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PROFESSIONAL GUIDANCE

A RICS professional statemeptinancial viability in planning; conduct and reporting (May 2019; effective 1
September 2019)

A RICS guidance note: valuation of development property (October 2019; effective February 2020)
A RICS guidance note: comparable evidence in real estate valuation (October 2019)
A RICS guidance note: Financial Viability in Planning (New edition forthcoming)

COMPONENTS OF DEVELOPMENT PROPERTY VALUATION AND VIABILITY
HIGHLIGHTS OF PROFESSIONAL GUIDANCE

BENCHMARK LAND VALBEIP

VALUATION OF LAND AND VIABILITY: CURRENTLY & P@®I COVID
CONCLUDING COMMENTS

geraldeve.com GERALDEVE



RISK & RETURN: ECONOMICS OF DEVELOPMENT

dReports that say that something hasn't happened are always interesting to me,
because as we know, there are known knowns; there are things we know we know.
We also know there are known unknowns; that is to say we know there are some
things we do not know. But there are also unknown unknoguh® ones we don't
know we don't know. And if one looks throughout the history of our country and
other free countries, it is the latter category that tend to be the difficult gnes

Donald Rumsfeld, United States Secretary of Defence
News Briefing February 2002
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RISK & RETURN: ECONOMICS OF DEVELOPMENT
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WHAT ARE THE BASICS?

Gross Total
Development Construction
Value Costs

(all income received
to development)

Residual Planning

Value Policies (S106,
CIL, Affordable
Housing)

(remaining value

after deductions) (remaining value Residual Value
after deductions)

Land Value

Land Value

Build Cost Planning Costs Profit
LAND VALUE SHOULD BE CHECKED/COMPUTED VIA COMPARABLE ANALYSIS
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Culmulative NET Cashflow
(Income Less Expenditure)

Project IRR
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IDENTIFYING SCHEME SPECIFIC RISKS

Typical stages of residential development

Stage 1:

Stage 2:

Project conception and evaluation Planning Process

Stage 3:
Pre-Implementation

Stage 4:
Building Construction

1 2 3 4 5 6 7 8 9 10 m 12 13 14 15
Identify site Evaluate Design and Planning Planning Charges and Procurement Site works Assemble Sub-structure/ Super- Fitting out Reservation Completions Aftersales
and land viability masterplan feasibility/ levies build team / services structure / bespoke
assembly source services materials fittings

Finance

Secure land option / license / conditional or unconditional

Source: Adapted from Tunstall et al (2016)

Marketing, branding and expressions of interest

Housebuilding

External works / public

Reservations / bespoke fittings



SUITE ORICS/ALUATION, COMPARABLE EVIDENCE AND
VIABILITY MANDATORY GUIDANCE
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VALUATION OF DEVELOPMENT PROPERTY
(OCTOBER 2019 PUBLICATION)

A Development valuatioprocess
A Valuation approach:

- Comparisorandresidual

- Non reliance on a single approach
Comparable analysis/application
Residual: basic application and cashflow
Risk (sensitivity) analysis and residual profit
Land in the course of development
Reporting
Appendices: assumptions and special assumptions

To T Do o Ix
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THE VALUATION B
PROCESS { e
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COMPARABLE EVIDENCE IN REAL ESTATE VALUATION
(OCTOBER 2019 PUBLICATION)

A

To To To Po Do I»

Development valuatioprocess

General principles of comparable evidence
Comparable evidence in real estate valuation
Sources of comparable evidence

Recording comparable evidence

Analysis of comparable evidence

Dealing with a shortage of evidence
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PROFESSIONAL STATEMBNAR; CONDUCT AND REPORTING

GLOSSARY

Introduction
Reporting and process requirements

Duty of care and due diligence
Transparency of information
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Effective 1 September 2019
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FINANCIAL VIABILITY IN PLANNMRGDZTION)

(Assessing Financial Viability under the National Policy Framework for England)

A Mandatory requirements for concluding FVAs P ———
A Fundamental Principles of Viability in Planning st
A Areawide Viability Assessments i ”“ s
A Sitespecific Viability Assessments B
A Benchmark Land Value A L
A Other professional technical advice el <
; s A
Appendices eolieis
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BENCHMARK LAND VALUE CONSTRUCT

ENCE BASE -

¥ Market evidence

o[ rpecton |
—
Adopted # Data collection

premium
+ " Other assessments & policy context

4 Standardised inputs and policy adjustments

DECISION TECHNICAL ANAL- Data, information and standardised
MAKING YSIS inut and policy adjustments

Adjusted land
transactions

RLV output Other BLV's

BLV
reported following - -
technical analysis .
Quantification &

varification

Sensitivity »
analysis [}
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