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1 Introduction 
1.1 This viability assessment review is in relation to the proposed development at Chilton Woods, 

Sudbury, Babergh application reference/15/01718. The development in the planning application 

is described as: 

“Re-advertisement -Outline application (with all matters reserved except for access) -Erection of 

up to 1,150 dwellings (Use Class C3); 15ha of employment development (to include B1, B2 and 

B8 uses, a hotel (C1), a household waste recycling centre (sui generis) and a district heating 

network); village centre (comprising up to 1,000m2 Gross Floor Area (GFA) of retail floor space 

(A1, A2, A3, A4 and A5), village hall (D2), workspace (B1a), residential dwellings (C3), primary 

school (D1), pre-school (D1) and car parking); creation of new vehicular access points and 

associated works; sustainable transport links; community woodland; open space (including 

children’s play areas); sustainable drainage (SuDS); sports pavilion (D2) and playing fields; 

allotments; and associated ancillary works.”

1.2 This viability review provides analysis of the Financial Viability Assessment, August 2017,

provided by the Applicant’s viability consultant Deloitte. 

Background 

1.3 This viability assessment review has been undertaken by Stuart Cook, of AspinallVerdi. Stuart 

Cook previously worked at Peter Brett Associates and has been involved in reviewing the 

progress of the scheme viability since 2014. Since 2014, we (Peter Brett 

Associates/AspinallVerdi) the following steps have occurred in dealing with the scheme viability:  

 September 2014 – Deloitte provided a method statement to assess the scheme viability.

 October 2014 – PBA reviewed the method statement and deemed the approach to be 

acceptable. This method has been used in the Applicant’s August 2017 assessment, and 

is still deemed to be acceptable for a scheme of this nature. The method used assumes a 

master developer approach, whereby the master developer provides fully serviced parcels 

of land which is sold onto housebuilders and commercial developers. The residential 

serviced parcels land values are determined by a residual appraisal of a single phase of 

development, assumed at 100 units and the commercial land values determined through 

comparable evidence. 

 February 2016 – to present day – Since February 2016 AspinallVerdi has been instructed 

by Babergh District Council to review the Applicant’s scheme viability. In support of the 

viability assessment review AspinallVerdi has used Chartered Quantity surveyors, The 

Construction Consultants, to review the Applicant’s build costs.   



S.106 Viability Assessment Review - Chilton 
Woods

2

Sources of information 

1.4 In our analysis of the Applicant’s viability assessment we regard to:

 National Planning Policy Framework (NPPF)

 Planning Practice Guidance (PPG)  

 Babergh District Council Local Plan 2006 and Core Strategy 2014

 Viability Testing Local Plans – Advice for planning practitioners (Harman report) 

 RICS Financial Viability in planning 1st Edition, June 2012

 Homes & Communities Agency (HCA) Viability Toolkit Assumptions Annex 1, 2010

 Turner Morum/DCLG research paper Cumulative impacts of Regulations on house 

builders and landowners, 2011

 Market data from recognised published sources such as the Land Registry and Estates 

Gazette Interactive (EGi).

Limitations of report

1.5 The analysis contained within this report was undertaken at the date of the report. The PPG 

states: “Viability assessment in decision-taking should be based on current costs and values. 

Planning applications should be considered in today’s circumstances.”1 As such, if AspinallVerdi 

deem necessary we reserve the right to review the value and costs contained within this report.

1.6 This report and the accompanying appraisals are documents in relation to the planning 

application.  As per Valuation Standards 1 of the RICS Valuation Standards - Global and UK 

Edition the advice expressly given in the preparation for, or during the course of negotiations or 

possible litigation does not form part of a formal ‘Red Book’ valuation and should not be relied 

upon as such.

1 DCLG (2014) PPG - Paragraph: 017 Reference ID: 10-017-20140306
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2 Viability analysis 
2.1 In this chapter, we set out our analysis of the Applicant’s viability assumptions. Table 2-1 shows

the Applicant’s Total Scheme Revenue and Total Scheme cost. The simple equation of Total 

Scheme Revenue minus Total Scheme Costs shows whether the scheme is viable i.e. a positive 

or negative figure before a developer’s target return is applied. 

2.2 To assess an appropriate target, return for the scheme the Applicant has undertaken Net Present 

Value (NPV) calculation. RICS Guidance explains the NPV method as “A method used in 

discounted cash flow analysis to find the sum of money representing the difference between the 

present value of all inflows and all outflows of cash associated with the project by discounting 

each at the criterion rate, e.g. the cost of capital.”2 If the NPV is zero or positive with the required 

discount rate the scheme is viable. RICS Guidance explains “This discount rate represents the 

scheme’s internal rate of return (IRR), which can be compared with the developer’s required rate 

of return or as expressed in this guidance, the market risk adjusted rate of return.”3

Source: Deloitte 

Total scheme revenue assessment (master appraisal)  

2.3 The Applicant Total Revenue in their master appraisal comprises: 

 Residual land value of 100-unit scenario. 

 Commercial land values derived from comparable evidence. 

2.4 We have analysed the Applicant’s total scheme revenue as follows: 

Residual land value 100-unit scheme

2.5 We have reviewed the assumptions used to inform the residual land value for the 100-unit 

scheme scenario. In our assessment of the Applicant’s assumptions we have undertaken the 

following tasks:

2 RICS (2012) Financial viability in planning para page 46
3 RICS (2012) Financial viability in planning para D.1.1

Table 2-1 Applicant’s viabilty summary
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 Sale values - analysed published data of new build sales from Land Registry and 

Rightmove. These values have been cross-referenced with Energy Performance 

Certificate (EPC) data to provide analysis on a £ psf basis.  

 Affordable housing values - consulted with Register Providers who are active in the 

Babergh District to benchmark the Applicant’s proposed values. 

 Construction costs – worked with our Quantity Surveyor and analysed published data 

such as RICS’ Build Cost Information Service and comparable schemes to ensure costs 

assumed are reasonable. 

 Timescales – reviewed timescales to ensure they reflect market conditions, type of 

development proposed and construction sales overlap with build period i.e. sales not timed 

at the end of the development, thus negatively affecting finance costs.

 Finance rate - benchmarked the Applicant’s rate against recent comparable viability 

assessments.

 Profit margin – assessed this against the RICS Guidance and comparable schemes. 

RICS Guidance states: 

“The benchmark return, which is reflected in a developer’s profit allowance, should be at 

a level reflective of the market at the time of the assessment being undertaken. It will 

include the risks attached to the specific scheme. This will include both property-specific 

risk, i.e. the direct development risks within the scheme being considered, and also 

broader market risk issues, such as the strength of the economy and occupational 

demand, the level of rents and capital values, the level of interest rates and availability 

of finance. The level of profit required will vary from scheme to scheme, given different 

risk profiles as well as the stage in the economic cycle.”4

 Fees & contingency - benchmarked the Applicant’s rates against recent comparable 

viability assessments.

 Sales & marketing costs - benchmarked the Applicant’s rates against recent comparable 

viability assessments.

Commercial land values 

2.6 Our assessment of the Applicant’s commercial land value has been based on analysis of 

published data from EGi of achieved prices in the Suffolk area for employment land. 

4 RICS (2012) Financial Viability in Planning, para 3.3.2
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Total scheme cost assessment (master appraisal)  

2.7 The majority of the costs contained in the Applicant’s master appraisal relate to infrastructure and 

Section 106 Obligations. In our review of the Applicant’s costs we have undertaken the following 

tasks:

 Planning application fee – these are in relation to costs associated with bringing forward 

the scheme. This has been analysed to ensure costs assumed are reasonable. 

 Development management fee - benchmarked against comparable schemes we have 

worked on.

 Master developer return IRR - cross referenced the proposed discount rate against 

traditional profit on costs method to ensure figure is reasonable.  

 Strategic infrastructure professional fees – reviewed by our Quantity Surveyor to 

ensure that the sums assumed are reasonable and there is no double counting with 

regards allowances made for fees assumed elsewhere in the appraisal. 

 Site access junctions & off-site highway works –worked with our Quantity Surveyor 

and analysed comparable schemes to ensure costs assumed are reasonable.

 Village centre – worked with our Quantity Surveyor and comparable schemes to ensure 

costs assumed are reasonable.

 On-site works and infrastructure - worked with our Quantity Surveyor and comparable 

schemes to ensure costs assumed are reasonable.

 Section 106 costs – worked with Babergh District Council to ensure the items listed are 

required and the costs assumed are reasonable. We understand that these may be subject 

to further change. 

Land value (landowner’s return)

2.8 The PPG does not provide a definition on land value but states that in all cases, land or site value 

should:  

“reflect policy requirements and planning obligations and, where applicable, any Community 

Infrastructure Levy charge;

provide a competitive return to willing developers and land owners (including equity resulting from 

those wanting to build their own homes); and

be informed by comparable, market-based evidence wherever possible. Where transacted bids 

are significantly above the market norm, they should not be used as part of this exercise.”5

5 Paragraph: 023 Reference ID: 10-023-20140306
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2.9 In the assessment of land value regards needs to be made to Paragraph 173 of the NPPF states:

viability should consider “competitive returns to a willing landowner and willing developer to 

enable the development to be deliverable.” The PPG highlight’s that: “This return will vary 

significantly between projects to reflect the size and risk profile of the development and the risks 

to the project. A rigid approach to assumed profit levels should be avoided and comparable 

schemes or data sources reflected wherever possible.”6

2.10 With both the PPG and NPPF in mind we have reviewed the Applicant’s method in determining 

the land value and sum used. We have based our assessment on the following:

 Turner Morum/DCLG research paper Cumulative impacts of Regulations on house 

builders and landowners, 2011.

 HCA Transparent Assumption, Viability Toolkit Assumptions Annex 1, 2010

 Agricultural land values.

 Land values agreed for other viability assessments for strategic sites. 

6 Paragraph: 024 Reference ID: 10-024-20140306
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3 Conclusion 

Applicant’s assessment 

3.1 Based on the Applicant’s assessment of viability they state that the scheme “even with a 0% 

affordable housing provision, the project surplus (i.e. the net sum from deducting development 

costs from development income/revenue) is not sufficient to provide an acceptable return to the 

master developer. With 35% affordable housing, the development costs exceed development 

revenue/income resulting in a project deficit.” 7

3.2 The Applicant is showing that the scheme starts to becomes viable when “the residential element 

is allowed to come forward for development but areas of non-developable land not required for 

the housing, are excluded, thereby reducing the land costs.  The non-developable land would 

remain as existing (undeveloped) but would still form part of the masterplan.”8

3.3 Based on the Applicant’s revised basis, the scheme is still not viable with 35% affordable housing 

but is viable with 0% affordable with a surplus for affordable housing. Table 3-1 shows the

Applicant calculates the project surplus generated, equates to 20% affordable housing overall, 

with 0% in Phase 1 and 35% in Phases 2 and 3. 

Source: Deloitte 

Applicant’s affordable housing offer 

3.4 Table 3-2 sets the Applicant’s affordable housing offer. The Applicant is offering 25% affordable 

housing across the entire scheme split as; 12% in Phase 1, 35% in Phase 2 and 35% Phase 3. 

The Applicant’s offer assumes that the delivery of the residential is not conditional on delivery of 

the employment land. But the employment land and its associated infrastructure remains part of 

the planning application/masterplan proposed to allow delivery once viable to do so in the future. 

The Applicant states that they are able to provide this higher offer of affordable housing then 

shown in Table 3-1 because they are prepared to “to write-off its planning and promotion costs 

expended to date.”9

7 Deloitte (August 2012) Financial Viability Assessment Chilton Woods, Sudbury, Babergh Para 5.1 
8 Deloitte (August 2012) Financial Viability Assessment Chilton Woods, Sudbury, Babergh Para 5.3
9 Deloitte (August 2012) Financial Viability Assessment Chilton Woods, Sudbury, Babergh Para 6.7

Phase 1 Phase 2 Phase 3 Total 

Units 500 400 250 1,150

Potential Affordable Housing 0% 35% 35% 20%

Units 0 140 88 228

Table 3-1 Applicant’s viability results with reduced land area  
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Source: Deloitte 

AspinallVerdi’s assessment

3.5 In our assessment of the scheme viability we agree with the Applicant’s assumptions on cost and 

values

3.6 Based on our analysis, the Applicant’s affordable housing offer of 12% in Phase 1, 35% in Phase 

2 and 35% Phase 3 is reasonable. But only if it is acceptable to the Council that the delivery of 

the residential is not conditional on delivery of the employment land. 

Phase 1 Phase 2 Phase 3 Total 

Units 500 400 250 1,150

Potential Affordable Housing 12% 35% 35% 25%

Units 60 140 88 288

Table 3-2 Applicant’s affordable housing offer 
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4 Recommendation
4.1 We recommend that the Applicant’s affordable housing offer of 12% in Phase 1, 35% in Phase 2 

and 35% Phase 3 is reasonable. But only if it is acceptable to the Council that the scheme can 

come forward as proposed by the Applicant. Furthermore, if any of the costs reduce in relation to 

the Section 106 Obligations the viability assessment should be revisited as this may provide 

scope for additional affordable housing contributions. 

4.2 We strongly advise that there is a clause inserted into the Section 106 agreement whereby the 

scheme viability is reviewed at the commencement of each phase, with costs and values based 

on actual sums. 

4.3 The need for a review clause is that there is still much uncertainty on the costs and values

because:

 The scheme is at outline planning stage therefore no detailed design. 

 The Applicant will not be the developer therefore does not have a detailed understanding 

of scheme design and those associated costs.  

 There is no detailed schedule of accommodation, therefore the sale value assessment 

cannot current be maximised through mix of unit types. 

4.4 Having a viability review for a scheme of this nature is in line with RICS Guidance:

“The re-appraisal approach, which may be more applicable to certain schemes, allows for 

planning applications to be determined but leaving, for example, the level of affordable housing 

to be fixed prior to implementation of the scheme. Such re-appraisals are generally suited to 

phased schemes over the longer term rather than a single-phase scheme to be implemented 

immediately, which requires certainty.”10

4.5 We would recommend that at the commencement of each phase the costs are based on a 

detailed costs plan which can be reviewed by a Quantity Surveyor and the sale values based on 

achieved sums, adjusted for inflation where necessary. 

4.6 As part of the review mechanism agreement parameters will need to be set out, RCIS Guidance 

explains “it will be important to the LPA and applicant to express a range for the assessment, i.e. 

for the applicant to state the level of obligation above which they would not be expected to exceed 

and for the LPA to state the level of obligation below which the development will be unacceptable, 

regardless of the benefits that arise from it.”11

10 RICS (2012) Financial viability in planning, para 3.6.4.1
11 RICS (2012) Financial viability in planning, para 3.6.4.2


