plan: North Runcton and West Winch; and  

�x Planning application 13/01615/OM 
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4 Indicative  SEKLGA Phasing Plan  

4.1 As there is no adopted masterplan which covers the whole of the SEKLGA site 

indicating geographical distribution of development or phasing, in this section of 

the report we set out an indicative phasing plan we have adopted for the 

purposes of assessing the headline viability of the delivery of the SEKLGA.  

4.2 In producing the phasing plan, we have had regard to the following data :  

�x The overall development capacity of the Growth Area as set out in the BCKLWN 

Site Allocations and Development Management Policies Plan (SADMP) which 

totals 3,500 residential units;  

�x The SADMP indicates that of the 3500 units, an allocation of 1,600 new homes 

with supporting infrastructure should be delivered up to 20261;  

�x The number of units proposed by Hopkins Homes (1,110 units) in the northern 

portion of the Growth Area in planning application ref. 13/01615/OM;  

�x The proposed residential build out rate and phasing plan set out in the above 

Hopkins Homes planning application; 

�x The residential build out rate proposed for the Growth Area as set out in the 

BCKLWN Strategic Housing Land Availability Assessment (SHLAA).  

�x Market evidence of residential delivery rates; and 

�x The potential location of future road infrastructure and also existing gas pipeline 

restrictions. 

4.3 The resultant plan is set out at Appendix 1 . This assumes that a total of circa 

200 residential units (affordable and private market) are delivered per annum 

across the whole growth area in order to achieve the target of delivering 1600 

new homes by 2026. We would anticipate a minimum of two outlets delivering 

units simultaneously to reflect overall delivery. This results in a total 

development programme of 18 years. 

                                                
1 1600 residential units assuming start on site no earlier than 2018 indicates a requirement for circa 200 units per annum 
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5 Infrastructure Costs and Trigger Points  

5.1 MM has produced an assessment of the cost of the infrastructure requirements set 

out in the Local Development Framework and the draft Neighbourhood Plan, 

together with Section 106 costs and other infrastructure costs required for 

development as part of the SEKLGA. For the purposes of our viability assessment 

we have relied on these costs.   

5.2 The MM cost estimate has been agreed by the Council and split into four �³�S�R�W�V�´���� �$��

full schedule of costs dated 20th July 2018 is set out at Appendix 2(i)  in relation to a 

notional scheme of 3500 residential units. These are summarised in Figure 2  : 

Figure 2 : Infrastructure Costs Summary  

Cost Heading  Costs  

1. Section 106 Costs  £83,412,053 

2. Additional Draft Neighbourhood Plan Costs £726,378 

3. Developer Costs £70,859,266 

4. Other Infrastructure Costs £24,614,787 

Total  £179,612,484 

Source �± Mott MacDonald  

 

5.3 Figure 2 shows that the S106 Strategic Infrastructure and Neighbourhood Plan 

requirements equate to c. £51,000 per unit, based on the 3,500 units proposed for 

delivery. The total costs on a price per unit basis are consistent when compared to 

other Masterplan reviews which GE has assessed. 

5.4 A further revised cost plan has been produced by MM to inform our sensitivity 

analysis relating to a notional scheme with a greater residential density of 3988 

homes. This is set out at Appendix 2(ii) dated 20th July 2018. 

Infrastructure Trigger Points  

5.5 In terms of the trigger points for delivery of the infrastructure required throughout the 
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proposed development of the SEKLGA, these are set out in the MM schedule at 

Appendix 2. GE has relied on this information in producing this report, and it 

reflected in our appraisal analysis.  
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6 Summary of Appraisal Inputs  

6.1 In addition to the phasing and infrastructure assumptions set out above, we have 

also used a series of other appraisal inputs in producing the headline IDP viability 

assessment.  

6.2 Applied assumptions have been determined on the basis of review the Growth Area 

on a holistic approach. However it is recognised that individual detailed elements of 

the Masterplan may result the application of different assumptions, such as build 

cost, programme, land agreements and profit return. Cost and value and return 

recover will be over differing timescales for individual developments within the 

Masterplan; however this assessment has focused on the viability of the overall 

development which spans the delivery of 3,500 units and associated infrastructure 

over an approximate 18 year period.  

6.3 These are set out in a matrix at Appendix 3 along with a summary explanation of 

the reasoning behind each assumption. We have provided additional commentary 

below on some the key assumptions: 

Build Costs  

6.4 Other than planning application 13/01615/OM, there is no indication of a proposed 

scheme within the SEKLGA. 

6.5 As there is no clear product being delivered, no detailed cost assessment has been 

undertaken. We understand that Hopkins Homes are currently in the process of 

costing their element of the scheme, however, as at the date of this report, we have 

not been provided with a cost schedule. 

6.6 Therefore, we have had regard to data publications to determine an appropriate 

build cost and we have then applied industry standard assumptions to reflect 

potential uplifts. 

6.7 We have �X�V�H�G�� �%�X�L�O�G�� �&�R�V�W�� �,�Q�I�R�U�P�D�W�L�R�Q�� �6�H�U�Y�L�F�H�V�� ���µ�%�&�,�6�¶���� �W�R�� �L�Q�I�R�U�P�� �W�K�H�� �E�X�L�O�G�� �F�R�V�W�V��

and, to factor in that there is no clear defined residential product, we have relied 

upon the median cost level. The BCIS costs for housing and for flats is summarised 

in Figure 3.  
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Figure 3 - BCIS Build Costs for Estate Housing and Flats  

Type  
BCIS Median  

£/sq m  
BCIS Median  

£/sq ft  

Estate Housing (2 storey) £1,047 £97.26 

Flats (3 to 5 storey) £1,244 £115.57 
 

Source: BCIS (21.01.17)  

6.8 Having established the BCIS build cost we have then added 5% for external works 

and 3% for abnormals to arrive at the residential build costs in Figure 4 which we 

have adopted in our appraisals. Such costs are not included within BCIS costing 

but are anticipated with development of this type. In order to update the costs set 

out above (from our 2017 draft report) to August 2018 we have also applied the 

BCIS All-In Tender Price Index to these. Our adopted figures are set out below:   

Figure 4  - Adopted Construction Costs  (at as August 2018)  

Type  
Adopted Construction Cost 

£/sq m  
Adopted Construction Cost  

£/sq ft  

Houses £1,172 £108.88 

Flats  £1,392 £129.38 
 

Private Residential Revenue  

Figure 5 - Private Residential Units  

Residential Units    Private Unit Area  

1 bed flat size (Private Market Sale) 482 sq ft (45 sq m) 

2 bed flat size (Private Market Sale) 655 sq ft (61 sq m) 

2 bed house size (Private Market Sale) 700 sq ft (65 sq m) 

3 bed house size (Private Market Sale) 950 sq ft (88 sq m) 

4 bed house size (Private Market Sale) 1,350 sq ft (125 sq m) 

5+ bed house size (Private Market Sale) 1,510 sq ft (140 sq m) 
 

 

6.9 Having adopted the unit sizes set out above, we have then gone on to assess the 

value of each unit type based on our analysis of comparable market evidence. We 

have also then updated our original assessment from 2017 to August 2018 using 

the Land Registry House Price Index. Based on this information we have adopted 

the private residential units sales values set out in Figure 6  :  
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Figure 6  - Private Residential Sales Values  

Private Residential Units    Unit Sales Values  
as at 2017 

Updated Unit 
Sales Values as at 
Augus t 2018 

1 bed flat capital value (Private Market Sale) £87,000 £91,872 

2 bed flat capital value (Private Market Sale) £120,000 £126,720 

2 bed house capital value (Private Market Sale) £158,000 £166,848 

3 bed house capital value (Private Market Sale) £212,000 £223,872 

4 bed house capital value (Private Market Sale) £280,000 £295,680 

5+ bed house capital value (Private Market Sale) £293,000 £309,408 
 

 

6.10 On the basis of the above capital values and the unit mix we have assumed (see 

Appendix 3)  our opinion is that the private sales values that could be achieved in 

the SEKLGA on an overall blended basis is c.£230 per sq ft. 

Affordable Housing  

6.11 �$�V���V�H�W���R�X�W���L�Q���V�H�F�W�L�R�Q���������W�K�H���&�R�X�Q�F�L�O���³�$�I�I�R�U�G�D�E�O�H���+�R�X�V�L�Q�J���3�R�O�L�F�\�´�������������L�Q�G�L�F�D�W�H�V��that 

20% affordable housing policy is required, on the basis of a 70:30 rent to shared 

ownership split. We have therefore made these assumptions for the purposes of 

our analysis.  

6.12 As instructed by the Council, in assessing the appropriate value to apply to the 

affordable residential component of the SEKLGA scheme we have adopted the unit 

areas set out in Figure 7.   

 

 

Figure 7 - Affordable Residential Unit Type  Adopted Unit Sizes  

1 bed flat size (Affordable Unit) 50 sq m (538 sq ft) 

2 bed flat size (Affordable Unit) 70 sq m (753 sq ft) 

2 bed house size (Affordable Unit) 80 sq m (861 sq ft) 

3 bed 5 person house size (Affordable Unit) 93 sq m (1,001 sq ft) 

3 bed 6 person house size (Affordable Unit) 102 sq m (1,098 sq ft) 

4 bed house size (Affordable Unit) 115 sq m (1,238 sq ft) 

5 bed house size (Affordable Unit) 119 sq m (1,281 sq ft) 

2 bed bungalow size (Affordable Unit) 70 sq m (753 sq ft) 

3 bed bungalow size (Affordable Unit) 86 sq m (926 sq ft) 
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6.13 Based on the assessment carried out by our affordable housing team and agreed 

by the Council, we have adopted the updated sales values as at August 2018 set 

out in Figure 8  for the intermediate and affordable rented element of the affordable 

housing. Based on a policy compliant mix of units this equates to an average sales 

rate of circa £101 per sq ft for the affordable rent units and £126 per sq ft for the 

intermediate units.   

Figure 8 - Affordable Residential Values  

 

 

Affordable Residential Unit Type  Unit Values  as at  
2017 

Updated Sales 
Values as at 
August 2018  

1 bed flat capital value (Intermediate) £81,000 £85,538 
2 bed flat capital value (Intermediate) £84,000 £88,704 

2 bed house capital value (Intermediate) £102,000 £107,712 
3 bed 5 person house capital value 
(Intermediate) £116,000 £122,496 
3 bed 6 person house capital value 
(Intermediate) £132,000 £139,392 

4 bed house capital value (Intermediate) £174,000 £183,744 

5 bed house capital value (Intermediate) £182,000 £192,192 

2 bed bungalow capital value (Intermediate) £98,000 £103,488 

3 bed bungalow capital value (Intermediate) £112,000 £118,272 

    

1 bed flat capital value (Affordable Rent) £68,000 £69,695 

2 bed flat capital value (Affordable Rent) £82,000 £84,370 

2 bed house capital value (Affordable Rent) £82,000 £84,370 
3 bed 5 person house capital value (Affordable 
Rent) £100,000 £99,534 
3 bed 6 person house capital value (Affordable 
Rent) £100,000 £99,534 

4 bed house capital value (Affordable Rent) £121,000 £124,720 

5 bed house capital value (Affordable Rent) £126,000 £125,779 

2 bed bungalow capital value (Affordable Rent) £69,000 £71,349 

3 bed bungalow capital value (Affordable Rent) £100,000 £99,534 

Benchmark Land Value (BLV)  

6.14 In concluding an appropriate Benchmark Land Value (BLV) for the proposed 

Growth Area GE has regard to the following: 

�x National Planning Practice Framework (NPPF); 

�x Planning Practice Guidance/National Planning Guidance (PPG/NPG); 

�x RICS Professional Guidance Note 12: Financial Viability in Planning (2012); 

�x The Harman Report �± Local Housing Delivery Group (June 2012) Viability Testing 

Local Plans; 
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�x The HCA Transparent Viability Assumptions Report (2010) Area Wide Viability 

Model Annex 1; 

�x Turner Morum DCLG (2011) Cumulative impacts of regulations of house builders; 

and land owners research paper; and 

�x  BCKLWN CIL Viability Assessment (March 2016) by HRH. 

6.15 Turner Morum on behalf of DCLG (in 2011) conclude land values were typically 

between £246,000 and £369,000 per gross hectare (£100,000 to £150,000 per 

gross acre) for greenfield agricultural sites with strategic development potential. It is 

note that the Turner Morum report was based on their experience and observation 

although it did not appear to be supported by market analysis or evidence. 

6.16 In the BCKLWM CIL viability assessment (2016) it was concluded based upon 19 

known transactions that residential land with planning consent within the Kings 

Lynn area had a value of circa £354,000 per gross hectare or £143,261 per gross 

acre. It is noted that these transactions were significantly smaller and do not require 

the infrastructure delivery proposed for the Growth Area.  

6.17 Following review of land values in BCKLWM the 2016 CIL viability assessment 

conclude the following land values: 

I.  Agricultural land £25,000/ha (c.£10,000/acre); 

II. Paddock land £50,000/ha (c.£20,000/acre); 

III. Garden land £100,000/ha (c.£40,500/acre); 

IV. Industrial land £380,000/ha (c.£153,700/acre); and 

V. Residential land £650,000 net/ha, (c.£250,000 net/acre) 

                    £350,000 gross/ha (£140,500 gross/acre) 

6.18 The Growth Area has identified 3,500 houses to deliver within an area of circa 474 

acres, with an anticipated minimum density of circa 11.5 per developable acre (c.28 

per ha), suggesting the need for circa 303 residential developable acres with the 

remaining 170 acres for other uses including open space, roads and education.  

6.19 However, the residential land value evidence would appear based on schemes at 

higher density circa 16-20 per net acre. When adjusted to reflect the Growth Area 

density this would indicate developable land values of circa £355,000 pdha 

(£144,000/pda) to £450,000 pdha (£180,000 pda); with non-developable land at 

circa £25,000 pha (£10,000 pa). 
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6.20 We are therefore of the opinion that due to the variations in potential required 

developable land, accounting for infrastructure costs and non-developable land 

within the masterplan area an appropriate Benchmark Land Value (BLV) with which 

to assess an indicative scheme should reflect a minimum of c.£47,700,000 or 

c.£247,000 pgha (c.£100,000 pga) for the landowner to release for development. 

This reflects c.£370,000 pdha (c.£150,000pda) for residential land and £25,000 for 

non-developable land (c.£10,000pa). 

6.21 In accordance with NPG (2018) the BLV can be considered as the aggregation of 

component 1 (EUV) and component 2 (Land owners Incentive/Premium). The 

current predominant use of the property is agricultural and equine use and 

therefore component 1 reflects circa £25,000 to £50,000 per hectare with 

Component 2 reflecting circa £197,000 to £225,000 per acre. 

6.22 We are of the opinion that due to the variations in development land (accounting for 

infrastructure costs) and non-developable land, it is possible that the Market Value 

of individual parcels of land may vary across the Growth Area when not considered 

on an equalised approach, however in order to the sustainable delivery of a holistic 

scheme site value should be considered on an equalised approach.    

 Cost and Value Growth  

6.23 As a result of the length of the development programme for the SEKLGA it is 

appropriate to assume growth in costs and values across the development period. 

For this reason we have adopted the growth rates set out in Figure 9 :   

6.24 We would note that in order ensure the robustness of our construction cost forecast 

growth assumptions we have used figures derived from an average of a range of 

latest forecasts from established market commentators. We have termed this the 

�³�P�L�G-�F�D�V�H�´���D�Q�G���K�D�Y�H���V�H�W���W�K�L�V���R�X�W���L�Q���W�K�H���I�R�O�O�R�Z�L�Q�J���W�D�E�O�H���� 
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Figure 9 a - Cost  and Value Growth Rate Assumptions  

Cost and Value 
Growth 
Assumptions   Forecast Adopted  Source  

Construction Cost 
Growth (Infrastructure 
and build costs) 

Yr1  0.5%; Yr2 2.2%;  
Yr3  3.0%; Yr4  3.7%;  
Yr5 3.8%; Yr6+ 2.6% 

Average annual forecast based on Gardiner 
and Theobald; Turner and Townsend; Mace 
and BCIS All In Tender Price Index (TPI) 
forecast at August 2018  

Private Residential 
Sales Value Growth 

Yr1 2.0%; Yr2 3.0%;  
Yr3 4.0%; Yr4 3.0%;  
Yr5+ 3.2%. 

Knight Frank UK Residential Market Forecast 
for East of England (as at May 2018) (Most up 
to date established forecast as at Aug 2018) 

Intermediate 
Residential Sales 
Value Growth  

Yr1 2.0%; Yr2 3.0%;  
Yr3 4.0%; Yr4 3.0%;  
Yr5+ 3.2%. 

Knight Frank UK Residential Market Forecast 
for East of England (as at May 2018) (Most up 
to date established forecast as at Aug 2018) 

Affordable Rent 
Residential Sales 
Value Growth 

Yr1 3.4%; Yr2  3.1%; Yr3  
3%; Yr4  3%; Yr5+ 3.12% 

Bank of England Consumer Price Index (CPI) 
Projections as at August 2018 plus 1% 

Commercial Land 
Value Growth  Yr1+ 2.1% 

Bank of England Consumer Price Index (CPI) 
Projections as at August 2018 (4 year 
predicted average) 

Residential Land 
Value Growth  

Yr1 1.5%; Yr2 2.5%;  
Yr3 3.5 %; Yr4 2.5%; Yr5+ 
2.7%. 

Knight Frank UK Residential Market Forecast 
for East of England (as at May 2018). (Most up 
to date established forecast as at Aug 2018). 
Average for next 5 years less 0.5% to allow for 
notional effect of cost inflation.  

 

Figure 9b - Construction cost Growth Assumptions  

Case Best Case      Worst Case Mid Case 

Forecast 
Gardiner and 

Theobald 
Turner and 
Townsend Mace  

BCIS - All In 
TPI Average % 

  Q2 18 Autumn 17 Q1 18 Aug-18   

2018 1.0 1.4 1 -1.6 0.5 

2019 1.0 2.5 1.5 3.8 2.2 

2020 1.5 3.2 3 4.3 3.0 

2021 1.5 3.6 4 5.6 3.7 

2022 2.0 N/A N/A 5.6 3.8 
Cumulative 

Total 
7.0 10.7 9.5 17.7 13.1 

Annual 
Forecast 
Average 

1.4% 2.7% 2.4% 3.5% 2.6% 
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Professional Fees, Finance Costs, Agency and Disposal Fees   

6.25 Figure 10  sets out the professional fees, finance, agency and disposal fees that we 

have adopted in the appraisals we have undertaken.  

6.26 The sources and assumptions that we have used as a basis for these adopted 

costs are also set out in Figure  10. 

Items not included  

6.27 In addition to the considered inputs, GE notes that there are potentially a number of 

other elements that could impact upon the viability of the Scheme. However, for the 

purposes of this assessment, the following items have not been included: 

�x Additional costs for ransom issues between the parties; 

�x Commercial restrictions such as minimum land value drawdowns; although GE 

is aware that £100,000 per acre is often cited in Strategic contracts. 

 
Figure 10 - Adopted Professional Fees, Finance Costs, Agency and D isposal Fees  

 

 

Input   Adopted Costs  Source / Assumption  

Professional Fees 8% 
Dependent on complexity of a development. Typically 
range from 6-15% with the lower end of the range being 
for housing delivered by a national housebuilder. 

Finance 6.00% Assumption based on finance rates available in the 
market 

Acquisition Costs 1.8% (agent, 
legal & VAT) Standard industry assumption 

Residential 
Disposal Fees 

1% marketing, 
1% agent, 0.5% 
legal 

Standard industry assumption 

RP Purchase cost 
0.8% of 
Affordable 
Housing GDV 

Agency fees that the Developer pays to market and 
tender the Scheme to potential RP purchasers. Market 
norm on smaller schemes range from 1-1.25%. 0.8% 
assumed due to large size and estimated value of this 
scheme.  

Land disposal fee 
for commercial 
serviced land 

1% marketing, 
1% agent, 0.5% 
legal 

Standard industry assumptions 

 

6.28 Whilst potential ransom costs have not been superficially identified this 

assessment; GE considers that a significant proportion of the potential ransoms 
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would simply reflect apportionment of land value and may have minimal impact on 

additional costs if they are required to deliver development at this location. They 

may have a greater impact if the scheme is developed piecemeal, where alternative 

value is defined.   
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7 Return  Assumptions  

7.1 In this section we look at the appropriate measure of return that a developer 

should consider being reasonable given the associated costs and risks that 

might be required for the Site.  

7.2 The financial appraisals have been undertaken in accordance with generally 

accepted guidance in undertaking viability assessments, in particular, PPG 

(2016), NPG (2018), RICS guidance and emerging viability assessment 

guidance of Masterplan developments. 

7.3 A significant factor in undertaking viability assessments is the level of profit 

which a developer might reasonably require from undertaking the development. 

This will depend on a number of factors including the size of the development, 

the perceived risks involved, the degree of competition for the site from 

competing developers, the state of the market in terms of demand for value of 

the completed development, etc. 

7.4 It is recognised that Development profit is necessary if private sector investment 

is to deliver any given project. The level of profit is essentially the reward to the 

developer for the time, expertise and risk involved in carrying out the process of 

development. When the developer/land owners are one and the same this may 

be reflected in the development return. 

7.5 The level of profit will vary between projects and will reflect a range of factors 

including market demand, competition, scheme complexity, financial risk and 

exposure particularly in relation to up-front or abnormal costs together with the 

anticipated timescales for the development. 

7.6 The NPG (2018) parragraph018 (Ref 10-018-20120724) indicates that for the 

purpose of plan making an assumption of 15-20% of gross development value 

(GDV) may be considered a suitable return to developers in order to establish 

the viability of plan polices.  

7.7 This is not a direct guidance for scheme specific applications and that specific 

development returns need to account for type, scale and risk profile of the 

planned development. Furthermore it is recognized that lower returns are 
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considered more appropriate for affordable housing where risk to receipt of 

income are lower; and that alternative figures may also be appropriate for 

different development types.  

7.8 As a measure of development return (GDV), it is commonly used as a 

benchmark for qualifying the risks of a standard development project when 

calculating a residual value, and as a simple measure of return in development 

appraisals. This methodology is reasonable where the influence of time is 

limited on both costs and revenues; for example, assessment of individual 

phases of the Masterplan at the time of implementation. However, a major 

masterplan type development is an exception to this approach.   

7.9 It is considered by the Council that development type of this proposal reflects a 

�P�D�V�W�H�U�S�O�D�Q�� �D�Q�G�� �W�K�D�W�� �W�K�H�� �D�S�S�U�R�S�U�L�D�W�H�� �U�H�W�X�U�Q�� �S�U�R�[�\�� �V�K�R�X�O�G�� �U�H�I�O�H�F�W�� �W�K�H�� �V�F�K�H�P�H�¶�V��

size, development time frame, complexity and infrastructure requirements.   

7.10 In terms of being satisfied of scheme viability, it is usual for any project proposal 

to be accompanied by a cashflow model �± a residual appraisal or a Discounted 

Cash Flow (DCF) appraisal that shows both the expenditure and receipts and 

the time frame across which these will take place. In the case of long term 

development project types such as Regeneration and Masterplan 

developments, these appraisals will inform investors with a projected viability, 

Internal Rate of Return (IRR) or Net Present Value (NPV) (see Glossary). The 

rate of return (the target profit or Discount Rate) that the investor will apply to 

�W�K�H�L�U���L�Q�Y�H�V�W�P�H�Q�W���L�Q���W�K�H���S�U�R�M�H�F�W�����D�Q�G���W�K�H�U�H�E�\���L�Q�I�R�U�P�L�Q�J���W�K�H���V�F�K�H�P�H�¶�V���Y�L�D�E�L�O�L�W�\�����Z�L�O�O��

depend to a great extent on the way in which the landowner agrees with the 

assumptions within the appraisal. It is important, therefore, to ensure that the 

early project preparation and planning stages are comprehensive and robust.  

7.11 RICS Guidance 2012  (P42- E3.2.8) further highlights that:  

�³�7�K�H���1�D�W�X�U�H���R�I���W�K�H���G�H�Y�H�O�R�S�P�H�Q�W���S�U�H�Y�D�L�O�L�Q�J���S�U�D�F�W�Lce in the market for the sector 

influences the target profit margin or rate of return. This varies between 

�G�H�Y�H�O�R�S�P�H�Q�W�V�«���,�Q�F�U�H�D�V�L�Q�J�O�\���� �D�Q�G�� �S�D�U�W�L�F�X�O�D�U�O�\�� �L�Q�� �U�H�V�S�H�F�W�� �R�I�� �O�D�U�J�H�� �V�F�D�O�H�� �R�U��

�O�H�Q�J�W�K�\���G�H�Y�H�O�R�S�P�H�Q�W�V�����W�K�H���L�Q�W�H�U�Q�D�O���U�D�W�H���R�I���U�H�W�X�U�Q���L�V���X�V�H�G���´ 

7.12 Whilst the SEKLGA will be delivered through a number smaller phases, where 
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standard methodologies for assessing a competitive return are appropriate; this 

approach is limited for considering viability of the holistic scheme where the 

development will be spread over at least 19 years and the risk and costs of the 

scheme will be spread between Stakeholders and phases.  

7.13 In line with Government and RICS guidance, to reflect the prolonged period of 

the development which is anticipated to be approximately 19 years, GE 

considers that for this development type a more appropriate return proxy to be 

applied in this instance would be an Internal Rate of Return (IRR) rather than a 

GDV approach. 

7.14 The RICS Workbook Financial Viability in Planning Principles and 

Methodologies V7 defines IRR as follows: 

�³�7�K�H�� �,�5�5�� �R�Q�� �D�Q�� �L�Q�Y�H�V�W�P�H�Q�W���R�U�� �S�U�R�M�H�F�W�� �L�V�� �W�K�H�����D�Q�Q�X�D�O�L�V�H�G�� �H�I�I�H�F�W�L�Y�H�� �F�R�P�S�R�X�Q�G�H�G��

�U�H�W�X�U�Q���U�D�W�H�´���W�K�D�W���P�D�N�H�V���W�K�H���Q�H�W���S�U�H�V�H�Q�W���Y�D�O�X�H���R�I���D�O�O���F�D�V�K���I�O�R�Z�V�����E�R�W�K���S�R�V�L�W�L�Y�H���D�Q�G��

negative), including the initial investment and future cash flows, equal to zero. It 

is found by trial and error by applying present values at different rates of interest 

in turn to the net cash flow. It is sometimes called the discounted cash flow rate 

of return. In development financial viability appraisals the IRR is commonly, 

although not always, calculated on a without-finance basis as a total project 

�,�5�5���´ 

7.15 Such an approach has been recently adopted for the assessment of : 

�x Ipswich Borough Council Infrastructure Development Plan for Ipswich 

Garden Suburb in 2016 (circa 3,500 residential units); 

�x Canada Water Area Action Plan 2013 (Montagu Evans /London Borough 

of Southwark);  

�x Convoys Wharf (3,500 residential units plus other associated uses) by 

the Greater London Authority;  

�x BNPPRE/ London Borough of Brent in 2015/2016 as an appropriate 

method of assessment for Wembley Masterplan (c.4,000 units plus 

A1/B1/C1/DS/DS; 

�x GVA/Birmingham City Council (2014) applied an IRR approach when 



South East Kings Lynn Growth Area  
Borough Council of Kings Lynn and West Norfolk 
Infrastructure Delivery Plan Indicative Viability Assessment 
 

30 
 

considering an appropriate CIL charging schedule.   

7.16 �)�X�U�W�K�H�U�P�R�U�H�����5�,�&�6���V�W�X�G�\���S�D�S�H�U���µ�)�L�Q�D�Q�F�L�D�O���9�L�D�E�L�O�L�W�\���L�Q���S�O�D�Q�Q�L�Q�J���D�S�S�H�D�O�V���± theory 

�D�Q�G�� �S�U�D�F�W�L�F�H�¶���� �S�D�U�D�J�U�D�S�K�� �������� �Z�K�L�F�K�� �H�[�S�U�H�V�V�H�V a preference for IRR in viability 

testing. This states: 

�³�$�V�V�X�P�S�W�L�R�Q�V���U�H�J�D�U�G�L�Q�J���I�L�Q�D�Q�F�H���D�U�H���O�L�Q�N�H�G���W�R���W�K�R�V�H���U�H�O�D�W�L�Q�J���W�R���S�U�R�I�L�W���������������G�H�E�W��

financing appears to be universal and unchallenged and even the rate used appears 

on non-contentious with 7% adopted in four out of five cases where it is mentioned.  

As stated above, the return to the developer is included as a cash sum, calculated 

as a ratio to total development costs or gross development value. In reality very few 

developments are funded using 100% debt finance. Instead financing arrangements 

are usually a mixture of debt and equity funding and the developer typically funds a 

proportion of the development costs as an equity provider. Consequently a measure 

�R�I���U�H�W�X�U�Q���R�Q���W�K�H���G�H�Y�H�O�R�S�H�U�¶�V���L�Q�Y�H�V�W�P�H�Q�W���V�K�R�X�O�G���E�H���D���I�X�Q�F�W�L�R�Q���R�I���W�K�L�V���H�T�X�L�W�\���V�W�D�N�H�����L���H����

a return on equi�W�\���R�U�����P�R�U�H���F�R�U�U�H�F�W�O�\�����D�Q���H�T�X�L�W�\���,�5�5���´ 

Return to Developer  Assumption   

7.17 As set out in section 6, due to the length of the assumed development 

programme for the development of the SEKLGA we have factored in to our 

assessment both cost and value growth over the life of the scheme.  

7.18 Taking this into account, when considering whether the proposed development 

is potentially capable of being viable it is our opinion that a reasonable target 

IRR when testing the scheme on the basis of using grown costs and values, is 

20%.  
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8 Base Position Appraisal Results  

8.1 This section sets out the appraisal results from our assessment of the notional 

development of the SEKLGA having regard to the inputs, and phasing outlined in the 

previous sections of this report together with the infrastructure costs and Section 106 

requirements.  

8.2 The base position appraisal results are set out in Figure 11. 

Figure 11 -  Base Position Appraisal Results  

Phase Base Position Scenario (IRR)  

1 5.1% 

2 11.7% 

3 11.6% 

4 18.0% 

Merged  10.4% 

 

8.3 The results shown in figure 11 , show that in the base position, the notional IDP 

scheme can be seen to generate an IRR of 10.4% over the whole development. The 

development appraisal showing this result is attached at Appendix 4.  

8.4 As set out in section 7 the target IRR for the scheme is 20% and so on the basis of 

the assessment this does not generate a viable scheme. For this reason we have 

gone to examine a series of alterative scenarios and also to test the base position 

appraisal using sensitivity analysis. This is set out in the following section.  

Net Balancing Payment  

8.5 In addition we have assessed what the approximate grant funding requirement 

would be in order to increase the overall scheme IRR to the 20% target. In this case, 

an upfront funding amount of circa £23.7m would appear to enable the scheme to 

reach a viable IRR of 20%.  
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9 Scenario and Sensitivity Testing  

9.1 This section sets out the different scenarios we have tested in order to assess 

the viability of the notional development of the SEKLGA. Given the indicative 

nature of the viability assessment, in accordance with RICS guidance it is 

important to consider the impact of sensitivity around chosen assumptions. We 

have therefore undertaken sensitivity analyses on the base position appraisal 

and also the scenario appraisals, in order to test the impact of changes in key 

appraisal inputs on those appraisals.    

Base Position Sensitivity Analysis  

9.2 As the base position appraisal does not generate sufficient return to reach the 

target IRR of 20% we have therefore tested the sensitivity of the appraisal to 

changes in private residential sales values and construction costs. Figure 12 

therefore shows how a variation + / - 5% in private residential sales values and 

construction costs impacts on the IRR of the notional scheme. The full sensitivity 

analysis results are shown in the appraisal at Appendix 4.  

Figure 12 - Base Position Sensitivity Analysis Results  

Phase Base Position 
Scenario (IRR)  

Sensitivity Upper 
Range (IRR) (+5% 
Sales / -5% Costs)  

Sensitivity Lower 
Range (IRR) ( -5% Sales 

/ +5% Costs)  

1 5.1% 15.8% -5.3% 
2 11.7% 26.3% -1.4% 

3 11.6% 24.3% -0.2% 
4 18.0% 30.5% 6.6% 

Merged  10.4% 20.7% 1.0% 

 

9.3 As can be seen the sensitivity analysis undertaken shows that if construction 

costs were to decrease by 5% and residential sales values were to increase by 

5% on our current assumptions, the overall IRR would increase to 20.7%. This 

demonstrates that the base position is in fact potentially capable of being viable. 

 

 



South East Kings Lynn Growth Area  
Borough Council of Kings Lynn and West Norfolk 
Infrastructure Delivery Plan Indicative Viability Assessment 
 

33 
 

Scenario 1 �± High School Costs Funded from Alternative Sources  

9.4 The first alternative scenario we have tested is on the assumption that the high 

school costs (£10,632,876) which forms part of the section 106 costs are funded 

from alternative sources. As a result in this scenario the total section 106 costs 

assumed are £66,063,118 rather than £76,695,994 in the base position.  

9.5 The results of this scenario are set out in Figure 13 along with a sensitivity 

analysis of the results based on varying private residential sales values and 

construction costs by + / - 5%. 

9.6 Figure 13 - Scenario 1 Appraisal Results and Sensitivity Analysis  

Phase Scenario 1 (IRR)  
Sensitivity Upper 

Rate (IRR) (+5% Sales 
/ -5% Costs)  

Sensitivity Lower 
Rate (IRR) (-5% Sales 

/ +5% Costs)  

1 7.6% 18.5% -3.1% 
2 15.0% 29.9% 1.4% 

3 14.4% 27.4% 2.3% 
4 20.4% 33.4% 8.5% 

Merged  12.7% 23.3% 2.8% 

 

9.7 The results shown in Figure 13, demonstrate that in the Scenario 1, the notional 

IDP scheme can be seen to generate an IRR of 12.7% over the whole 

development. However the sensitivity analysis undertaken shows that if 

construction costs were to decrease by 5% and residential sales values were to 

increase by 5% on our current assumptions, the overall IRR would increase to 

23.3% This demonstrates that the Scenario 1 is potentially capable of being 

viable and generates a greater return than the base position scenario.   

Scenario 2 a and 2b  �± Increased  Residential Density  

9.8 Whilst it is understood that the proposed allocation is for 3500 units, as a 

sensitivity test, an alternative scenario has been assessed to reflect a notional 

increase in the residential density of the development across the IDP area, 

having regard to the proposed density of 32.5 dwellings per hectare (dph) 

presented by Hopkins Homes (in line with their planning application for the site). 

9.9 In scenario 2 we have increased the density to 32.5 dph across the site. This 



South East Kings Lynn Growth Area  
Borough Council of Kings Lynn and West Norfolk 
Infrastructure Delivery Plan Indicative Viability Assessment 
 

34 
 

brings the total number of units to 3988 across the whole IDP area in this 

scenario.  

9.10 Scenario 2a shows the impact of the increased density on the Base Position 

appraisal and Scenario 2b shows the impact of the increased density on the 

Scenario 1 appraisal.   

9.11 Figures 14 and 15 show the results scenario 2a and 2b, in addition to a 

sensitivity analysis based on varying private residential sales values and 

construction costs by + / - 5%.  

Figure 14 - Scenario 2a Results �± Base Position with Increased Residential 

Density  

Phase Scenario 2a  (IRR) 
Sensitivity Upper 
Rate (IRR) (+5% 

Sales / -5% Costs)  

Sensitivity Lower 
Rate (IRR) (-5% 

Sales / +5% Costs)  

1 10.5% 22.0% -0.7% 
2 18.8% 34.8% 4.4% 

3 16.1% 29.6% 3.6% 
4 23.1% 36.7% 10.7% 

Merged  15.1% 26.4% 4.7% 
 

 

Figure 15 Scenario 2b Results �± Scenario 1 with Increased Residential Density  

Phase Scenario 2b  (IRR) 
Sensitivity Upper 
Rate (IRR) (+5% 

Sales / -5% Costs)  

Sensitivity Lower 
Rate (IRR) (-5% 

Sales / +5% Costs)  

1 13.3% 25.0% 1.6% 

2 22.4% 39.0% 7.4% 

3 19.2% 33.3% 6.2% 

4 23.1% 36.7% 10.7% 

Merged  17.4% 29.3% 6.3% 
 

 

9.12 The results shown in Figures 14 and 15, show that if the density of 

development is increased to 32.5 dph across the IDP area the scenario 2a 

generates an IRR of 15.1% and scenario 2b generates an IRR of 17.4%. This 

demonstrates that neither scenario reaches the target IRR of 20%. However the 
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sensitivity analysis undertaken shows that if construction costs were decrease 

by 5% and residential sales values were to increase by 5% on our current 

assumptions, the overall IRR in Scenario 2a would increase to 26.4% and to 

29.3% in Scenario 2b. This demonstrates that Scenarios 2a and 2b are 

potentially capable of being viable and generate a greater return than the Base 

Position scenario and Scenario 1.   

Scenario 3a and 3b  �± Revised Affordable Housing Tenure Split  

9.13 The third alternative scenario we have tested is to change the affordable 

housing tenure split from 70 : 30 affordable rented to intermediate in the Base 

Position scenario to 50 : 50 affordable rented to intermediate tenure split in line 

with an alternative mix required by BCKLWN. We have applied this to the Base 

Position scenario and Scenario 1 appraisals in Scenario 3a and 3b respectively.   

9.14 The results of this are shown in Figures 16 and 17.  

Figure 16 - Scenario 3a Results �± Base Position Scenario with Revised 

Affordable Housing Tenure Split  

Phase Scenario 4A 
(IRR) 

Sensitivity Upper 
Rate (IRR) (+5% 

Sales / -5% Costs)  

Sensitivity Lower 
Rate (IRR) (-5% 

Sales / +5% Costs)  

1 5.7% 16.7% -4.8% 
2 12.6% 27.5% 0.8% 
3 12.4% 25.4% 0.4% 
4 18.8% 31.6% 7.2% 

Merged  11.1% 21.5% 1.4% 
 

 

Figure 17 - Scenario 3b  Results �±Scenario  1 with Revised Affordable Housing 

Tenure Split  

Phase 
Scenario 4B 

(IRR) 

Sensitivity Upper 
Rate (IRR) (+5% 

Sales / -5% Costs)  

Sensitivity Lower 
Rate (IRR) (-5% 

Sales / +5% Costs)  

1 8.3% 19.5% -2.6% 
2 16.0% 31.5% 2.0% 
3 15.4% 29.0% 2.9% 
4 21.1% 34.3% 9.0% 

Merged  13.4% 24.3% 3.3% 
 

9.15 The results in Figures 16 and 17, show that if the affordable housing tenure 

split is revised to 50:50 social rented/intermediate across the IDP area the 
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Scenario 3a generates an IRR of 11.1% and Scenario 3b generates an IRR of 

13.4%. This demonstrates that neither scenario reaches the target IRR of 20%. 

9.16 However the sensitivity analysis undertaken shows that if construction costs 

were decrease by 5% and residential sales values were to increase by 5% on 

our current assumptions, the overall IRR in Scenario 3a would increase to 

21.5% and to 24.3% in Scenario 3b.  

9.17 This demonstrates that the Scenarios 3a and 3b are potentially capable of being 

viable and generate a greater return than the Base Position scenario and 

Scenario 1. However, the impact of changing the affordable housing tenure in 

this way can be seen to have a smaller impact on scheme viability than 

increasing the residential density as set out in Scenarios 2a and b.  
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10 Conclusions  

10.1 Gerald Eve has undertaken an indicative viability assessment of the SEKLGA 

which proposes the delivery of 3,500 residential units and associated 

infrastructure. The purpose of the headline assessment is to consider whether 

the proposed IDP is deliverable and viable. 

10.2 In the absence of an agreed masterplan, a series of assumptions have been 

made in relation to the overall scheme as well as associated values and costs in 

delivering the proposed overall development. These assumptions have been 

considered and evidenced through the assessment of local, regional and 

national planning and development assumptions, such as the BCKLWN CIL 

viability assessment and BCIS costs.   

10.3 On review, having regard to the timescales assumed, information available at 

this point in time, and sensitivity testing around the assumptions applied, Gerald 

Eve concludes that the overall proposed development is potentially capable of 

being viable while delivering the infrastructure and section 106 costs identified in 

this report. This has been demonstrated through stress testing the base viability 

assumptions through sensitivity analysis and also via various scenario tests. 

10.4 It is recognised that the assessment is a reflection of overall proposed housing 

delivery for the SEKLGA, and that individual elements of the proposed scheme 

will need to be considered on a site specific basis. That said the SEKLGA has 

the best potential to be delivered if it is considered as a whole and in a 

consistent manner.  

 



 

 

 

 

Appendix 1 

Indicative IDP Area Phasing Plan 

  



Ordnance Survey © Crown Copyright 2016. All rights reserved. 
Licence number 100022432. Plotted Scale -  1:12500@A3

Indicative IDP Area Development Phasing
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