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PROFESSIONAL GUIDANCE 

Å RICS professional statement ς financial viability in planning; conduct and reporting (May 2019; effective 1 
September 2019) 

Å RICS guidance note: valuation of development property (October 2019; effective February 2020) 

Å RICS guidance note: comparable evidence in real estate valuation (October 2019) 

Å RICS guidance note: Financial Viability in Planning (New edition forthcoming) 

COMPONENTS OF DEVELOPMENT PROPERTY VALUATION AND VIABILITY 

HIGHLIGHTS OF PROFESSIONAL GUIDANCE 

BENCHMARK LAND VALUE ς FVIP 

VALUATION OF LAND AND VIABILITY: CURRENTLY & POST COVID -19  

CONCLUDING COMMENTS 

 

AGENDA 



RISK & RETURN: ECONOMICS OF DEVELOPMENT 

geraldeve.com 

KNOWN KNOWNS; KNOWN UNKNOWNS; AND UNKNOWNS UNKNOWNS 

ά Reports 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 unknowns ς the 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 ones έ 

 

 Donald Rumsfeld, United States Secretary of Defence 

 News Briefing February 2002 

 



RISK & RETURN: ECONOMICS OF DEVELOPMENT 
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COMPONENTS OF DEVELOPMENT: THE MACRO & MICRO ENVIRONMENT 



Gross 

Development 

Value 

(all income received 

to development) 

Residual Value  

 

(remaining value 

after deductions) 

 

Total 

Construction 

Costs 

Residual 

Value 

GDV Build Cost Planning Costs Land Value - Profit 

Land Value  

Planning 

Policies (S106, 

CIL, Affordable 

Housing) 

- 

(remaining value 

after deductions) 

- = 
Residual Value 

Profit 

LAND VALUE SHOULD BE CHECKED/COMPUTED VIA COMPARABLE ANALYSIS 

WHAT ARE THE BASICS? 
 



MARKET SIGNALS 
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ÅǎŜƴǎƛǘƛǾƛǘȅΧ 

ÅΧǎŎŜƴŀǊƛƻΣ ǎƛƳǳƭŀǘƛƻƴ 

Åtiming (cash flow) 

Åprojection (growth) modelling 



IDENTIFYING SCHEME SPECIFIC RISKS  
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SUITE OF RICS VALUATION, COMPARABLE EVIDENCE AND  
VIABILITY MANDATORY GUIDANCE 



VALUATION OF DEVELOPMENT PROPERTY  
(OCTOBER 2019 PUBLICATION) 
 Å Development valuation process 

Å Valuation approach: 

- Comparison and residual 

- Non reliance on a single approach 

Å Comparable analysis/application 

Å Residual: basic application and cashflow 

Å Risk (sensitivity) analysis and residual profit 

Å Land in the course of development 

Å Reporting 

Appendices: assumptions and special assumptions 



THE VALUATION  
PROCESS 
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COMPARABLE EVIDENCE IN REAL ESTATE VALUATION 
(OCTOBER 2019 PUBLICATION) 
 
Å Development valuation process 

Å General principles of comparable evidence 

Å Comparable evidence in real estate valuation 

Å Sources of comparable evidence 

Å Recording comparable evidence 

Å Analysis of comparable evidence 

Å Dealing with a shortage of evidence 

 



PROFESSIONAL STATEMENT: FVIP ς CONDUCT AND REPORTING 

GLOSSARY 

1. Introduction 

2. Reporting and process requirements 

3. Legislation, the development plan and professional guidance 

4. Duty of care and due diligence 

5. Transparency of information 

 

Effective 1 September 2019 
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FINANCIAL VIABILITY IN PLANNING (2ND EDITION) 

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

Å Mandatory requirements for concluding FVAs 

Å Fundamental Principles of Viability in Planning 

Å Area-wide Viability Assessments 

Å Site-specific Viability Assessments 

Å Benchmark Land Value 

Å Other professional technical advice 

 

Appendices 

 

 



BENCHMARK LAND VALUE CONSTRUCT 
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