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1 Introduction  
 
1.1 Background and objectives 
 
I am Dr Andrew Golland, BSc (Hons), PhD, MRICS, a Chartered Surveyor.  I 
am a Chartered Surveyor, have a PhD in Development Economics and am 
the founder of the GLA development appraisal Toolkit. 
 
I have written several leading good practice guides on viability and Section 
106, have completed over 80 viability studies for local authorities, and am a 
retained consultant for several councils across England and Wales on 
viability matters.  I have presented viability appraisals for all the major UK 
house builders and have worked on several schemes, mainly across 
London, for smaller developers and land owners.  My approach is 
consistent between public and private sectors with respect to appeal and 
Core Strategy examination precedent. 
 
I have developed, along with a colleague, Dr Adam Watkins, over 150 
development viability Toolkits (the ‘Three Dragons model’) for local 
authorities.  This model is well received by developers as a way of sorting 
out viability issues.  The model has been tested extensively at appeal and 
Core Strategy examinations. 
 
I have been instructed to carry out a viability assessment by Mr Mark 

Firman, First Avenue Estates Limited in relation to a proposed 

development at land to the rear of 303-313 Oxford Road, Reading.  

The objective of the report is to test the viability of the scheme in the light 

of the current development on the site and to assess in particular whether 

the Council’s policy objectives (reviewed below) can be met. 

2 Site location and proposed development 

The site to be assessed is located to the west of the centre of Reading, close 
by to Reading West Station.  The site is situated to the east of Western Elms 
Avenue; to the south of Oxford Road; to the west of a Lidl and to the north 
of residential development. 
 
The area is therefore mixed in nature. 
 
The site is described in a letter from D2 Planning to the Council as follows: 
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‘The site comprises land to the rear of 303-315 Oxford Road with access 
from Western Elms Avenue. The majority of the site is covered by a garage 
block and courtyards which are in a poor state of disrepair. Some of the 
garages are vacant. There are also large areas of hardstanding. The site also 
comprises part of the rear curtilage of 311 and 313 Oxford Road which is 
served by a separate access to the southern site boundary. Access is also 
available to the other properties fronting Oxford Road. A right of way exists 
through the site to the Lidl supermarket to the east and whilst this is 
unused by them, the access rights apply. Access to the Oxford Road 
community garden is also achieved through the site. 
 
As stated, the site is in a state of disrepair and adds little to the visual 
character and appearance of the area. Indeed, it rather detracts from the 
area. Furthermore, the site is subject to various and long standing anti-
social behavioural issues which have caused significant ongoing problems 
for local residents.’ 
 

 
 
The proposal is described as follows: 
 
‘The erection of a 3 storey building comprising 13 flats plus a single 
apartment in the form of a 'FOG' (i.e. flat over garage/parking). The flats 
would be split between 6 x1 bed units and 8 x2 bed units. Access is 
maintained to the rear of the properties on Oxford Road and the existing 
right of way would be retained. The proposals include provision for cycle 
storage and separate bin storage. A separate access to Western Elms 
Avenue would serve a double detached garage and two parking spaces for 
the use by the residents of 311 and 313 Oxford Road.’ 
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The purpose of the viability assessment is to consider the scope of the 
scheme to deliver Affordable Housing, other Section 106 contributions and 
CIL. 

3 Policy background and viability 

3.1 National planning 
 
The Revised NPPF (July 2018) deals with the circumstances under which 
local authorities may anticipate being faced with viability assessments at a 
site specific level. 
 
The most relevant paragraph of the Framework now appears to be Number 

57 which deals with the circumstances under which viability assessments 

may be submitted with the application.  These would seem to be: 

• The Plan is out of date; 

• Whether there have been changes in the site viability since the time of 

Plan; 

• Whether there are ‘particular’ circumstances which would seem to 

warrant a site specific assessment. 

Otherwise Para 57 states that where plans are up-to-date, applications 

should be assumed to ‘be viable’.   

The Land Value Benchmark (LVB) adopted should be referred to EUV and 

take into account the local land supply circumstances when formulating a 

premium allowance. 

The Revised NPPF (July 2018) is very clear that the land value benchmark 

should be based on existing use value (EUV).  It states: 

 ‘EUV is the value of the land in its existing use together with the right to 

implement any development for which there are policy compliant extant 

planning consents, including realistic deemed consents, but without regard 

to alternative uses.’  

And, it states further: 

‘Existing use value is not the price paid and should disregard hope value.’ 
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This represents a key shift away from previous guidance (e.g. that of the 

RICS) which recommended a ‘market value’ approach. 

The NPPF allows for a premium over and above EUV to incentivise the land 

owner to bring the site forward.  It states: 

‘The premium (or the ‘plus’ in EUV+) is the second component of 

benchmark land value. It is the amount above existing use value (EUV) that 

goes to the landowner. The premium should provide a reasonable incentive 

for a land owner to bring forward land for development while allowing a 

sufficient contribution to comply with policy requirements.’ 

Significance of the revised NPPF for viability and planning for housing 

The revised NPPF represents a watershed in the approach to viability.  

With the revised basis now EUV, the government has shifted the approach 

squarely back to the roots of the planning system and to the heart of the 

Section 106 process itself. 

This (the Section 106 process) was always intended to capture planning 

gain and the increase in land value that emanates from the grant of 

planning permission.  Indeed, there are numerous government statement 

and studies now attempting to re-focus the purpose of planning to this end. 

A recent example is from the Letwin Review: 

https://www.planningresource.co.uk/article/1496790/letwin-review-to-

recommend-land-value-capture-measures 

Fundamental to the Section 106 planning process are the concepts of 

Transfer Earnings and Economic Rent. 

Transfer earnings and the existing use value of the site 

Transfer earnings are the amount of money required to keep capital, labour 

or land in its existing use. 

In the case of a green field site, and as an example, the transfer earnings 

that would accrue would be the rent paid to the land owner of the 

agricultural land necessary to keep it in its current or existing use.  This 
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may be capitalised to a going rate for farmland.  A recent report for Savills 

suggests that agricultural land is at around £15,000 per acre). 

Economic rent  

The economic rent of the site can be regarded as the ‘plus’ element within 

the NPPF land value benchmark definition. 

In any economic or viability debate, economic rent is any payment to an 

owner or factor of production in excess of the costs needed to bring that 

factor into production.  In other words, any value attributable to the land 

(capital or labour) that may be achieved over and above that value 

necessary to keep the factor of production turning over in its current use. 

Practically, economic rent (or the ‘plus’ factor) is a measure of scarcity – 

and in this case, the additional value for the site as housing land.  Whether 

the site does have any economic rental value is however dependent on 

whether the land is needed for housing or not. 

To find this out, it is usual to refer to a council’s land supply position.  This 

gives a view on the overall requirement for housing land.  Where this is 

strong then it is usual to allow a smaller premium (than where it is large). 

This assessment should be taken in the context of the NPPF, which states 

that ‘the premium should provide a reasonable incentive for a land owner 

to bring forward land for development while allowing a sufficient 

contribution to comply with policy requirements.’ (NPPF, July 2018). 

3.2 Local planning policy – Reading BC 
 
Policy H3 of the Local Plan (2019) states: 
 

https://en.wikipedia.org/wiki/Factor_of_production
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Reading BC (Community Infrastructure Levy) 
 
The Council have a CIL in place.  As follows: 
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4 Approach to viability assessment 

4.1 Overview 
 
It is important to understand how viability is assessed in the planning and 
development process.  The assessment of viability is usually referred to a 
residual development appraisal approach.  Our understanding is illustrated 
in the diagram below.  This shows that the starting point for calculations is 
the gross residual site value which is the difference between the scheme 
revenue and scheme costs, including a reasonable allowance for developer 
return. 
 
Once CIL or Section 106 contributions have been deducted from the gross 
residual value, a ‘net’ residual value results.  The question is then whether 
this net residual value is sufficient in terms of development value relative 
to the site in its current use. 
 

 
 
Calculating what is likely to be the value of a site given a specific planning 
permission, is only one factor in deciding what is viable. 
 
4.2 Land owner considerations 
 
A site is unlikely to proceed where the costs of a proposed scheme exceed 
the revenue.  But simply having a positive residual value will not guarantee 
that development happens.  The existing use value of the site, or indeed a 
realistic alternative use value for a site (e.g. commercial) will also play a 
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role in the mind of the land owner in bringing the site forward and thus is a 
factor in deciding whether a site is likely to be brought forward for housing. 
 

 
The diagram shows how this operates.  The land owner will always be 
concerned to ensure that residual value clears the relevant land value 
benchmark. 
 
5.1 Overview 
 
The appraisal work and report relies on a range of information sources.  
These include comparable market analysis for house prices; this is derived 
from local comparables and local agency sources.  Costs are derived from 
standard industry sources of data as well as a bespoke costing for the 
scheme. 
 
5.2.1 Construction costs  
 
There is, as far as I am aware, no bespoke estimate of costs.  I have hence 
utilised the industry standard BCIS source.  The estimated costs are set out 
in the table below: 
 
 



303-323 Oxford Road, Reading Viability Report – June 2021 Page 10 
 

 
 
BCIS approach 
 
The appropriate category to use here is Flat 3-5 Storey.  The average cost 
here is £1,581 per square metre. 
 
To this will need to be added an allowance for external works, which is 
normally assessed at 15%, making a sub-total of £1,818. 
 
I have then made an adjustment of a further 15% to go from BCIS costs 
(which are GIA based) to NIA based (for the purposes of the appraisal). 
 
This gives a cost of £2,090 per square metre.  There is normally a 
contingency allowance made here; I have allowed this at 5% making a cost 
of £2,195; say a working cost of £2,200 per square metre. 
 
I have adopted this figure in my appraisal. 
 
 
 
 



303-323 Oxford Road, Reading Viability Report – June 2021 Page 11 
 

Abnormals 
 
There is likewise at this stage no estimate of abnormal costs.  I have 
adopted the HCA research which estimates clean-up costs for a range of 
development types from a range of site types.  The Homes and 
Communities Agency (March, 2015) produced a helpful guide to estimating 
costs of clean-up on contaminated and difficult sites.  I have reproduced 
below a key table which helps give an indication of costs for this site: 
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Category Site B is seen to be the most appropriate (Garages and 
Workshops).  The site at Oxford Road  is obviously  ‘High Sensitivity’ as it is 
being developed for residential. 
 
I am not aware whether there is Low, Moderate or High Water risk.  I have 
assumed Modrerate. 
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This suggests a cost of £730,000 per hectare as a benchmark. 
 
For the site site, this means indicative clean up costs of circa £115,000. 
 
I have adopted this figure in my appraisal. 
 

5.2.2 Other development costs 
 
Added to these costs will need to be other development costs.  These are 
set out in the screenshot below: 
 

 
 
These are the standard costs adopted in the Toolkit.   
 
5.3 Values 
 
In order to establish a gross development value (GDV) for the scheme 
proposed, I have looked at properties currently being marketed in the 
Oxford Road area.  Comparable examples are set out on the following page: 
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Source:  Rightmove; Local agents 
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In order to establish an indicative GDV for the scheme, I have analysed the 
financial relationship between dwelling size and price per square metre.  
This is a key indicator of value. 
 
This is set out on the following page. 
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’  
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Applying this analysis, the estimated gross development value (GDV) is 
£3,341,668. 
 
I have adopted this figure in my analysis. 
 
6 Existing Situation – land value benchmark 
 
The land value benchmark (LVB) is important in defining viability; in 
particular, the financial relationship between residual value and the LVB 
 
Where the LVB is higher than the residual value (RV), then schemes are in 
principle, unviable. 
 
The Revised NPPG (May 2019) 
 
The Revised NPPG (last updated May 2019) is very clear that the land value 
benchmark should be based on existing use value (EUV).  It states: 
 
‘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 fully comply with policy requirements. Landowners and 
site purchasers should consider policy requirements when agreeing land 
transactions.  This approach is often called ‘existing use value plus’ (EUV+).’ 
 
The guidance goes on to state: 
 
‘Existing use value (EUV) is the first component of calculating benchmark 
land value.  EUV is the value of the land in its existing use.  Existing use 
value is not the price paid and should disregard hope value.  Existing use 
values will vary depending on the type of site and development types.  EUV 
can be established in collaboration between plan makers, developers and 
landowners by assessing the value of the specific site or type of site using 
published sources of information such as agricultural or industrial land 
values, or if appropriate capitalised rental levels at an appropriate yield 
(excluding any hope value for development). 
 

https://www.gov.uk/guidance/viability#para015
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Sources of data can include (but are not limited to): land registry records of 
transactions; real estate licensed software packages; real estate market 
reports; real estate research; estate agent websites; property auction 
results; valuation office agency data; public sector estate/property teams’ 
locally held evidence.’ 

Existing use value of the site 

The site has three elements to the existing use value: 

• The industrial unit; 

• Lock up garages for rent; 

• The devaluation to Numbers 311 and 313 Oxford Road due to the loss of 

garden land. 

I look at these elements in turn: 

The industrial unit 

I have looked at comparables in the area and my analysis is set out on the 

following page: 
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This suggests a capital value of £186,171. 

Lock up garages for rent 

I have looked at comparables and estimated a total value of £156,000: 

 

Devaluation to retained dwellings due to loss of garden land 

My full analysis is set out on the following page.  This draws on a valuation 

of Number 313.  311 is not directly valued, but I have adjusted this value by 

reference to Council Tax records. 

The total EUV for this element is £391,853: 
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The table below sums together the different elements: 

Totals  Values  

    

Industrial Unit  £186,171 

Lock Up Garage Units  £156,000 

Garden Loss  £391,853 

    

Existing Use Value  £734,024 

    

With (25%) Land Owner Return  £917,530 

    

LVB £917,530 

I have adopted this LVB (£917,530) in my appraisal. 

7 Results and conclusions 

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

 
 



303-323 Oxford Road, Reading Viability Report – June 2021 Page 23 
 

This shows a positive residual value of £334,000. 
 
However, the land value benchmark is £917,530 and hence there is a deficit 
of almost £600,000. 
 
This makes the scheme unviable to deliver any Section 106 or CIL 
contributions. 
 

AJ Golland 

 
Dr Andrew Golland BSc (Hons) PhD MRICS 
 
June 2021 
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Appendix 1 – Full Appraisal 
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