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1.0 Introduction 

Further to our initial viability report submitted on behalf of our clients Holbeck Homes 

(Cartmel) Limited in January 2019, we have now had the opportunity to review the Lambert 

Smith Hampton (LSH) Financial Viability Assessment Review, completed in May 2019 when 

considering our clients planning application and set out below our detailed response.  

We have considered these appraisal inputs in further detail and set out below our response 

as appropriate. Finally we have considered the impact of the amended inputs on the overall 

viability and attached an updated appraisal summary at Appendix 1 of this report.  

 

2.0 Build Cost 

LSH discuss the appropriate level of base build cost from para 4.25 to para 4.38 of their 

report. For the housing units they state that BCIS costs are a useful starting point but as the 

data includes significant proportions of wholly affordable housing schemes which will 

typically have greater costs than private residential schemes and therefore they advocate 

lower costs for private developer schemes, particularly for large scale developers.  

GDS would draw attention to the following paragraph from NPPG 2018 (para 012) which 

states: 

“How should costs be defined for the purpose of viability assessment?” 

Costs include: 

 build costs based on appropriate data, for example that of the Building 
Cost Information Service 
 

In addition we would disagree with the LSH approach to calculating the base build cost as: 

1. The site in question is neither large or being developed by a large regional or national 

housebuilder.   

 

2.  Whilst affordable housing schemes do have different specification requirements to 

private developers however the average unit size of a comparable 2 and 3 bedroom 

properties clearly show that on affordable schemes the dwellings are significantly 

larger and therefore the cost when calculated on a £/ft² basis will be reduced as the 

cost of items such as kitchens and bathrooms is spread over a larger unit area.  

 

3. In addition 100% affordable schemes are effectively pre sold and therefore are built 

out at the most efficient rate. The level of preliminarily costs will therefore be lower 

than on a comparable private development which will reduce total base build cost. 

LSH make reference to having alternative local evidence to the BCIS data which would 

support lower build costs however no details have been provided and it is unclear if this is of 

completed schemes or merely other negotiated viability appraisals which are therefore not 

based on actual costs.  

At para 4.27 LSH also state that “At the time of writing we have seen a significant 

increase in BCIS costs of the past 12 to 18 months. This increase has been greater 

than the rate of increase seen in representative local build costs.  
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This statement is not supported by the actual change in BCIS costs. LSH confirm the BCIS 

cost for 2 storey estate housing as at the 31st May 2019 for the South Lakeland District was 

£1,031m2, (lower quartile) and £1156/m² for the median. The same index when rebased to 

Q4 of 2017 is £1,021m² and £1,144m². A copy of the BCIS index for Q4 2018 is included at 

Appendix 2. This represents an increase of just 1% over an 18 month period, i.e. an annual 

inflation level of 0.67%. We would contend that this is actually lower than the build cost 

inflation rate experienced in the local area.  

LSH go on to state that “Typically we are now finding that for any scheme of more than 

ten houses most housebuilders are able to build at below BCIS lower quartile index 

figures for estate housing. Larger schemes are expected to be capable of being built 

at well below these rates” Again this statement is not supported by any evidence and is 

not consistent with our own experience.  

They then refer to an areas wide study they completed in April 2018 in the Lancaster area 

where they proposed base build costs of between £78/ft² (£839.60/m²) for 50 unit schemes  

to 87/ft² (£936.47/m²) for smaller 15 unit schemes based on an average specification for the 

Lancaster area. It is our understanding that these costs were again based on LSH’s own 

cost evidence database and not with any reference to the BCIS data but to date no details 

have not been provided to support their assumptions and we have previously raised our 

significant concerns regarding these costs and how they have been assessed with LSH on 

behalf of other clients with interests in the Lancaster area.  

Given the LSH cost assumptions for Lancaster were not based on BCIS costs their approach 

to uplift these costs to current levels and to the South Lakeland District by reference to BCIS 

cost data is an unusual, confused and contrived approach.  

The adopted GDS build cost is made up of 2 main elements: 

 Base build cost  

 An allowance for external works which was based on a percentage allowance 

based on the base build cost.  

 

Base Build Cost 

When considering the appropriate level of base build cost the LSH cost makes no allowance 

for: 

1. The remote location of the site and therefore the difficulties with securing labour at 

competitive rates and the impact on the cost of some material.   

2. The specification of the dwellings that would be required to command the proposed 

sales revenues appraised, in terms of the quality of internal fixtures and fittings and 

appliances.  

3. The dwellings proposed are bespoke designs for this project and therefore will be 

more expensive to build given the developer has not built these house types 

elsewhere. They will also incur higher levels of professional fees as they will incur 

higher levels of design costs.  

4. In addition the external materials proposed for the dwellings will include the use of 

natural stone to the dwellings elevations and natural slate roof coverings which have 

a significant additional cost when compared to either brick and tile or artificial stone 

and artificial slate.  
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In relation to item 4 above we have liaised further with our client who has provided further 

analysis of the impact on cost of utilising natural stone and slate for the external finishes on 

this site over and above widely used good quality artificial alternatives. Details of how these 

costs have been assessed and analysed are provided in Appendix 3 of this report. We would 

point out that these are material costs only and do not include any uplift in cost of labour 

which will also be incurred.   

The additional cost of the proposed roof slate over and above most cost effective alternative 

artificial product across the whole development has therefore been conservatively assessed 

at £281,790.13 which equates to an additional cost of circa £7.0/ft². 

The additional cost of the proposed natural walling stone over and above most cost effective 

alternative artificial product across the whole development has therefore been conservatively 

assessed at £138,706.30 which equates to an additional cost of circa £3.50/ft².  

We would therefore contend that these additional cost items alone support our overall 

assessment of base build cost made in January at £105.17/ft² for the housing element of the 

development given this equates to a base cost of just £94.67/ft² if built to a standard external 

specification using good quality artificial stone and slate products (or brick and tile) as is 

widely accepted elsewhere throughout the northwest region.  

Our client is not a large scale national developer and therefore only has limited economies of 

scale and therefore it is our view that the costs applied are very conservative given the 

specific design and layout requirements of this scheme. We have agreed higher costs in 

many comparable cases, often at median cost and with external works at 15% for sites with 

both lower material costs and more efficient layouts.  

GDS remain of the firm view that utilising BCIS cost information is the most objective way to 

establish build costs in the assessment of viability in planning. 

Furthermore, account needs to be taken of the following statement from RICS Financial 

Viability in Planning both in relation to Build Costs and the Residual Land Value approach, 

which we will refer to further in section 5 of this report. The guidance states that: 

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

particular scheme in question. They should disregard who is the applicant, except in 

exceptional circumstances such as personal planning permissions, as planning 

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

viability appraisals, these should disregard either benefits or disbenefits that are 

unique to the applicant, whether landowner, developer or both; for example, internal 

financing arrangements. The aim should be to reflect industry benchmarks as applied 

to the particular site in question for a planning application or as appropriate for the 

wider area in the context of the preparation of policy or the setting of the CIL charging 

schedules. Clearly, there must be consistency in viability principles and application 

across these interrelated planning matters.” 

Utilising BCIS as an assessment of costs is reasonable and appropriate as it disregards 

anything which is personal to the developer and provides a transparent assessment of 

viability based on industry benchmarks. 

With regard to transparency, RICS Financial Viability in Planning states: 
 
“Practitioners should be reasonable, transparent and fair in objectively undertaking or 
reviewing financial viability assessments”. 
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In light of the lack of any evidence provided by LSH to support an alternative figure we 

remain of the view that the base build costs applied in our original appraisals remains valid 

and in accord with the latest viability guidance. We have therefore maintained the original 

build costs in our revised appraisal in Appendix 1 of this report. 

 

External Works 

The base build cost assumption also directly affects the actual level of the external works 

allowance by reducing the base build cost LSH have also reduced the external works cost. 

As LSH have identified at para 3.4 of their report the development density of the proposed 

scheme is low. The net area is 1.34 ha and therefore equates to 2,739.55m² per ha (11,934 

sq ft per acre), inclusive of the 6 apartments. This density is below the normal expected 

range of site densities, as LSH have acknowledged in their report. When taken together with 

the large areas of open space that will need to be both set out and maintained by the 

development in this case of circa 1.00 ha and the standard of the materials required the 

overall external works cost will be high.  

As previously identified due the need to provide large areas of open space on site the gross 

to net development ratio is just 58.1% which is much lower than is normally the case for sites 

of this scale. A typical gross to net ratio would be 75% to 80% as is widely adopted in many 

area wide viability assessments carried out by councils throughout the region, 75% was also 

the assumption made in the recent South Lakeland DM DPD and CIL Viability Assessment 

completed in September 2017 for which a 15% external works allowance was provided. It 

would therefore follow that for a site specific assessment where there was a significantly 

lower gross to net development ratio the overall external works cost would increase.   

Within the GDS appraisal the external works cost allowance equates to circa £641,000. The 

LSH appraisal is reduced to £604,500 however this reduction gives no consideration to the 

sites layout, density and specification requirements. In addition to the low development 

density as outlined above the site layout proposed includes significantly above average 

lengths of service road, service trenching and drainage, etc. as the site is situated to the rear 

of existing development of Haggs Lane there is a significant additional cost due to the length 

of service road required to reach the frontage of the first houses on the site. In addition there 

is significant additional cost associated with serving the site as 19 of the 33 houses are 

single sided development and 2 other houses are served off a substantial length of private 

drive as they are located behind other plots within the development. In addition 25 of the 

houses have detached garages situated at the rear of the plots and therefore have very long 

driveways. 

Our client has now provided us with further information following their own assessment of 

the external works for the development based on the latest site layout. The total cost, 

(inclusive of those items from the abnormals schedule referred to in section 3 of this report 

and removed by LSH on the basis they should be included in the external works allowance), 

is £1,172,940.56, the full breakdown of the cost is included in Appendix 4 of this report. If the 

abnormal items removed by LSH are stripped out then the “normal” external works cost for 

the site is £995,164.56. Over 50% of this cost is attributable to the cost of constructing the 

roads and sewers, shared drives and street lighting due to the scheme layout proposed.  

Given the above we remain of the view that the overall external works cost from our original 

viability appraisal of £641,000 is very conservative and should be maintained as a minimum 
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reasonable assumption given it is circa £350,000 less than our clients own detailed 

assessment of comparable cost items.  

In addition the items of cost from the site specific abnormals and additional infrastructure 

that have been subject to a detailed independent review and found to be fair and reasonable 

should be maintained. LSH have sort to exclude some costs on the basis that they believe 

an average external cost allowance is sufficient to cover the cost of these items. We will 

address the specific items in more detail in section 3 below, however as highlighted above 

the site is providing an “abnormal” area of open space (almost double that normally provided 

on sites of this scale) and the cost of setting out and maintaining this additional area needs 

to be reflected within the overall development cost.  

 

3.0 Abnormal Costs 

The schedule of initial abnormal costs has been subject to a detailed independent review 
following the submission of a detailed breakdown of costs by our client.  
 
Whilst the independent QS report fundamentally agreed the level of abnormal costs, LSH 
have subsequently discounted a number of items with a total cost reduction of £183,109 
proposed. The justification for the removal of these items is that, in their opinion, despite the 
independent QS input the items did not constitute legitimate costs and would be covered by 
the standard external works allowance. The items excluded are: 
 

 The cost associated with POS areas 

 Landscape maintenance cost 

 Visibility splay costs 

 Decorative railings  

 Stone walls 
 
As outlined in section 2 above the site as proposed provides substantially larger areas of 
open space than would normally be required under the council’s planning policy. This is due 
to the need to include areas for: 
 

 the creation of suitably sized drainage swales 

 the creation of a large landscape buffer from the nearby woodland areas 
 
These areas will be subject private management and maintenance which will need to be set 

up and then initially managed entirely at the developers cost during the initial construction 

and sales period until the management company and be handed over at the end of the 

development. Give the relatively small number of dwellings in relation to the scale of the 

areas to be managed and maintained the costs are not fairly reflected within the standard 

external works allowance as detailed in section 2 above. We would therefore maintain that 

the additional cost identified for the POS space of £19,421 and Landscape Maintenance of 

£6,900 should be maintained within the viability appraisal, given they represent an increase 

to the average external allowance of circa 0.6%. 

In relation to the site visibility splay cost again LSH comment that they do not consider these 

works to be abnormal in nature. Whilst we accept that any development will have to provide 

a vehicle entrance it is not a normal cost to have to demolish and rebuild natural stone walls 

to create the entrance. We would therefore propose that the current cost allowance is 

reduced to £31,000 to reflect this.    
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Railings and feature stone walling has also been excluded by LSH on the basis that the cost 
of these works should be included within the standard site externals and infrastructure cost. 
Whilst LSH state that these costs are part of what is required in terms of design within the 
Lake District area compared to other parts of the North West and should not be viewed as 
abnormal costs nevertheless they are a cost which if not accounted for within the “site 
specific abnormals” then need to be considered within the overall external works cost 
allowance. At present the overall allowance made by LSH £605,500 is insufficient for the full 
extent of the external works proposed on this site. 
 
When appraising sites regardless of geographical location the GDS approach is to assess 
the external costs based on the application of a percentage uplift, (typically 12% to 15% for 
standard layout costs) and then supplement this by reference to the site specific constraints 
and requirements. We would not include stone screen walls within a normal percentage 
uplift, standard cost allowances would be assessed on the basis of close boarded fences or 
similar at a much lower cost. We do however accept that the cost of fencing would form part 
of a standard external works allowance and therefore a reduction in the cost of screen 
walling should be made to offset this to £85,000. 
 
Similarly a standard assessment of external costs would not include for the provision of 
metal railings. If these had been included then the total cost of external works percentage 
allowance would have been increased to reflect these items. We have therefore maintained 
the £10,000 cost allowance for this item.  
 
Finally it should be noted that the maintenance costs per dwelling required to be paid by to 
the management company will be significant for standard housing units and are likely to 
have a negative impact on both sales values and sales rates. We will refer to this further in 
Section 5 below.  
 
 

4.0 CIL Cost 

LSH have proposed a lower CIL contribution of £265,270 than that included within our 

original appraisal of £271,514. We can confirm that the CIL cost had been agreed with the 

Council and was based on the last financial years CIL rate. LSH have based their calculation 

on the GIA of the 39 dwellings as confirmed in our report however this area does not include 

the common circulation areas of the apartment block which also attract CIL contributions.  

 

5.0 Net Sales Values and Sales Rate 

Within their report LSH refer to comparable sales on sites developed by Applethwaite 

Homes at Allithwaite the Russell Armer site at Oversands View and the Wainhomes site at 

Shoreside Grange-Over-Sands. Based on their analysis of these sites they seek to justify an 

increase in the net sales values adopted in the GDS appraisal despite these values being 

supported by two independent agent’s valuation reports and also despite marginally lower 

values being agreed last year.  

If we consider the Applethwaite Homes site at Allithwaite, clearly this is familiar to our clients 

and they have been able to confirm some additional details relating to the net sales values 

which are relevant to the LSH analysis not just for this but also the other sites.  

As LSH have set out this is a site of just 18 units. From the 18th December 2017 to 20th 

December 2018 (12 months) 9 sales were completed, a sales rate of 0.75 units per month.  
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This is substantially lower than the sales rate assumed within the GDS appraisal where we 

have assumed a sales period of 22 months (1.77 units per month) for a significantly larger 

site.  

For the Russell Armer site LSH have analysed 27 sales including bungalows. The sales 

period runs from 23rd October 2015 to the 3 August 2018, which is a period of 33 months 

and therefore equates to 0.82 units per month. In addition as LSH have also identified the 

last 8 sales which included 1 bungalow occurred of a period between June 2017 and August 

2018, a 14 month period and therefore a sales rate of just 0.57 per month.  

For the Wainhomes site only 2 sales were achieved and therefore a meaningful conclusion 

on sales rates cannot be made.  

Given the current market conditions and the wider economic uncertainty due to the 

continued delay of any decision on Brexit we would expect sales rates to be generally 

negatively impacted compared to those achieved of the last few years. The overall sales rate 

in our appraisal has to be considered alongside the assumption on net sales values. To 

achieve a higher sales rate then a developer will need to accept lower net sales values 

through either a direct reduction in price or the provision of greater levels of sales incentives. 

In relation to sales incentives LSH have assumed that these would average 3% when 

arriving at net sales values for the sites they have analysed. We are however able to confirm 

that for the Applethwaite site at Jack Hill the level of actual incentives provided was on 

average much higher. Incentive packages typically included the inclusion of carpets and 

curtains, additional plot turfing and landscaping and the payment of legal costs. Incentives 

therefore ranged between 5% and 7% on this site.  

As referred to in section 3 of this report due to the large areas of open space within the 

development the maintenance costs per dwelling required to be paid by to the management 

company post completion of the scheme will be significant and are likely to have a negative 

impact on both sales values and the sales rate. 

To address the Carmel sales market itself we have also obtained independent advice from 

two local agents who have also reported on achievable net sales values for the site. These 

reports have been made available to LSH and we have broadly adopted their valuation 

advice when completing our viability appraisal.  

Given the actual level of incentive packages and the much slower sales rate achieved on 

sites within the locality we remain of the view that the net sales values adopted within our 

appraisal is realistic and that the sales rate adopted is in fact optimistic and therefore the 

increased net sales values proposed by LSH are not justified and they should reconsider 

their position on net sales values.  

 

6.0 Sales and Marketing Costs 

The level of sales and marketing budgets is also influenced by the local and wider market 

conditions and the likely rate of sale achievable on a site. As is evidenced in Section 5 above 

the rate of sales in the area for comparable sites is low. This will lead to higher sales staffing 

costs and overheads. It will also result in a longer marketing period and therefore larger 

marketing and advertising costs. The overall sales and marketing budget proposed within 

our appraisal is therefore in our view conservative given we have only adopted our standard 

allowances and there is clearly a strong argument for the budget being increased and not 
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decreased as is currently being proposed by LSH. We have therefore maintained our sales 

and marketing budgets in order to achieve the sales rates appraised. 

 

7.0 Conclusions 

As outlined above the net sales values adopted in our original viability report have been 

confirmed by 2 independent agent reports and reflect the sales rate adopted within our 

appraisal which is significantly more optimistic than that actually achieved on comparable 

sites. Furthermore the actual level of sale incentive packages provided on our clients 

comparable site was significantly higher that that assumed by LSH. We have therefore 

maintained our original assessment of net sales values in our updated appraisal. 

The base build costs and external works have been maintained as assessed in our original 

assessment, given the high material specifications, low development density, low gross to 

net development area and the specific layout constraints.  

Abnormal costs have been adopted based on the known site ground conditions and physical 

constraints and a more detailed assessment of cost by our client and their consultants. We 

have made appropriate deductions to the cost of creation of the visibility splay and the stone 

screen wall allowances as set out in section 3 above.  

In light of the above we remain of the view that viability is a serious concern for the 

development and will remain so even after making the various adjustments to development 

costs as outlined above and as set out in the revised appraisal at Appendix 1.  

With no allowance for any other S106 contributions the residual land value of £790,000 at 

the very conservative target return of 20% of GDV for the market housing appraisal is still 

significantly below the previously assessed benchmark market land value for the site and the 

value adopted by LSH of £1,123,650. This being the case there is still no surplus available 

for developer contributions on this site.  
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Appendix 1 

Revised Financial Appraisal 

Assuming Zero S106 Contributions 
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REVENUE  File: Cartmel, Haggs Lane:  June 19   

    Type B 2 Bed Semi Detached 753 Sq Ft  2 units at 197,500.00 ea. 

  

395,000 

  Type L 2 Bed Semi Detached 898 Sq Ft  2 units at 240,000.00 ea. 

  

480,000 

  Type D 3 Bed Semi Detached 924 Sq Ft  4 units at 247,500.00 ea. 

  

990,000 

  Type E 3 Bed Detached 1026 Sq Ft  8 units at 285,000.00 ea. 

  

2,280,000 

  Type F 4 Bed Detached 1108 Sq Ft  5 units at 300,000.00 ea. 

  

1,500,000 

  Type G 4 Bedroom Detached 1209 Sq Ft  4 units at 325,000.00 ea. 

  

1,300,000 

  Type H 4 Bedroom Detached 1276 Sq Ft  4 units at 340,000.00 ea. 

  

1,360,000 

  Type J 4 Bedroom Detached 1340 Sq Ft  4 units at 365,000.00 ea. 

  

1,460,000 

  Apartment Type One 1 Bed 563 Sq Ft  2 units at 155,000.00 ea. 

  

310,000 

  Apartment Type Two 1 Bed 575 Sq Ft  2 units at 157,500.00 ea. 

  

315,000 

  Apartment Type Three 1 Bed 596 Sq Ft  2 units at 160,000.00 ea.     320,000 

 

  

 REVENUE 

 

10,710,000 

 

       COSTS         

  Site Value 

 

790,000 

    Site Stamp Duty 

 

29,000 

    Site Legal Fees  at 1.00% 7,900 

    Site Agency Fees  at 1.50% 11,850 

   

  

 Site Costs 

 

838,750 

 

       Cil Payment 

 

271,512 

   

  

 Initial Payments 

 

271,512 

 

       Apartments Construction Cost  3,934.00 sq-ft at 140.65 psf 553,317 

    Housing Construction Cost  36,046.00 sq-ft at 120.94 psf 4,359,403 

    Single Detached Garages  25 units at 8,000.00 ea. 200,000 

    Pumping Station Surface Water 

 

80,000 

    Rising Main Surface Water 

 

10,000 

    Off Site Drainage Works 

 

12,000 

    Pos Landscaping 

 

26,321 

    Creation Of Swales 

 

61,875 

    Earth Works (embankment Grade) 

 

123,737 

    Stone Walling For Visibility Splay 

 

31,000 

    Retaining Walls 

 

128,735 

    Railings 

 

10,000 

    Abnormal Foundations 

 

309,249 

    Archaeology 

 

10,689 

    Service Lowering In Haggs Lane 

 

25,000 

    Feature Stone Walling E/o 

 

85,000 

    Contingency  at 3.00% 180,790 

    Professional Fees  at 8.00% 482,106 
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 Build Costs 

 

6,689,222 

 

       Direct Sale Agents Fee  at 3.50% 374,850 

    Direct Sale Legal Fees  at 0.50% 53,550 

   

  

 Disposal Fees 

 

428,400 

 

       INTEREST  (See CASHFLOW) 

  

339,604 

  7.00% pa  on Debt charged Quarterly and compounded Quarterly 

     Site Costs  Month 1 (Apr 19) 

     Initial Payments  Month 1 (Apr 19) 

     Apartments Construction Cost (bld.)  Month 3 to 29 (Jun 19 - Aug 21) 

     Housing Construction Cost (bld.)  Month 3 to 29 (Jun 19 - Aug 21) 

     Single Detached Garages (bld.)  Month 3 to 29 (Jun 19 - Aug 21) 

     Pumping Station Surface Water  Month 4 to 6 (Jul 19 - Sep 19) 

     Rising Main Surface Water  Month 4 to 6 (Jul 19 - Sep 19) 

     Off Site Drainage Works  Month 4 to 7 (Jul 19 - Oct 19) 

     Pos Landscaping  Month 3 to 10 (Jun 19 - Jan 20) 

     Creation Of Swales  Month 3 to 5 (Jun 19 - Aug 19) 

     Earth Works (embankment Grade)  Month 3 to 4 (Jun 19 - Jul 19) 

     Stone Walling For Visibility Splay  Month 3 to 4 (Jun 19 - Jul 19) 

     Retaining Walls  Month 6 to 14 (Sep 19 - May 20) 

     Railings  Month 6 to 7 (Sep 19 - Oct 19) 

     Abnormal Foundations  Month 3 to 12 (Jun 19 - Mar 20) 

     Archaeology  Month 3 to 12 (Jun 19 - Mar 20) 

     Service Lowering In Haggs Lane  Month 3 to 5 (Jun 19 - Aug 19) 

     Feature Stone Walling E/o  Month 3 to 29 (Jun 19 - Aug 21) 

     Contingency  Month 3 to 29 (Jun 19 - Aug 21) 

     Professional Fees  Month 1 to 6 (Apr 19 - Sep 19) 

     Direct Sales  Month 11 to 32 (Feb 20 - Nov 21)       

  PROFIT 2,142,512  COSTS 

 

8,567,488 

  PROFIT/SALE 20.00%  PROFIT/COST 

 

25.01% 

  IRR  N/A 
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Appendix 2 

BCIS Residential Costs Rebased to Q4 2017 
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Appendix 3 

Material Addition Costs: Natural Stone and Slate  
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Appendix 4 

External Works Cost Extracts 
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