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NON-TECHNICAL SUMMARY 
 

This is a financial viability assessment to establish the viability of a proposed scheme for 
residential development at a site at Manor Farm, Holbeach known as Holbeach Meadows, 
comprising 98 units in Phase 1, 217 units in Phase 2, 485 units in Phase 3 and 100 
affordable units in Phase 4. It should be noted that Phase 4 will be constructed at the same 
time as Phase 2, however is referred to as Phase 4 throughout this appraisal for the purpose 
of allocating costs accurately.  
 
A previous viability study submitted by the Client removed the requirement for affordable 
housing on Phases 1 & 2. It has been proposed by Ashwood Homes to provide 25% 
affordable housing on Phase 3 and the 100 affordable units in Phase 4, with S106 cash 
contributions across the whole site totalling £2,644,920. As such, this viability assessment 
is for the purposes of supporting an application to amend the current affordable housing and 
S106 cash contributions. We have appraised the viability of the whole allocation (900 units) 
to demonstrate that costs aren’t being front-loaded onto earlier phases and that residential 
development of the whole allocation is not viable with the proposed affordable housing and 
S106 contributions.  
 
Phase 1 is complete and actual sales figures have been adopted. The gross development 
value (GDV) of Phases 2 and 3 has been calculated using transactional evidence from 
Phase 1, with particular focus on the most recent sales, as well as other comparable 
evidence from nearby sites. Where direct comparables aren’t available, we have adjusted 
prices as appropriate. As such, values of between £2,008 and £2,526 per m2 have been 
adopted for Phases 2 and 3, giving sale values of between £150,000 and £435,000 for 
market units, which accurately reflects the market for the various types of dwelling.  
 
The income from the 100 x affordable units (Phase 4) is based on the actual offer received 
from the Housing Association, which is £18,975,000 and for the remaining 42 x affordable 
units in Phase 3 on the basis of 60% of market value, which is £4,637,100. We have adjusted 
the yield on the HCA DAT spreadsheet to produce an income from affordable housing at 
approximately these levels (within the capability of the HCA DAT model).  
 
Ashwood Homes have instructed an independent cost consultant, Steve Wilkes of Two Two 
Five Ltd, to review the basic house building cost and external costs associated with the 
development. Their report indicates that the weighted average cost methodology on the 
basis of BCIS lower quartile figures is not sufficient and a more appropriate methodology is 
to adopt the BCIS generally median figure across all house types.   
 
Given Phase 1 has been built and is complete, we have assessed build cost on a phased 
basis to reflect the build costs at the time of construction for Phase 1. As such, the build cost 
for Phase 1 has been rebased to Q1 of 2020. We have made an additional allowance for 
enhanced foundations at £11.00 per m2. Regarding air source heat pumps, given previous 
comments regarding the date at which the use of air source heat pumps become necessary, 
we have costed Phases 1, 2 and 4 on the basis of gas boilers, with the remainder of the site 
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(i.e. Phase 3) then assumed to utilise air source heat pumps allocated on a price per m2 
basis of £50.20 per m2. These costs are summarised below: 
 

Phase 1 (98 units)  
9,570m2 @ £1,244 per m2   
 + £11.00 per m2 £1,255 per m2 

 

 

Phase 2 (217 units)  
18,867m2 @ £1,317 per m2  
 + £11.00 per m2 £1,328 per m2 

 

 

Phase 3 (485 units)  
48,306m2 @ £1,317 per m2  
 + £11.00 per m2  
 + £50.20 per m2 £1,378 per m2 

 

   
Phase 4 (100 affordable units)  
7,473m2 @ £1,317 per m2  
 + £11.00 per m2 £1,328 per m2 

   
By way of comparison with the independent cost expert, their calculations and costs show 
that overall build cost is £1,368 per m2 (£127 per ft2), plus the additional cost of air source 
heat pumps at £7,500 per unit. They have not made any allowance for enhanced 
foundations. As such, this demonstrates that even with our adjusted methodology of 
adopting the generally median cost per m2 from BCIS, we have not overestimated the costs 
and they are realistic and accurate for this development.  
 
A basic road construction cost of £2,800 per linear metre has been used for the main spine 
road for the whole allocation given it’s much wider than normal adopted roads, £2,300 per 
linear metre has been used for  the adopted roads with footpaths both sides, £2,100 per 
linear metre has been used for adopted roads with footpath just one side, £1,900 per linear 
metre has be used for adopted standard road with no footpath and £1,500 per linear metre 
has been used for private roads. These costs are based upon figures from developments in 
the local area and are considered appropriate. Due to the ground conditions, Geotextile and 
Geogrid will also be required, as well as additional stone, rates for these have been provided 
by the Client.  
 
The costs for SUDs, rates for dewatering, costs for the foul pump stations and rising mains, 
and groundworks for the substations have all been provided by the Client.  
 
Other costs adopted, including 6% for Design & Professional Fees, 2.5% Contingency, site 
set up and welfare costs, costs for garages and driveways, plot specific external works of 
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£2,500 per plot, 3% for marketing, £750 for legals and an interest rate of 6.25% have all 
been previously accepted on sites in this area.  
 
A profit level of 17.5% has been adopted for market units and 6% for affordable housing, 
which is considered to be the minimum level of profit a developer would accept to undertake 
this scheme.  
 
As required under NPPF and PPG, we have adopted the Existing Use Value (EUV) + 
Premium approach to lane value. An EUV for the land of £25,000 per gross hectare has 
been adopted which is Grade 1 agricultural value. To this, a premium of £250,000 per gross 
hectare has been added which is deemed a sufficient sum to bring the land forward for 
development. This gives an overall BLV of £275,000 per gross hectare, therefore, the total 
benchmark land value of the site of £11,300,000. We have added a separate item at cost 
for the land acquired for the surface water drainage lagoon.  
 
Using the Homes & Communities Agency Development Appraisal Tool (HCA DAT) 
spreadsheet, we have inputted the land value, calculated GDV and deducted all costs for 
the development to establish the viability of the scheme. The results are as follows:  
 

Scheme Surplus/Deficit 

Whole Allocation (900 units) with 25% affordable 
housing on Phase 3, 100 affordable units known as 
Phase 4, plus S106 cash contributions of 
£2,644,920 

-£10,376,046 

Whole Allocation (900 units) with no affordable 
housing on Phase 3 and no S106 cash 
contributions (except the £5,000 already paid) 

-£7,731,615 

 
We have conducted a sensitivity analysis which shows variations of the scheme with no 
affordable housing in Phase 3 and no S106 cash contributions, the results of this are outlined 
further in the report, but our overall conclusions are as follows. 
 
We are of the opinion that the scheme for the whole allocation i.e. 900 units split into Phase 
1 (98 units), Phase 2 (217 units), Phase 3 (485 units) and Phase 4 (100 affordable units) 
with 25% affordable housing in Phase 3 and the affordable housing that makes up Phase 4, 
and S106 cash contributions totalling £2,644,920 will show a financial deficit (present value) 
of £10,376,046, based upon the market value of the proposed and completed units, the 
projected costs and profit level adopted within the appraisal and BLV for the site of 
£11,300,000.  
 
We are further of the opinion that if the scheme had no affordable housing provision within 
Phase 3 (but kept Phase 4 as entirely affordable) and all S106 cash contributions were 
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removed with the exception of the £5,000 already paid, there is still a significant deficit 
(present value) of £7,731,615.  
 
As such, the site is clearly not viable for development on the basis of the provision of the 
affordable housing and S106 cash contributions at the level appraised within this FVA. If the 
requirement for affordable housing in Phase 3 and S106 cash contributions  were removed, 
the site still appears non viable due to the significant costs associated with delivering this 
site. However, even in our second model the site would still deliver approximately 17% 
affordable housing i.e. the 100 units in Phase 4, land for the school, and a refurbished 
building for use by the community.  
 
The deficit that our model indicates is one where in most cases a developer would not be 
able to deliver the development. In this case, Ashwood Homes have an actual land cost 
below the Benchmark Land Value that is appropriate to use for viability modelling purposes. 
The Group acquired the land as agricultural land which they have previously farmed, and 
thus their cost of acquisition is agricultural value, plus the development overage payment to 
the previous owners imposed at the time of acquisition. The sum is sufficiently below BLV 
that there is a landowner’s profit value that will cushion the deficit, and in this instance 
assisting them to deliver the scheme at a sufficient return to satisfy funding requirements.   
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INSTRUCTIONS 
 
We refer to instructions from Ashwood Homes to provide an updated Financial Viability 
Assessment (FVA) for the site and our initial Conditions of Instructions Letter and Standard 
FVA Conditions Of Engagement & Terms of Business dated 5th February 2021, a copy of 
which is in Appendix I of this Report. Following discussions with South Holland District 
Council (SHDC), changes to the scheme and an independent build cost assessment carried 
out by Two Two Five Ltd, we have updated our original appraisal dated 17th January 2022.  
 
Client 
 
This report has been prepared for Ashley King Developments Ltd T/A Ashwood Homes. 
 
Purpose of FVA 
 
This FVA is required to provide an updated assessment of the viability of the site following 
our original appraisal dated 17th January 2022 and subsequent discussions with SHDC, 
changes to the scheme and an independent assessment of build costs by Two Two Five 
Ltd. The site comprises 98 units in Phase 1, 217 units in Phase 2 and 485 units in Phase 3, 
with then 100 affordable units which we have named Phase 4. A previous viability study 
submitted by the Client removed the requirement for affordable housing on Phases 1 & 2. 
This viability assessment is for the purposes of supporting an application to amend the 
current affordable housing and S106 cash contributions. Development of Phase 1 has 
completed, Phases 2, 3 and 4 are yet to be commenced. 
 
Asset to be Appraised 
 
The appraisal is of a development site situated at Manor Farm, Holbeach, Spalding, 
Lincolnshire. The site is identified by the plans in Appendix II.  
 
Scheme-Specific/Area Wide FVA 
 
This FVA is in relation to providing a response to the issue of viability on a site-specific 
scheme. We have not provided any advice to the Local Planning Authority.  
 
Interest in the Property 
 
This FVA is conducted on the basis that the land it refers to is owned freehold with vacant 
possession. 
 
Classification of Property 
 
The property has been developed by Ashwood Homes with Phase 1 (98 units) now 
complete. It is proposed to develop a further 217 units in Phase 2, 485 units in Phase 3, with 
then 100 affordable units in Phase 4, making a total of 900 units on the whole allocation.   
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RICS Guidance/Professional Statements 
  

In preparing this FVA, the Valuer has acted in accordance with the RICS Professional 
Statement Financial Viability in Planning: Conduct and Reporting 1st Edition, May 2019. The 
Valuer has acted with objectively, impartially, without interference and with reference to all 
appropriate available sources of information.  
 
Although FVA work is outside the scope of the RICS Valuation – Global Standards 2022, 
any valuation utilised in the appraisal has been prepared in accordance with RICS Valuation 
– Global Standards 2022. Furthermore, This FVA has been undertaken in accordance with 
the requirements of PS2 (Ethics, Competency, Objectivity and Disclosures) of the RICS 
Valuation – Global Standards 2022.  
 
Bases of Value 

 
All valuations provided within this report are on the basis Market Value, defined by the RICS 
Valuation – Global Standards 2022 as: “The estimated amount for which an asset or liability 
should exchange on the valuation date between a willing buyer and a willing seller in an 
arm’s-length transaction after proper marketing and where the parties had each acted 
knowledgeably, prudently and without compulsion”. 

 
The Benchmark Land Value (BLV) has been considered on the basis of Existing Use Value 
(EUV) plus a Premium. EUV has been established using comparable evidence. We have 
also had regard to market evidence of development land, together with the price paid for 
land, as appropriate.  

 
Appraisal Date 
 
The appraisal and any valuations provided within this report are as at 24th August 2022. The 
report was revised on 19th October 2022 to correct previous errors in the HCA DAT model; 
sale values and costs were not adjusted. 
 
Identity of Valuer 

 
The appraisal has been undertaken by J R Maxey MA (Cantab) FRICS FAAV RICS Registered Valuer and V 
J Marr BSc (Hons) MRICS FAAV RICS Registered Valuer. 

 
Material Involvement 
 
Neither Maxey Grounds & Co LLP nor the named Valuers have any conflict of interest in 
preparing this appraisal. We have carried out work for Ashwood Homes in the past but we 
have no interest in the proposed transaction.  
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Status of the Valuer 
 
The appraisal has been prepared by corporate members of the Royal Institution of Chartered 
Surveyors who are also members of the RICS Valuer Registration Scheme, acting as 
Engaged Valuers.  
Currency 
 
The appraisal and any valuations within are reported in pounds sterling (£). 
 
Fee 
 
In accepting these instructions, no performance-related or contingent fees have been 
agreed.  
 
Assumptions and Caveats 
 

1. In making this report, Maxey Grounds & Co LLP has met the relevant requirements of 
the RICS Financial Viability in Planning: Conduct and Reporting 1st Edition, May 2019 
and any valuations within this appraisal have been carried out in accordance with the 
RICS Valuation – Global Standards 2022 and that, unless otherwise stated, have 
made the following assumptions which Maxey Grounds & Co LLP is under no duty to 
verify: 

a) that no high alumina cement, concrete or calcium chloride additive or other potentially 
deleterious or hazardous materials or techniques were used in the construction of the 
property or have since been incorporated; 

b) that the property is not subject to any unusual or especially onerous restrictions, 
encumbrances or outgoings and that good title can be shown; 

c) that the property and its value are unaffected by any matters which would be revealed 
by a local search and replies to the usual enquiries, or by any statutory notice, and 
that neither the property, nor its condition, nor its use, nor its intended use are or will 
be unlawful; 

d) that inspection of those parts which have not been inspected would neither reveal 
material defects nor cause Maxey Grounds & Co LLP to alter the appraisal materially; 

e) that no formal environmental assessment will be provided and that no contaminative 
or potentially contaminative uses have ever been carried out on the property and that 
there is no potential for contamination of the subject property from past or present 
uses of the property or from any neighbouring property. The report will not identify 
the existence of contamination but in the Surveyor’s visual inspection concludes that 
there may be material contamination the Valuer will report that further investigation is 
required. 

 
2. In arriving at conclusions, no allowance has been made for costs of acquisition or 

realisation, nor any VAT, Capital Gains Tax, nor any other tax, nor similar liability or 
claimable allowances which might arise on the sale of the property. 
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3. In arriving at our conclusions, no allowance has been made for personal goodwill, 
removable fittings, loose furniture or equipment. 

 
4. We have not investigated the existence of mortgages, leases or hire purchase 

agreements in respect of plant and machinery, and our valuation assumes any such 
liabilities have been discharged. 

 
5. We have not undertaken any site investigations to determine the suitability of ground 

conditions or services for any new extended or proposed buildings or dwellings. 
 

6. In the case of agricultural property, we accept no responsibility regarding, and offer 
no advice on, the possibility of latent infestations of the soil or of any disease that may 
affect crops or stock.  

 
7. With regard to Town and Country Planning matters, employees of local planning 

authorities always give information on the basis that it should not be relied upon and 
that formal searches should be made if confirmation of the information is required.  
Although for the purposes of this report we have assumed that such informal 
information is correct, we recommend that, if you should need to rely upon such 
information, you should instruct solicitors to instigate formal searches. 

 
8.  No indications of past or present contaminative land uses have been noted. We 

cannot give any assurances that previous uses on the site or in the surrounding areas 
have not contaminated sub-soils or ground waters.  In the event of contamination 
being discovered further specialist advice should be obtained. 
 
However, should it be established subsequently that contamination, seepage or 
pollution exists at the property or on any neighbouring land, or that the premises have 
been or are being put to a contaminative use, this might reduce the values now 
reported.  
 

We have assumed that the information and opinions we have been given are complete and 
correct in respect of the properties and that further investigations would not reveal more 
information sufficient to affect value.  We consider that this assumption is reasonable in the 
circumstances.   
 
Special Assumptions 
 
For the purposes of this appraisal, we have assumed that the proposed properties are 
completed in accordance with the plans that have been supplied to us, and on the timescale 
as set out in the Residential Planning Section of the HCA DAT spreadsheet. 
 
Extent of Investigations 
 
Whilst we have taken into account the apparent state of repair of the property in our 
appraisal, we have not carried out a building survey, nor have we inspected those parts of 
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the property that are covered, unexposed or inaccessible. Unless otherwise stated, such 
parts have been assumed to be in good repair and condition. We cannot express an opinion 
about, or advise upon, the condition of uninspected parts and this Report shall not be taken 
as making any implied representation or statement about such parts. We have not arranged 
for the testing of electrical, heating or other services and we cannot, therefore, give any 
warranty as to the soundness of these items. Whilst the site has been inspected briefly as 
this report is in advance of the development, it is undertaken as a desktop exercise. 
 
Nature and Sources of Information Provided 
 
We have been provided with copies of all plans and accommodation mix for the completed 
and proposed development by the Client. Copies of plans are attached as Appendix II to 
this report.  
 
Evidence utilised to establish Market Values has been obtained from the Client, we have 
used recent sales values from other Ashwood Homes sites in and around Holbeach and 
other market evidence obtained from Rightmove and our records. Affordable rental levels 
have been determined by confirming the maximum Local Housing Allowance Rates on 
Direct Gov for the area. Figures for appropriate levels of management and repair costs have 
been confirmed by local planning authorities, as utilised in the appraisal tool.  
 
The BLV has been established having regard to the EUV and an appropriate premium 
sufficient to ensure land comes forward for development. 
 
S106 requirements have been provided by the Client and are the contributions requested 
by South Holland District Council. Ashwood Homes have also engaged the services of an 
independent cost consultant, Steve Wilkes of Two Two Five Ltd, to assess the costs of 
construction and development to support the figures we use in our calculations. Other costs 
have been provided by the Client, or assumed using our own knowledge, benchmark levels 
and from published price information by BCIS. 
 
All inputs and information relied upon for this appraisal are researched, evidenced and, in 
our opinion, reasonably justified, and details are in Appendix III and IV.  
 
Use and Publication of this Report 
 
This appraisal is provided for the stated purpose and for the sole use of the party to whom 
it is addressed. Maxey Grounds & Co LLP accepts responsibility to the Client named at the 
start of this Report alone that this report has been prepared with the skill, care and diligence 
reasonably to be expected of a competent Chartered Surveyor, but accept no responsibility 
whatsoever to any person other than the client himself. 
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RICS Valuation – Professional Standards 
 
Although Viability Appraisal work is outside the scope of the RICS Valuation Standards, any 
valuation utilised in the appraisal has been prepared in accordance with the RICS Valuation 
– Global Standards 2022.  
 
Appraisal Methodology 
 
In undertaking the appraisal, we have utilised the Homes & Community Agency 
Development Appraisal Tool to analyse the viability of the proposed development. For 
Phases 1 and 2, there is no affordable housing requirement as this was previously removed 
as a result of a viability study undertaken by the Client. For the remainder of the allocation 
we have been advised by the Client that there will be a phase of 100 affordable units (known 
as Phase 4). The exact contribution from a Housing Association for the affordable units in 
Phase 4 has been provided by the Client and the contribution from a Housing Association 
for the affordable units in Phase 3 is based upon benchmarking from similar sites and 
equates to 60% of market value. We have then considered various levels of affordable 
housing provision to analyse the sensitivity relevant to differing levels of provision within 
Phase 3.  
 
Information on the Section 106 cash contributions have been provided by the Client and are 
the contributions requested by South Holland District Council. These contributions have 
been changed since our initial assessment in January 2022 and have been outlined within 
Appendix IV.  
 
The valuation of market values is based upon the comparable method of valuation utilising 
evidence of transactions from Phase 1, sales evidence from other Ashwood Homes sites in 
the area and information from Rightmove Plus. Where direct comparables aren’t available 
we have adjusted prices as appropriate. A Schedule of Evidence is attached as Appendix 
III to this report.  
 
The assumed costs of construction are set out in Appendix IV of this report and are based 
upon knowledge and experience of other similar development schemes, information and 
costs provided by the Client, upon published price information, such as BCIS and have been 
supported by an independent cost consultant. Steve Wilkes of Two Two Five Ltd has 
provided an independent cost assessment in relation to both the basic house build cost and 
external costs. 
 
Anticipated timescales for development are stated in Appendix IV. It should be noted that 
Phase 4 is to be built at the same time as Phase 2, although it has been labelled as Phase 
4 for the purposes of allocating costs for this appraisal.  
 
Affordable rents are based upon 80% of market rent, also having regard to the maximum 
permitted level confirmed by Local Housing Allowance Rates published on Direct Gov for 
that area. Given the scale of the development, it has been assumed that the normal 
requirement of 70% of any affordable housing as affordable rented and 30% shared 
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ownership in Phase 3. We have been instructed to adopt a 50:50 split between affordable 
rented and shared ownership for the 100 affordable units known as Phase 4. Where a nil 
provision is considered as an alternative, this is not applicable. 
 
Sensitivity analysis has been undertaken looking at either +5% or -5% on values and build 
costs to measure the relevant effect on residential land value, which is then compared with 
BLV to establish the viability surplus or deficit.  
 
Land Value 

 
As required under NPPF and PPG, we have adopted an EUV + Premium approach to land 
value, whilst putting this in context by review of market transactions.  
 
The EUV of arable land is around £25,000 per gross hectare. An appropriate premium to 
then bring it forward for residential development would be a further £250,000 per gross 
hectare, giving a benchmark land value of around £275,000 per gross hectare. These values 
are widely accepted as being appropriate. 
 
Therefore, the total benchmark land value of the whole allocation is £11,300,000.  
 
We have utilised the lower actual cost to acquire land for a surface water lagoon outside the 
main site area.  
 
Valuer Competence 
 
The appraisal has been undertaken by Chartered Surveyors who are members of the RICS 
Valuer Registration Scheme possessing the necessary local knowledge of the market, and 
the necessary skills and understanding to undertake the appraisal competently. The 
appraisal has been carried out in accordance with the RICS Financial Viability in Planning: 
Conduct and Reporting 1st Edition, May 2019. 
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INSPECTION 
 
Date of Inspection 
 
Development of Phase 1 is complete, development on Phases 2, 3 and 4 has not yet 
commenced, therefore the viability assessment has been conducted as a desktop exercise. 
 
Property Address 
 
The property is a development site at Manor Farm, Holbeach, Spalding, Lincolnshire known 
as Holbeach Meadows. The site location is shown on the Plans and Photographs within 
Appendix II. 
 
Property Description 
 
The property is a greenfield development site upon which 98 residential units have been 
constructed in Phase 1, and it is proposed to develop a further 217 residential units in Phase 
2, 485 units in Phase 3 and 100 affordable units in Phase 4. No construction work has yet 
commenced on Phases 2, 3 and 4. Detailed plans of Phase 1 have been provided by the 
Client. Further plans for the proposed development on future phases have also been 
supplied by the Client and this appraisal has been based upon those plans. The gross site 
area is 41.1 Hectares. The size of the units (Gross Internal Area) is provided by way of a 
schedule and design sheets for the house types from the Client and are within the inputs to 
the Development Appraisal Tool, an electronic copy of which has been provided. 
 
Land Value 
 
As required under NPPF and PPG, we have adopted an EUV + Premium approach to land 
value, whilst putting this in context by review of market transactions.  
 
The EUV of arable land is around £25,000 per gross hectare. An appropriate premium to 
then bring it forward for residential development would be a further £250,000 per gross 
hectare, giving a benchmark land value of around £275,000 per gross hectare. These values 
are widely accepted as being appropriate. 
 
Housing Mix 

 
Detailed plans of Phase 1 (the first 98 units) have been supplied to us by the Client, a plan 
of this is within Appendix II. The housing mix proposed in Phase 2 (217 units) is outlined on 
the plans named Masterplan 5244 and Masterplan 35-MP-01, as such, we have adopted 
this mix and details are outlined in the Accommodation Schedule.  
 
As detailed plans of Phases 3 and 4 have not yet been produced, the Client has provided a 
housing mix – this has been reproduced within the Accommodation Schedule. 
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Gross Development Value 
 

GDV has been calculated using the actual sale values from Phase 1 at Holbeach Meadows 
and other recent comparable evidence in the area applied to Phases 2 and 3. We have 
adopted the most recent prices for the house types on various Ashwood Homes sites to 
accurately reflect the current market. Where direct comparables aren’t available, we have 
adjusted prices as appropriate. As such, for Phases 2 and 3, values of between £2,008 and 
£2,526 per m2 have been adopted, giving sale values of between £150,000 and £435,000 
for market units in those phases, which accurately reflects the market for the various types 
of dwelling.  
 
The income from the 100 x affordable units (Phase 4) is based on the actual offer received 
from the Housing Association, which is £18,975,000 and for the remaining 42 x affordable 
units in Phase 3 on the basis of 60% of market value, which is £4,637,100. We have adjusted 
the yield on the HCA DAT spreadsheet to produce an income from affordable housing at 
approximately these levels (within the capability of the HCA DAT model).  
 
The original consent for this site included a care home site, this has been sold to a third 
party for construction. The sale price generated of £800,000 for this site is reflected in the 
financial model. We have also included a capital equivalent to reflect the value of the lettable 
commercial space within the community building. 
 
Costs 

 
As previously mentioned, Ashwood Homes have instructed an independent cost consultant, 
Steve Wilkes of Two Two Five Ltd, to review the basic house building cost and external 
costs associated with the development. Their report indicates that the weighted average 
cost assumption we used in our previous appraisal of the site to reflect the different types of 
dwelling is below their estimate of overall basic build costs. They share the view that a 
dwelling of a certain size will cost more to construct if it is detached than if it is a semi-
detached or terraced, but have made the point that detached houses tend to be larger and 
there is some economy of scale for these units compared with smaller units. We have 
therefore varied our cost calculations in this case from our previous methodology and have 
adopted the BCIS “generally” median figure of build cost, given the level of costs the 
independent cost consultant has arrived at meaning we do not consider the lower quartile 
sum as sufficient. As such, adopting the median figure rather than using lower quartile 
adjusted upwards for detached dwellings within the build mix is a more appropriate 
assessment of actual build cost, based on the advice of the cost consultant. 
 
Regarding air source heat pumps, given the proposals for the affordable housing and 
previous comments regarding the date at which the use of air source heat pumps become 
necessary, we have costed Phases 1, 2 and 4 on the basis of gas boilers, with the remainder 
of the site (i.e. Phase 3) then assumed to utilise air source heat pumps with an average 
additional cost per dwelling of around £5,000 per unit (allocated on a price per m2 basis). 
Please note that the independent cost consultant has advised £7,500 as extra cost per unit 
to install the air source heat pumps, indicating our allowance is not excessive.  
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Given Phase 1 has been built and is complete, we have assessed build cost on a phased 
basis to reflect the build costs at the time of construction for Phase 1. As such, a build cost 
for Phase 1 of £1,244 per m2 has been adopted, which is the BCIS generally median figure 
rebased to Q1 of 2020. The additional works for the enhanced strip foundations required on 
this site have been added at a further £11.00 per m2 to give an overall build cost of £1,255 
per m2. For Phases 2 and 4, a basic build cost of £1,317 per m2 has been adopted, which is 
the average BCIS generally median. A further £11.00 per m2 has been added to allow for 
the enhanced foundations, this gives an overall build cost of £1,328 per m2. Finally, a basic 
build cost of £1,317 per m2 has been adopted for Phase 3, with a further £11.00 per m2 for 
enhanced foundations and £50.20 per m2 for air source heat pumps. This gives an overall 
build cost of £1,378 per m2.  
 
By way of comparison with the independent cost consultant, their calculations and costs 
show that overall build cost is £1,368 per m2 (£127 per ft2), plus the additional cost of air 
source heat pumps at £7,500 per unit. They have not made any allowance for enhanced 
foundations, based, we understand, on the assumptions they were instructed to make. As 
such, this demonstrates that even with our adjusted methodology of adopting the generally 
median cost per m2 from BCIS, we have not overestimated the costs and they are realistic 
and appropriate for this development.  
 
The build cost for the integral garages has been allowed for in the overall build cost for the 
relevant units, however we have allocated a separate capital cost for the attached and 
detached garages which are based upon actual build costs of similar schemes by the 
developer in the area. No additional capital cost for enhanced foundations for the garages 
has been allowed for given that they are simple structures and therefore don’t require wider 
strip foundations. Again, our costs are below the cost consultant’s calculated levels. 
 
In our calculations, we have calculated externals based on the actual requirements on site 
as opposed to a fixed percentage of build cost. The independent cost consultant has done 
the same. We have compared his costs on a cost per m2 with our externals of £402.43 per 
m2. In percentage terms, our externals are 28% of build costs, whereas the cost consultant’s 
are 35% of build cost. Again, this demonstrates that our figures adopted in the calculations, 
which are underpinned by Ashwood Homes’ actual costs on Phase 1, have not been 
overestimated and, if anything, are lower than they should be. 
 
The costs for SUDs has been provided by the Client, this includes the acquisition of the land 
for the lagoon. We have allocated the cost of pump and pipe work on a cost per unit basis 
across the whole allocation. Phase 1 only required a pump and pipe work, with the remainder 
of the SUDs cost allocated to Phase 2. Even though the infrastructure will support Phase 3, 
the cost of installation is within the timescale of Phase 2. 
 
A basic road construction cost of £2,800 per linear metre has been used for the main spine 
road for the whole allocation given it’s much wider than normal adopted roads. £2,300 per 
linear metre has been used for the adopted road with footpaths both sides, £2,100 per linear 
metre has been used for adopted roads with footpath one side, £1,900 per linear metre has 
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been used for adopted standard road with no footpath and £1,500 per linear metre has been 
used for private roads. These costs are based upon figures from developments in the local 
area and are considered appropriate. Due to the ground conditions, Geotextile and Geogrid 
will also be required, as well as additional stone, rates for these have been provided by the 
Client.  
 
The rates for dewatering have been provided by the Client and are from other sites in the 
area, and are also deemed appropriate for this site. The Client has also provided costs for 
the foul pump stations and rising main and costs for the groundworks for the substations.  
 
The costs for the LAPs and LEAPs have been estimated, but have previously been accepted 
on other sites in the area. We have also estimated the cost of constructing the community 
facilities at £500,000 (as opposed to the cost assessor’s figure in excess of £1,000,000) 
because we have netted down for the value benefit of the stable element to be let for 
commercial use. 
 
Other costs adopted, including 6% for Design & Professional Fees, 2.5% Contingency, site 
set up and welfare costs, costs for driveways, plot specific external works of £2,500 per plot, 
3% for marketing, £750 for legals and an interest rate of 6.25% have all been previously 
accepted on sites in this area.  
 
Services 
 
The cost of normal service provision to each unit i.e. electricity connection, water connection, 
sewer connection, and water infrastructure charges and ancillary costs such as BT conduit, 
are included within the BCIS total build figure. However, there are additional service 
provision costs which are not allowed for in BCIS.  
 
It is estimated that 5 substations will be required across the whole allocation, the cost of the 
groundworks will be the responsibility of the developer, therefore a cost of £20,000 per 
substation has been used.  
 
Two foul pumping stations with rising main will be required, one to serve Phases 1 and 2 
and one for the remainder of the development. This does mean that Phases 1 and 2 will be 
fronting a significant cost for this provision.  
 
Finally, an additional cost of £500 per unit for electric vehicle charging points on Phases 2 
and 3 and £5,000 per unit extra over usual heating system costs for air source heat pumps 
on Phase 3 has been adopted to reflect the changing sustainable energy provision 
requirements which aren’t yet reflected in BCIS figures.    
 
These costs have all been provided by the Client and are deemed reasonable given the 
scale of development.  
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S106 Contributions 
 
A previous viability assessment conducted by the Client has resulted in the removal of 
affordable housing on Phases 1 and 2. It has been assumed that the standard policy 
provision of 25% affordable housing will be required on Phase 3, split in the usual way as 
70% affordable rented and 30% shared ownership. We have assessed the income from 
these on the basis of 60% of market value.  
 
In addition, Ashwood Homes are proposing a further 100 affordable units, known as Phase 
4, to be built alongside Phase 2, split 50:50 between affordable rented and shared 
ownership. We have assessed the income from these based upon the actual offer received 
from the Housing Association, which is £18,975,000. We have done this by adjusting the 
yield on the HCA DAT spreadsheet to produce an income from affordable housing at 
approximately this level. 
 
The specific S106 cash contributions for this site have been proposed by Ashwood Homes 
and depart from the standard requests by SHDC as a result of previous viability work. These 
cash contributions include a Call Connect Bus Contribution of £40,000, Call Connect Bus 
Maintenance of £290,000, Primary School Contribution of £2,159,920 and Traffic Signal 
Improvement Contribution of £150,000. In addition, they will provide land for the school, gift 
the Parish Council a finished shell of Manor Farm for community use and let refurbished 
Manor Farm House Stables as community shop units.  
 
The details of these payments are outlined on Appendix IV. At present, the Client has 
paused development short of the first trigger because of the viability constraints on the site.  
 
Planning 
 
It is understood that this appraisal is to establish the viability of development of the site 
having regard to the requirements for affordable housing and potential other Section 106 
planning requirements in connection with residential development on the whole allocation. 
Whilst the focus is on the first 315 units i.e. Phases 1 and 2 in terms of S106 cash 
contributions, the remainder of the allocation has been assessed to demonstrate that costs 
are not being unnecessarily front-loaded onto Phases 1 and 2 and that the whole allocation 
on the basis of requested S106 contributions is not viable. For the purposes of this appraisal 
it is assumed that consent for Phases 2 and 3 would be approved in accordance with the 
plans in this appraisal.  

 
Condition 
 
The site is a greenfield development site previously used for agriculture with construction of 
Phase 1 now complete. No development work on Phases 2, 3 and 4 has yet commenced. 
Any structures on site will be demolished as part of the scheme, except for the former 
farmhouse and outbuildings to be used for community facilities and thus their existing 
condition is factored into the anticipated cost utilised for their refurbishment, which is only 
an estimate at this stage until their precise use is known.    
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General Comments 
 
This appraisal is to ascertain the viability of the proposed scheme in relation to the current 
and intended form of development and standard affordable housing provision for Phase 3 
by way of calculating the residential land value and comparison of this with a BLV.  

 
The principle appraisal for the whole allocation is on the basis of 900 units split into 4 phases, 
with Phase 1 comprising 98 units and being completed, Phase 2 comprising 217 units, 
Phase 3 comprising 485 units and Phase 4 comprising 100 affordable units only. The 
housing mixes for each phase have been deduced from the proposed plans, copies of which 
are in Appendix II, and have also been provided by the Client. The model for the whole site 
reflects no affordable housing on Phases 1 and 2 as this requirement was removed as a 
result of a historic viability assessment, with then 25% affordable housing on Phase 3, and 
a total of £2,639,920 S106 cash contributions.  
 
Thereafter, we have appraised the site with the 42 affordable houses within Phase 3 having 
been removed, but still keeping Phase 4 as entirely affordable, and all other cash S106 
contributions, except the £5,000 already paid, having been removed as well. 

 
Market conditions for development are currently such that viability for many schemes is 
marginal. We have adopted a developer’s profit level of 17.5% which is considered to be the 
minimum level a developer would consider undertaking this scheme, given the scale of the 
scheme, infrastructure requirements and current market conditions. A profit level of 6% for 
affordable housing has also been adopted. 

 
Having undertaken valuations of the various dwelling types to arrive at the market values 
set out within Appendix III, and calculating affordable rent levels, analysis was undertaken 
utilising the HCA Development Appraisal Tool, the results of which are explained below. 
 
Appraisal Outputs 
 
The full output of the HCA DAT tool for the whole allocation is set out within Appendix V i.e. 
900 units with no affordable housing on Phases 1 and 2, 25% affordable housing on Phase 
3, with 100 further affordable units as Phase 4, and S106 cash contributions totalling 
£2,644,920. This scheme produces a deficit of £10,376,046.  
 
If the affordable housing within Phase 3 and all S106 cash contributions are removed, except 
the £5,000 already paid, this still results in a significant deficit of £7,731,615. The output for 
this appraisal is within Appendix VI.  
 
Justification for Viability Assessment 
 
During viability testing which helped formulate the South East Lincolnshire Local Plan, 
various typologies were tested which resulted in a positive viability position with planning 
policies applied, rather than the deficit that is shown for the site at Holbeach Meadows. As 
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per the Planning Practice Guidance, it is necessary to investigate why there is such a 
difference between these two positions, therefore we have compared the closest typology 
used in 2017 i.e. greenfield site for 150 dwellings with the whole allocation at Holbeach 
Meadows. We have adopted the percentages and values per unit accepted in the Local Plan 
Viability and applied them to a site of 900 units to get a direct comparison on costs. The 
differences are highlighted below: 
 

Appraisal Input 2017 Viability Study 
(Rates/Percentages for 150 
dwellings) 

Holbeach Meadows (900 
dwellings) 

Density 30 dwellings per Ha 22 dwellings per Ha 
Average Value £1,900 per m2 Phase 1 £2,266 per m2 

Phase 2 £2,338 per m2 
Phase 3 £2,277 per m2 

Average Dwelling Size 100m2 94m2 

Build Cost £911 per m2 Phase 1 £1,255 per m2 

Phase 2 £1,328 per m2 

Phase 3 £1,378 per m2 

Phase 4 £1,328 per m2 

Externals £11,356,524 (10% on build cost) £33,891,455 (28% on build 
cost) 

Contingency 3% on build cost 2.5% on build cost 
Professional Fees 7% on build cost 6% on build cost 
S106 Up to £5,000 per dwelling £2,938.80 per dwelling 
Sales/Marketing 3% on revenue 3% on revenue 
Developer Profit 17.5% Market, 6% Affordable 17.5% Market, 6% Affordable 
BLV £300,000 per Ha £275,000 per Ha 
Abnormals £9,000,000 (£10,000 per unit) Included with externals  

  
The main points affecting the viability position for the site at Holbeach Meadows in 
comparison with the Local Plan position are as follows: 
 

 The density of the scheme is much lower than assumed in the Local Plan study, which 
has a negative impact on viability. This is mainly because of significant areas of public 
open space, land required for school, the access arrangements (new roundabout) 
and the large spine road.  
 

 The average size of the dwellings at Holbeach Meadows is smaller than those for the 
Local Plan study, reflecting appropriate designs for the site and area, but which 
impacts the viability position by reducing GDV. 
 

 There has been a significant rise in build costs since the Local Plan viability study 
given the time difference and the Covid-19 pandemic putting additional pressure on 
the supply chain. Since the Local Plan study, there has been a 45% increase on basic 
BCIS build cost, but in order to deliver the site safely wider strip foundations were 
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required on Phase 1 and will be required for the remainder of the site, adding a further 
£11 per m2 or 1% to build cost. The Local Plan Viability Study did not allow for 
enhanced foundations.  
 
Furthermore, given the changing minimum EPC requirements coming in from 2030, 
it has been recommended that air source heat pumps are installed to provide greener 
energy, the costs for this are not yet modelled in BCIS, therefore an additional £5,000 
per unit has been allowed for in Phase 3, which equates to just over £50 per m2. This 
gives an overall percentage increase of 51.3% on the costs used for the Local Plan 
viability study for Phase 3. 
 

 The sales values are between 19.3% and 23.1% higher on a price per m2 basis than 
the figures used the in the Local Plan viability study, and this is reasonable 
considering price inflation since 2017. The values adopted for Holbeach Meadows 
are based on what has been achieved on Phase 1 and other Ashwood Homes sites 
in the area and other evidence, with particular focus on more recent sales evidence; 
this constitutes clear and strong evidence to justify the values adopted. 
 
However, the rise in build costs significantly outweighs the rise in sale values and this 
puts increased pressure on the viability position. 
 

 There is clearly a difference between the way externals and abnormals have been 
categorised with externals in the Local Plan study totalling 10% on build cost and 
abnormals totalling £10,000 per unit. We have analysed on the basis of all externals 
and abnormal costs given that abnormals usually relate to groundworks. Our 
calculation is that externals and abnormals equate to 28% of build cost. Applying 
these figures combined to a site of 900 units would give figures for the Local Plan 
study of £20,356,524 for externals and abnormals, compared with £32,846,855 for 
externals and abnormals at Holbeach Meadows, this is an overall difference of 
around £12,490,331.  
 
The increased costs are due to the fact the Local Plan study doesn’t model the 
provision of garages, and the additional on-site costs which are in place to satisfy 
planning conditions relating to Flood Risk which enable the site to be safely 
developed i.e. dewatering, Geotextile, Geogrid and additional stone to road, 
enhanced foundations and SUDs.  
 

The factors above combined result in a different viability position compared with the Local 
Plan whole viability study, and thus results in the need to revisit the viability position in order 
for the development to be delivered.  
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SENSITIVITY ANALYSIS 
 

A change of +5% or -5% in build costs on Phases 2, 3 and 4 and a change of +5% or -5% 
in Gross Development Value on Phases 2 and 3 has been considered to assess the 
sensitivity of the scheme to such changes. As development and sales of Phase 1 is 
complete, the prices achieved and the build cost can’t be changed. Furthermore, as the 
contribution from a Housing Association for Phase 4 is based on a precise offer, we have 
not altered the value of this in our sensitivity analysis. 
 
The effects reflected in the model with no affordable housing in Phase 3 and no S106 cash 
contributions, except the £5,000 already paid, is shown in the table below: 
 
 At BCIS Level +5% -5% 
GDV at Evidence 
Level 

-£7,731,615 -£10,730,524 -£4,870,222 

+5% 
 

-£4,628,611 -£7,474,371 -£1,857,212 

-5% 
 

-£11,035,303 -£14,161,673 -£7,993,633 
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CONCLUSIONS 
 
Appraisal Conclusions 
 
We are of the opinion that the scheme for the whole allocation i.e. 900 units split into Phase 
1 (98 units), Phase 2 (217 units), Phase 3 (485 units) and Phase 4 (100 affordable units) 
with 25% affordable housing in Phase 3 and the affordable housing that makes up Phase 4, 
and S106 cash contributions totalling £2,644,920 will show a financial deficit (present value) 
of £10,376,046, based upon the market value of the proposed and completed units, the 
projected costs and profit level adopted within the appraisal and BLV for the site of 
£11,300,000. We have assessed the scheme as a whole in order to demonstrate that costs 
are not being unnecessarily front-loaded onto earlier phases. 
 
We are further of the opinion that if the scheme had no affordable housing provision within 
Phase 3 (but kept Phase 4 as entirely affordable) and all S106 cash contributions were 
removed, except the £5,000 already paid, there is still a significant deficit (present value) of 
£7,731,615.  
 
As such, the site is clearly not viable for development on the basis of the provision of the 
affordable housing and S106 cash contributions at the level appraised within this FVA. If the 
requirement for affordable housing in Phase 3 and S106 cash contributions  were removed, 
the site still appears non viable due to the significant costs associated with delivering this 
site. However, even in our second model the site would still deliver approximately 17% 
affordable housing i.e. the 100 units in Phase 4, land for the school, and a refurbished 
building for use by the community.  
 
The deficit that our model indicates is one where in most cases a developer would not be 
able to deliver the development. In this case, Ashwood Homes have an actual land cost 
below the Benchmark Land Value that is appropriate to use for viability modelling purposes. 
The Group acquired the land as agricultural land which they have previously farmed, and 
thus their cost of acquisition is agricultural value, plus the development overage payment to 
the previous owners imposed at the time of acquisition. The sum is sufficiently below BLV 
that there is a landowner’s profit value that will cushion the deficit, and in this instance 
assisting them to deliver the scheme at a sufficient return to satisfy funding requirements.   
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Signature 
 
We confirm that we have carried out the appraisal as set out in this report. 
 
John Maxey 
 
J R MAXEY MA (Cantab) FRICS FAAV RICS Registered Valuer 
For and on behalf of Maxey Grounds & Co LLP 
 
Victoria McIlroy 
 
V J McIlroy BSc (Hons) MRICS FAAV RICS Registered Valuer 
For and on behalf of Maxey Grounds & Co LLP 
 
Date of Report: 19th October 2022 
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APPENDICES 
 
Appendix I – Copy of Original Instruction Correspondence 
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Appendix II – Copies of Plans and Photographs 
 

Site Plan for Phase 1 (98 Units) 
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Masterplan for Phases 1 and 2 (315 Units)  
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Masterplan for Whole Allocation (Phases 1 & 2 detailed) 
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Housing Mix for Part of Phase 3 and Phase 4 
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Housing Mix for Part of Phase 3 
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Dee Type 

 
 
Holland Type 
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Sparta Type 

 
 
Aire Type 
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Avon Type 

 
 
Coronation Type 
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Lock Type 

 
 
Mere Type 
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Ribble Type 

 
 
Bain Type 
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Severn Type 
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Harren Type 

 
 
Balmoral Type 
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Tay Type 

 
 
Humber Type  
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Medway Type 
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Ouse Type 

 
 
Tamar Type 
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Barrowby Type 
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Appendix III – Schedule of Comparable Evidence 
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Appendix IV – Costs, Values and Other Assumptions Adopted and S106 Requirements 
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Appendix V – HCA Appraisal Tool Output – 900 Units with 25% Affordable 
Housing in Phase 3 Plus 100 Affordable Units (Phase 4) and S106 Cash 
Contributions 
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Appendix VI – HCA Appraisal Tool Output – 900 Units with No Affordable 
Housing in Phase 3 but 100 Affordable Units (Phase 4) and no S106 Cash 
Contributions Except the £5,000 Already Paid 
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Extracts from Independent Cost Assessment from Two Two Five Ltd 
 

Summary of Phases 1 and 2 (315 Units) 
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Double Garage Breakdown 
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Single Garage Breakdown 
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Cost Breakdown of House Type – Lock (Example) 
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Cost Breakdown – Externals 
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Cost Breakdown – Prelims 
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