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1. Instructions 
This Viability Assessment (VA) is submitted to Folkestone & Hythe District 
Council to support the detailed planning application (Ref: Y19/0866/FH) for the 
development of 41 residential units and 10,000 square feet of commercial units 
on the disused ‘brownfield’ site on Southern Way – hereby referred to as “the 
scheme”. Further details and graphics of the proposed scheme and the current 
site are displayed within Appendix A, in addition to all plans being visible on the 
planning portal. The assessment has been drawn up at the request of Oliver 
James Homes Ltd (“the Applicant”), a small family run property development 
company, in response to the Council’s proposed additional Section 106 
Contributions. The VA has been instructed to be clear and concise, in order to 
transparently reflect the financial realities of the scheme and how further 
Section 106 financial contributions would severely impact the commercial 
viability of the scheme. 
 

2. Report Limitations 
This has been prepared according to RICS valuation guidance, but also reflects 
reasonable site-specific assessments and judgements from independent experts. 
This has been prepared for Section 106 contribution negotiations, and does not 
form part of a formal “Red Book” valuation. 
 

3. Confidentiality 
It is understood that this report is to be made public on the planning portal, and 
has been drafted accordingly, but the report must not be used in any further 
documents (other than to determine the current application / review this report) 
without the express written consent of the Applicant. It is also requested that the 
Appendices to this report remain confidential, expressly used for the viewing of 
those determining and/or consulting upon the current planning application. 
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4. Executive Summary 
This VA has been drawn up to reflect the development economics of the 
aforementioned site, demonstrating the minimal developer profit margin on the 
scheme at present, and thus the fact that any further form of Section 106 
Contributions aside from those factored into financial appraisals (details of these 
described within Section 5) would render a scheme with limited viability 
currently, completely commercially unviable. 
 
The results of this financial assessment are demonstrated within Table 1 below. 
This has compared Residual Land Value to the Site Value Benchmark to ascertain 
a surplus or deficit. As per RICS guidelines, the scheme would only be considered 
commercially viable if there is a surplus demonstrated (ie the Residual Land 
Value exceeds the Site Value Benchmark). Full methodology of this analysis is 
explained within Section 6. 
 

Table 1: Viability Assessment Summary 
  

Total GDV £11,419,926 
(Total Costs) (£10,889,512) 
Residual Value £530,414 
    
Benchmark Value £850,000 
    
Surplus / (Deficit) (£319,586) 

  
Developer Profit 15% 

 
 
The generally accepted ‘fair’ Developer Profit (Return) within the industry and 
from expert feedback is between 15% and 20% profit on Gross Development 
Value (GDV). This scheme has a number of additional costs related to 
contamination and ecology issues (Section 6.6.2), whilst also having experienced 
several planning delays, and as such the Applicant is prepared to accept the very 
minimum of this range at 15% profit on GDV. They have invested a great deal of 
time and finances into the scheme and remain committed to regenerating an 
area of Folkestone that has seen little investment in recent years. 
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However, Table 1 demonstrates that even with no additional Section 106 financial 
contributions (in addition to those summarised in Section 5), the scheme is 
commercially unviable in terms of current market conditions. In spite of this, the 
Applicant remains committed to providing 30% affordable housing in line with 
their corporate values, and to assist the Council with their strategic aims of 
providing much needed housing. However, further Section 106 Contributions 
would only serve to increase the costs on an already unviable scheme, to the 
point at which obtaining finance for developing the scheme would be financially 
impossible. 
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5. Planned ‘Community Impacting Investments’ 
As a side note to the commercial viability of the scheme, it is worth also noting 
the pre-existing investments this scheme will contribute towards the local 
community. The scheme has already incorporated four community impacting 
aspects into the scheme, investing in these to promote a development that 
enhances the local area through biodiversity, amenities, and affordable housing. 
 

5.1 Affordable Housing Provision 
 Over 30% of the residential units built on the scheme will be made affordable. 
As per market experts’ analysis (Appendix B) these units would have a value 
equating to 60% of that of the equivalent market unit. This is a 40% impact on 
revenues for 13 units, and a significant financial contribution to the area 
amounting to a £1,289,804 reduction in GDV for the scheme. Whether these are 
socially rented or intermediate housing depends on Folkestone & Hythe’s tenure 
split and strategic objectives, so no assumptions have been made according to 
this. 
 

5.2 Biodiversity 
Through the ecological consultation and assessment of the scheme, a significant 
reptile population was discovered and limited invertebrate activity. Therefore, in 
order to greatly improve the biodiversity of the site, a large space of circa 230m2 
was designated as an invertebrate wildlife habitat. This will provide a protected 
and maintained area of optimal conditions for native invertebrates on the site. 
 
Furthermore, many bat and starling boxes have been planned all over the site 
(Appendix B), as well as long areas of strategically designed hedgerows in order 
to promote commuting and foraging opportunities on site. 
 
Finally, the reptile population will be translocated off-site to the Vinters Nature 
Reserve. In order to facilitate this, the Applicant has worked extensively with 
Greenspace Ecology in order to form an agreement to financially contribute to 
the Reserve so that a large space of the reserve can be transformed into optimal 
conditions for reptiles, which will then be monitored and maintained. This will 
accommodate a large translocation effort to move all the reptiles on site, 
serving to improve the biodiversity of the Vinters Nature Reserve, fund their 
sustainable development over many years, and protect the reptiles on site. 
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The fixed costs and estimates for relevant landscaping works represent a cost to 
the Applicant of £110,000. 
 

5.3 Amenities 
The scheme incorporates an above standard provision of parking for all houses 
(market and affordable) and commercial units. Furthermore, the commercial 
units represent a large source of employment for the local area 
 

5.4 Financial Summary 
The estimated costs of the Affordable Housing provided and Biodiversity 
incentives amount to a reduction in the profit margin of this scheme of 
£1,399,804 (reduced revenues of Affordable Housing and the cost of ecological 
matters). As demonstrated, this reflects a serious investment in the local 
community above and beyond what is statutorily expected, without the need of 
further Section 106 Contributions. 
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6. Proposed Development Appraisal 
6.1 Summary 
The scheme provides for a variety of 2, 3 and 4 bedroom houses, also varying 
between detached, semi-detached and terraced. This is summarised within Table 
2, as is the breakdown in Affordable Housing units, along with the sales figures. 
 
Table 3 then uses the same square foot data to analyse the estimated costs of 
building out the scheme. These will then be utilised to calculate the residual land 
value, in order to compare this to the benchmark site value. 
 

6.2 Site Value Benchmark 
This has been calculated using the ‘Market Value’ approach as the most 
independent, trusted figure. This was estimated by the expert land agent at 
Connells in Maidstone with a detailed knowledge of the scheme, and the wider 
Folkestone area. As per correspondence in Appendix B, they have valued the site 
in it’s current state at £850,000.  
 
It is noteworthy that the ‘current state’ is that of a brownfield site, strategically 
identified for development by the Council and government, therefore it would be 
likely to obtain planning permission for another similar scheme. Therefore, there 
is significant Alternative Use Value (AUV) for the site, which the Applicant has 
previously had offers from private companies wishing to develop the site for a 
private medical centre and other commercial purposes. These offers were above 
the valuation provided by Connells, but the £850,000 figure has been used in the 
appraisal to maintain conservative figures. 
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6.3 Appraisal GDV (Table 2) 
 

Table 2: Project Details / Breakdown 
Type Quant Unit Rate Value Description 

Construction Phase 1        
Plot  1 Type I 933  sq ft £290 £270,570 3 Bedroom End Terrace 
Plot  2 Type I 933  sq ft £290 £270,570 3 Bedroom Terrace 
Plot  3 Type L 1,120  sq ft £174 £194,880 4 Bedroom End Terrace 
Plot  4 Type K 831  sq ft £174 £144,594 2 Bedroom End Terrace 
Plot  5 Type H 770  sq ft £174 £133,980 2 Bedroom Terraced 
Plot  6 Type H 770  sq ft £174 £133,980 2 Bedroom Terraced 
Plot  7 Type K 831  sq ft £174 £144,594 2 Bedroom End Terrace 
Plot  8 Type N 784  sq ft £174 £136,416 2 Bedroom Semi-detached 
Plot  9  Type H 770  sq ft £174 £133,980 2 Bedroom Semi-detached 
Plot 10 Type D 976  sq ft £174 £169,824 3 Bedroom End Terrace 
Plot 11 Type B 831  sq ft £174 £144,594 2 Bedroom Terraced 
Plot 12 Type B 831  sq ft £174 £144,594 2 Bedroom Terraced 
Plot 13 Type D 976  sq ft £174 £169,824 3 Bedroom End Terrace 
Plot 38 Type C 969  sq ft £290 £281,010 3 Bedroom End Terrace 
Plot 39 Type C 969  sq ft £290 £281,010 3 Bedroom Terrace 
Plot 40 Type C 969  sq ft £290 £281,010 3 Bedroom End Terrace 
Plot 41 Type J 1,164  sq ft £290 £337,560 4 Bedroom Detached 

      
Construction Phase 2          
Plot 37  Type A 815  sq ft £174 £141,810 2 Bedroom Coach House  
Plot 33  Type C 969  sq ft £290 £281,010 3 Bedroom End Terrace 
Plot 34  Type C 969  sq ft £290 £281,010 3 Bedroom Terrace 
Plot 35  Type C 969  sq ft £290 £281,010 3 Bedroom Terrace 
Plot 36  Type C 969  sq ft £290 £281,010 3 Bedroom End Terrace 
Plot 14  Type E 1,122  sq ft £290 £325,380 4 Bedroom End Terrace 
Plot 15  Type M 831  sq ft £290 £240,990 2 Bedroom Terraced 
Plot 16  Type M 831  sq ft £290 £240,990 2 Bedroom Terraced 
Plot 17  Type E 1,122  sq ft £290 £325,380 4 Bedroom End Terrace 
Plot 18  Type B 831  sq ft £290 £240,990 2 Bedroom End Terrace 
Plot 19  Type B 831  sq ft £290 £240,990 2 Bedroom Terraced 
Plot 20  Type B 831  sq ft £290 £240,990 2 Bedroom Terraced 
Plot 21  Type B 831  sq ft £290 £240,990 2 Bedroom End Terrace 
Plot 32  Type A 814  sq ft £174 £141,636 2 Bedroom Coach House  

      
Construction Phase 3          
Plot 28  Type C 969  sq ft £290 £281,010 3 Bedroom End Terrace 
Plot 29  Type C 969  sq ft £290 £281,010 3 Bedroom Terrace 
Plot 30  Type C 969  sq ft £290 £281,010 3 Bedroom Terrace 



STRICTLY PRIVATE AND CONFIDENTIAL 

Viability Assessment Report:                Page  
East Station Goods Yard on Southern Way, Folkestone  
	

9 

Plot 31  Type C 969  sq ft £290 £281,010 3 Bedroom End Terrace 
Plot 22  Type G 1,112  sq ft £290 £322,480 4 Bedroom Detached 
Plot 25  Type C 969  sq ft £290 £281,010 3 Bedroom End Terrace 
Plot 26  Type C 969  sq ft £290 £281,010 3 Bedroom Terrace 
Plot 27  Type F 1,111  sq ft £290 £322,190 4 Bedroom End Terrace 
Plot 23  Type C 969  sq ft £290 £281,010 3 Bedroom Semi-detached 
Plot 24  Type C 969  sq ft £290 £281,010 3 Bedroom Semi-detached 

      
Commercial Units          
Unit 1 2,500  sq ft £165 £412,500   
Unit 1 2,500  sq ft £165 £412,500  
Unit 2 2,500  sq ft £165 £412,500  
Unit 2A 2,500  sq ft £165 £412,500  
      

Type Quant Unit 
Average 

Rate Value (GDV)   

Residential Total 38,137  sq ft £256.18  £9,769,926  
Commercial Total 10,000  sq ft £165.00  £1,650,000  
Project Total GDV       £11,419,926 		
	      
Key: 		 	    
Market Dwelling 		 	    
Affordable Housing 
Dwelling 		 	    
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6.4 Appraisal Costs (Table 3) 
 

Table 3: Project Cost Breakdown 
Type Quant Unit Rate (per sq ft) Value 

Construction Phase 1: Residential Units     
17 Plots 15,427  sq ft £170 £2,622,590 
Construction Phase 2: Residential Units         
14 Plots 12,735  sq ft £170 £2,164,950 
Construction Phase 3: Residential Units        
10 Plots 9,975  sq ft £170 £1,695,750 
Construction Phase 4: Commercial Units     
2 Units 10,000  sq ft £90 £900,000 
Total General Building Costs:     £7,383,290 

     
Site Specific Abnormal Costs       
Contamination    £327,497 
Ecology    £110,000 
Contingency       £436,355 

Sales Fees       £135,877 

Professional Fees       £458,173 

Financing Costs       £295,332 

Acquisition Costs       £30,000 

Developer Profit       £1,712,989 
    		

Total Costs       £10,889,512 
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6.5 GDV Appraisal Modelling Assumptions 
 

6.5.1 Residential Values (Open Market) 
Current market values for the residential units have been closely monitored for 
the last 18 months, and have risen slightly over this period. Initial valuations 
were conducted by Reeds Rains and Motis Estates, both local estate agents in 
Folkestone with a detailed knowledge of the area, and their full breakdowns are 
attached within Appendix C. These vary quite considerably in their valuations, 
with Reeds Rains assessing an average sales price of £235.34 per square foot, 
whilst Motis Estates assessed an average sales price of £310.65 per square foot. 
Therefore, both have been taken as upper and lower extremes before being 
verified again, for a more updated market figure by the team at Connells to 
ensure complete accuracy as best possible. 
 
Connells assessed an average open market sales figure of £280 per square foot, 
which is an almost exact average of the upper and lower values previously 
received. Therefore, this has been adopted as an accurate open market rate for 
the residential units. 
 
These figures all take into account the size of the property, number of bedrooms, 
parking, outside space, layout, aspect, design and local area. They do not 
incorporate any dealing margin into the price. Although the East side of 
Folkestone is regenerating, it remains the less valuable side of town, this is in 
part due to the distance from the high street, railway links into London and 
higher end townhouse properties. Furthermore, the site itself borders a live 
railway line to the north-west and water treatment plant to the south-west, both 
if which detract from potential values of the properties. 
 

6.5.2 Residential Values (Affordable Housing) 
The research from this is again founded upon the expert opinions of local estate 
agents. Connells conduct a great deal of business with affordable housing 
providers such as Town & Country, and as such are ideally situated to 
understand the values this area of the market would represent. From this, they 
have determined that affordable housing providers are likely to offer around 
60% of the market value of the residential properties. 
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Thus, the research indicates that an average figure of £174 per square foot would 
be an accurate estimate of current market values for affordable housing (60% 
of £280). 
 

6.6 Cost Appraisal Modelling Assumptions 
This has been broken down into the General Build Costs for the Site; Site Specific 
Abnormal Costs; Sales Fees; Contingencies; Professional Fees; Planning 
Obligations; Financing Costs; Acquisition Costs and Developer Profit. 
 

6.6.1 General Build Costs for the Site 
 
6.6.1.1 Residential Build Costs 
This has been estimated in line with current market prices and quotes from 
suppliers and manufacturers, along with market specialist knowledge from Ellis 
Construction & Management Services Limited (ECM). This has resulted in a full, 
detailed cost breakdown on a material basis for each unit, prepared by a 
qualified local Quantity Surveyor and weighted to current market prices, and 
does not include for any abnormal costs associated with the site (see Section 
6.5.2). This has not been included in order to simplify the document, but can be 
provided upon request and separately appended to this document. 
 
Furthermore, the agents at Connells in Maidstone have conducted market 
research on behalf of ECM to verify these figures independently through 
interviews with local developers, which came back with build costs ranging from 
£180 to £190 per square foot (Appendix B). Although this is well within RICS 
guidelines, it is slightly above the figure of £170 per square foot as assessed by 
ECM, and as such the £170 figure has been used as a conservative cost 
assessment for the ‘all in’ cost of building the residential units’ substructure, 
superstructure and relevant infrastructures. 
 

6.6.1.2 Commercial Build Costs 
ECM has vast experience in assisting with building commercial schemes, and as 
such are expertly placed to value current market standard build costs for 
commercial units in the area, such as those in this scheme, at £90 per square 
foot. This is comfortably within RICS guidelines and includes a small provision for 
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the retaining walling around the perimeter of the commercial units, and relevant 
infrastructures. 
 

6.6.2 Site Specific Abnormal Costs 
 

6.6.2.1 Contamination 
The site is a disused goods yard, operated for many years by rail companies and 
most recently Network Rail. Therefore, contaminated material on the site has 
been found and represents a risk and abnormal cost for this development. The 
basis of the contingency is on quotes from local groundworks companies who 
have visited the site, and independently assessed the full contamination report 
appended to this current planning application as conducted by Ground and 
Environmental Services Ltd. 
 
This research suggests that the majority of contaminated earth is near the 
surface, so in areas of higher concentrations and requiring shallower 
excavations, this is where costs of contaminated waste disposal are estimated to 
be highest, disposing of up to 40% of the material being excavated. However, the 
majority of material being excavated on site will be for drainage and external 
works, which have been estimated at only 10% contaminated waste disposal due 
to deeper excavations and other protective measures (gas membranes, etc.). 
 
The final figure has been estimated at £327,497, taking the average of multiple 
quotes from groundwork companies, who have requested these remain 
confidential due to their commercial sensitivity. 
 

6.6.2.2 Ecology 
As outlined within Section 5.2, a large reptile translocation effort and 
contributions to the Vinters Nature Reserve are necessary to facilitate 
development and improve biodiversity on the site. These contributions, in 
addition to ecologist fees and associated landscaping amount have been 
formally agreed and total £110,000, as also outlined within Section 5.4. 
 

6.6.3 Contingencies 
This has been allowed at 5%. 
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6.6.4 Sales Fees 
Sales Agent Fee: 1% for both residential and commercial sales, however no agent 
fees have been assumed for the Affordable Housing units as they are likely to be 
sold directly to an affordable housing provider. 
Sales Legal Fees: 0.5% for both residential and commercial sales. 
 

6.6.5 Professional Fees 
This has been estimated as totalling 5.25%, with the breakdown of these shown 
below in Table 4: 

Table 4: Professionals 
Architect 1.50% 
Quantity Surveyor 1.25% 
Engineer 1.25% 
Services Engineer 1.00% 
Landscape Architect 0.25% 

		 5.25% 
 

6.6.6 Planning Obligations 
No Section 106 contributions have been incorporated into the appraisal, outlining 
how any additional contributions will render an unviable scheme financially 
impossible.  
The scheme is within Zone A for CIL Charging Purposes, which is £0 per square 
metre rated, and as such no CIL charges have been factored into the appraisal. 
 

6.6.7 Financing Costs 
The typical market rate for funding of projects of this size is around 4% of 
building costs (4% on the drawdown balance compounded annually, with a 1% 
entry fee, 1% exit fee, plus administration costs). This is reflected in the facility 
that the Applicant has with their current bank and utilised on previous projects. 
 

6.6.8 Acquisition Costs 
The site was acquired for £600,000, and the costs of this acquisition are stamp 
duty (4%) and legal fees (1%). 
 

6.6.9 Developer Profit 
As mentioned within the executive summary, the generally expected Developer 
Profit (profit on GDV) is between 15% and 20%. Given the complexities of this 
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site and the length of time in obtaining planning permission, the Applicant is 
acceptable of the lowest end of this range at 15% profit on GDV. 
 

6.7 Timeline 
The development programme as submitted with this planning application 
estimates a timeframe to project completion of around 2 years (24 months). 
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7 Viability Assessment Results  
The proposed scheme has been assessed against the Site Value Benchmark 
assessed by independent market experts. The GDV of the scheme was then 
calculated using independent valuations before deducting general build costs, 
other costs (all outlined in detail in the Section above) and Developer Profit 
(Return). This Return has been set at 15% despite being the very minimum 
generally accepted return, and stipulated as very low within RICS guidelines. The 
site complexities and lengthy planning delays have decreased the profitability of 
the scheme, but the Applicant accepts this and still remains committed to 
building out the scheme given the time and resources that have been put in. 
 

7.1 Viability Assessment Summary 
The results of the full appraisal are demonstrated below in Table 1; where the 
GDV as calculated in Section 6.3 (Table 2) and Costs as calculated in Section 6.4 
(Table 3) have been offset to find a Residual Value for the scheme of £530,414.  
 
This is far lower than the benchmark value of the site, which as stipulated in 
Section 6.2 is £850,000. This takes into account the site’s Alternative Use Value 
for another scheme with a different planning application, independent market 
valuation, and previous offers for the site. 
 

Table 1: Viability Assessment Summary 
  

Total GDV £11,419,926 
(Total Costs) (£10,889,512) 
Residual Value £530,414 
    
Benchmark Value £850,000 
    
Surplus / (Deficit) (£319,586) 

  
Developer Profit 15% 
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Therefore, Table 1 clearly demonstrates that the scheme in current market 
conditions would be considered unviable by normal commercial measures of 
viability. This is demonstrated by a significant deficit of £319,586 on the scheme, 
and is in spite of a low Developer Return of only 15% and conservative figures 
being adopted wherever possible.  
 
It can then be comprehensively stated that any Section 106 Contributions 
imposed on the scheme would impose even greater financial challenges onto a 
scheme that is already considered commercially unviable. This would present 
difficulties in obtaining financing for the scheme and impose uncertainty and 
substantial risks on a scheme that is already hugely beneficial to the local 
community and the Council’s strategic aims (Section 5) without the need for 
further financial contributions. 
 
It is worth noting however, in light of this VA and as mentioned beforehand 
within the report, that the Applicant remains committed to building out the 
scheme with the affordable housing and ecological provisions. They have 
requested to note this explicitly within the report, as they are invested in 
regenerating this area of Folkestone, providing jobs to local tradespeople and 
giving homes to local families. 
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8 Appendices 
 

8.1 Appendix A: Details on the Subject Site and Scheme 
 
Current Site: This is a former goods yard but still remains an access route for 
Network Rail vehicles accessing the active train line to the north west of the site, 
a disused railway line to the east of the site, and the A260 running along the 
south of the site. 
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Location in Folkestone (marked in yellow): 
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Proposed Site CGI Images: 
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8.2 Appendix B: Results of Connells Market Research 
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8.3 Appendix C: Open Market Residential Valuations of the Scheme from 
Reeds Rains and Motis Estates (2019) 
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