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1 Executive Summary 
 
Background  
 
1.1 This document comprises the Stage 1 baseline review for viability and consists of an 

economic viability assessment that tests potential development proposals to ensure that 
they are realistic and commercially deliverable.  This forms part of the Viability and 
Delivery topic theme.  This will be developed from Stage 1 through to Stage 5 with Stage 
1 focused upon the collection of evidence, agreement of approach and set up of baseline 
viability position and Stages 2-5 being focused on the refinement of our viability appraisals 
as the various technical studies are completed. 

 
1.2 This Stage 1 report firstly establishes the evidence base for completing the development 

viability analysis before preparing initial high-level appraisals.  These high-level 
appraisals can then be refined following stakeholder consultation, the completion of 
technical work and production of the Spatial Framework and Infrastructure Delivery Plan 
(Stage 3 onwards). 

 

Approach to viability testing 
 
1.3 The approach undertaken involves the analysis of a series of development sites selected 

by the Council that are indicative of the scale and form of development coming forward 
within MetroGreen.   

 
1.4 The appraisals have been carried out using Argus Developer and include sensitivity 

testing of key variables.  The basis for establishing viability utilises a residual site 
valuation, whereby the costs of development (including an allowance for developer’s 
profit) are deducted from Gross Development Value to produce a residual site value.  The 
site value is then tested against a benchmark to determine whether development is viable.  
This methodology accords with the RICS Guidance: Financial Viability in Planning and 
mirrors the approach used by Gateshead Council in testing the viability of a Community 
Infrastructure Levy policy, as well as latterly in both area wide and site-specific viability 
analysis. The assumptions that have been adopted in the appraisals are reflective of 
current market conditions and as the project evolves, assumptions may be amended to 
reflect any further changes in the market.   

 
1.5 The key consideration in determining viability is whether the residual land value is an 

appropriate level to meet land owner’s expectations and provide a competitive return to 
incentivise them to sell. This is the critical factor that determines viability and sound 
judgement is required.  A land owner’s expectations will vary per the circumstances of 
the site, the planning status and individual market conditions.  Setting the benchmark site 
values is therefore key to a viability analysis. 

 
1.6 The RICS guidance note Financial Viability in Planning 2012 defines site value as follows: 

“Site Value should equate to the market value subject to the following assumption: that 
the value has regard to development plan policies and all other material planning 
considerations and disregards that which is contrary to the development plan.”  

 
1.7 For the purposes of this analysis we have adopted the benchmark land values from the 

Gateshead & Newcastle Viability and Deliverability Report (February 2014) and Annex 
Update (February 2016).  We believe this remains valid as per this report date. 
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Viability Scenarios 
 
1.8 For the analysis in Stage 1 of the MetroGreen project we have chosen to adopt the 

following sub areas as defined by Gateshead Council: 
 
 

 
 
1.9 Further refinement of these sub areas can then be undertaken at Stage 2 of the project 

once further technical analysis of the site(s) has been completed. 
 
1.10 Within the above, we have identified the following sub areas with development potential 

and therefore suitable for inclusion in the viability study: 
 

• MetroGreen Riverside East 

• Dunston West 

• MetroGreen East 

• MetroGreen Riverside West 

• Derwenthaugh East 

• Derwenthaugh West 
 

1.11 The MetroGreen Transport Interchange, Metrocentre and Metro Retail Park are assumed 
to remain in their existing uses. 

 
1.12 For river fronting sites, we have assumed a density of 20 units per acre (49 units per ha) 

in line with the Staiths South Bank development and total accommodation of 20,000 sq. 
ft. per acre.  For non-river fronting sites, we have assumed a density of 15 units per acre 
(37 units per ha) and total accommodation of 15,000 sq. ft. per acre.  This gives the 
following maximum capacity: 
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Use Gross Area Assumed Net 

Area 

Total 

Units 

MetroGreen Riverside East 22.67 ha 

(56.02 acres) 

14.74 ha  

(36.42 acres) 
728 

Dunston West 16.02 ha 

(39.58 acres) 

10.41 ha 

(25.72 acres) 
386 

MetroGreen East 34.47 ha 

(85.17 acres) 

22.41 ha 

(55.37 acres) 
830 

MetroGreen Riverside West 34.25 ha 

(84.63 acres) 

22.26 ha 

(55.00 acres) 
1,100 

Derwenthaugh East 8.72 ha 

(21.55 acres) 

5.67 ha 

(14.01 acres) 
210 

Derwenthaugh West 11.17 ha 

(27.60 acres) 

7.26 ha 

(17.94 acres) 
269 

 
1.13 The total number of units set out above reflects the maximum capacity for each sub area 

prior to analysis of site constraints and the retention of any existing occupiers.  As further 
analysis is progressed as part of later stages of the MetroGreen project the total capacity 
will reduce.  At this stage these appraisals are intended to provide a high-level analysis 
to ensure that the sub area can viably support housing and the thus establish maximum 
headroom that could be generated to support abnormal costs and site wide infrastructure 
requirements.  This headroom has been measured on a £ per acre basis. 

 
1.14 In respect to commercial uses, we have tested viability using a notional development for 

each use and that is not location/sub area specific.  These notional developments will be 
representative of the type of scheme that could come forward within MetroGreen and are 
intended to demonstrate the viability (and associated surplus/deficit) created that specific 
use.  In an area, such as MetroGreen revenues and viability of commercial uses are less 
dependent on location than residential uses where revenues can fluctuate over a much 
smaller area.  It is therefore appropriate to focus on the viability of the use rather than the 
location. 

 
1.15 For this study, we have devised the following notional developments: 
 

Use Class Description Site Area Development 

B2-B8  Multi-let industrial estate 6 acres 25,000 sq. ft. 

Units ranging from 500 to 2,000 sq. ft. 

B2/B8  Single Industrial Unit 2 acres Single industrial unit 

40,000 sq. ft. 

B1  Multi- let office park 3 acres 30,000 sq. ft. 

Own front door units, ranging from 

1,500 to 6,000 sq. ft. 

B1  Single Office 1 acre 30,000 sq. ft. 

Capable of sub-division 

A1, A2, A5  Neighbourhood Retail 1 acre 10,000 sq. ft. 

Capable of subdivision  

A1 Local Supermarket 1 acre 15,000 sq. ft. 

Single occupier 
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Results 
 
1.16 Results are presented on a traffic light system to demonstrate areas that are clearly 

viable, marginally viable and not viable.  It is important to note that conclusions must only 
be drawn from the results rather than any one individual land value.  This is because each 
single appraisal represents only one potential development scenario at one point in time.  
Detailed development proposals for MetroGreen are still to be established and they will 
be delivered over a long period and therefore subject to regular market fluctuations. 

 
1.17 Looking firstly at the residential scenarios and we set out below a colour coded summary 

of our analysis: 
 

 
 
1.18 As can be seen above, and as would be expected, residential use is found to be viable 

across MetroGreen.  The scenarios incorporating apartment development were found to 
show marginally less viability and this is reflective of the high upfront costs seen in 
apartment developments.  There may be potential to overcome some of this with a 
premium product or more innovative means of delivery.  Overall, our initial analysis shows 
that there is a positive commercial opportunity for residential use at MetroGreen. 

 
1.19 In terms of the potential surplus that could be generated for residential use we summarise 

below the headroom in each scenario, presented on a per acre basis: 
 

 
 
1.20 As can be seen above, depending on the scenario considered, individual sub areas can 

generate up to £455,000 per acre towards abnormal/infrastructure costs.  The maximum 
total surplus across all sub areas is £52,298,538.  The average surplus across all sub 
areas is £132,259 per acre giving a total average surplus of £27,041,684.  At this initial 
stage, and until further refinement of development scenarios is prepared, we believe 
these figures give the parameters within which to deliver site wide abnormal/infrastructure 
costs.  It should be noted that further budget could be generated but this would require a 
reduction in affordable housing or S106 requirements. 

 
1.21 Looking next at commercial uses and we include below a colour coded summary of our 

analysis: 
 

 
 
1.22 As can be seen above, commercial uses are, in the main, found not to be viable based 

Sub Area Baseline -10% -5% 5% 10% -10% -5% 5% 10%

Metrogreen Riverside East

Dunston West

Metrogreen East

Metrogreen Riverside West

Derwenthaugh East

Derwenthaugh West

Revenue Sensitivity Build Cost Sensitivity

Revenue Sensitivity Build Cost Sensitivity

Sub Area Baseline -10% -5% 5% 10% -10% -5% 5% 10% Average Median

Metrogreen Riverside East 39,766£         160,665.71-£ 60,157-£    139,293£              238,529£              164,392£       102,232.26£ 23,062.36-£          86,333.47-£      39,333£                39,766£     

Dunston West 136,730£      24,276.21-£    56,302£    217,065£              297,328£              243,291£       190,047.67£ 83,324.53£          29,806.88£      136,624£              136,730£   

Metrogreen East 113,498£      25,448.08-£    44,208£    182,534£              251,387£              200,412£       157,053.19£ 69,711.32£          25,639.26£      113,222£              113,498£   

Metrogreen Riverside West 23,489-£         193,537.91-£ 108,182-£ 60,746£                144,655£              77,792£          27,323.20£    74,717.67-£          126,455.45-£    23,985-£                23,489-£     

Derwenthaugh East 272,517£      91,707.21£    182,127£ 362,887£              453,257£              385,486£       329,001.57£ 216,016.27£        159,485.51£    272,498£              272,517£   

Derwenthaugh West 255,901£      80,282.89£    168,118£ 343,654£              431,361£              365,362£       310,655.07£ 201,121.52£        146,307.08£    255,863£              255,901£   

Use Baseline -10% -5% 5% 10% -10% -5% 5% 10%

B2-B8 (Multi)

B2-B8 (Single)

B1 (Multi)

B1 (Single)

A1, A2, A5

A1  

Revenue Sensitivity Build Cost Sensitivity
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on the assumptions made.  This does not mean that such uses could not come forward 
through the long-term development of MetroGreen, however, as at the date of the 
analysis and based on the market evidence available to us there are commercial 
challenges to bringing forward such uses save as to retail.  This is reflected in current 
market experience which shows that office uses are only being delivered in the prime 
locations or where they are underpinned by public sector support. 

 
1.23 In regards retail use, this is shown to be viable and has the potential to generate a surplus 

across each scenario.  Our analysis shows that such a surplus can be up to £870,000 per 
acre with an average in the order of £425,000 per acre.  This is significantly enhanced by 
the supermarket use, with the typical surplus for neighbourhood retail being closer to 
£100,000 per acre. 
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2 Introduction  

2.1 Gateshead Council is preparing an Area Action Plan (AAP) to facilitate the regeneration 
of and investment in vacant and underused brownfield land around the Metrocentre on 
the south bank of the River Tyne. The area incorporates the Metrocentre, surrounding 
shops, office and industrial uses and is approximately 213 hectares in size.  

 
2.2 The MetroGreen AAP will be a Local Development Document that forms part of the 

Gateshead Local Plan. The 2015 adopted Planning for the Future Core Strategy and 
Urban Core Plan for Gateshead and Newcastle (CSUCP) set’s the strategic framework 
for this AAP. The AAP is a statutory document that will provide detailed planning and 
design policies and guidance for the area up to 2030 and beyond, setting out which land 
uses should go where, what infrastructure is required and how it will be delivered. 

 
2.3 This document will be used to inform the Stage 1 Baseline Report which will assess and 

compile the technical studies required for Stage 1 of the AAP and will provide a concise 
summary of the position at MetroGreen. The Baseline Report sets out the nature, extent, 
and impact of each site constraint (including the strategic and local highway network, 
utilities, flood, ecological, contamination, landscape, and archaeological aspects) and 
written analysis of the site opportunities illustrated by plans and photography.  
Discussions with key landowners, statutory bodies, and utility and service providers will 
be an important part of the process.     

 
2.4 The baseline report provides the detail and analysis to inform the option development and 

testing which forms Stage 2 of the project. It will also be used to develop draft strategies 
based on the preferred development option at Stage 3 of the project.  

 
2.5 The project stages required to inform the production of the Area Action Plan are outlined 

below: 
 
 
 
 
 

 
 
 
 
 
 
 

 
 

2.6 This document comprises the Stage 1 baseline review for viability which interrelated to 
other topic themes associated with the AAP development.  It consists of an economic 
viability assessment that tests potential development proposals to ensure that they are 
realistic and commercially deliverable.  This forms part of the Viability and Delivery 
Report.  This will be developed from Stage 1 through to Stage 5 with Stage 1 focused 
upon the collection of evidence, agreement of approach and set up of baseline viability 
position and Stages 2-5 being focused on the refinement of our viability appraisals as the 
various technical studies are completed. 

  
  

Stage 1 

Baseline

Stage 2 

Option 
Development 

& Testing

Stage 3 

Draft 
strategies 
based on 
preferred 

option 

Stage 4 

AAP Draft Plan  

Stage 5 

Final strategies 

Stage 6 

AAP 
Submission 
Draft Plan 

Stage 7 

AAP Minor 
Modifications 

Stage 8 
Submission to 
Secreatary of 

State
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2.7 The AAP Viability report will need to incorporate a development viability assessment 
which will serve the following objectives: 

 
1. Assess the ability of the site to deliver the required infrastructure and developer 

contributions, considering approximate land values, all the development costs and 
reasonable profit return; 

2. Highlight any viability gap if one exists and the factors contributing to this; 
3. Set out how development viability will affect the ability of the development to deliver 

infrastructure and developer contributions; 
4. Test alternative scenarios to reduce the viability gap and improve viability;  
5. Identify alternative sources of funding to be explored to work towards meeting any gap 

in development viability. 
6. Advice on viability review mechanisms that the Council may need to secure as part of 

individual planning applications i.e. what assumptions should be reviewed and when 
might be appropriate trigger points. 

 
2.8 This Stage 1 report firstly establishes the evidence base for completing the development 

viability analysis before preparing initial high-level appraisals.  These high-level 
appraisals can then be refined following stakeholder consultation, the completion of the 
technical due diligence and production of the Spatial Framework and Infrastructure 
Delivery Plan (Stage 3 onwards). 

 
2.9 The assumptions used in our viability appraisals have been informed by the document 

Viability and Deliverability Report (Local Plans), prepared by CP Viability Limited in 
September 2018. The report provides evidence on viability and deliverability, with an Area 
Wide Viability Assessment being undertaken to assess the cumulative impact on viability 
of policies and proposals in Gateshead Borough Council’s Local Plan. Where appropriate, 
we have adopted the inputs used in this report. However, as this report assesses viability 
on an Area Wide basis, we have amended some of the assumptions to reflect market 
evidence specific to the MetroGreen area, rather then relying on averages from the wider 
Gateshead Borough.  

 
2.10 In preparing this report we have also had regard to C&W’s topic reviews on Homes and 

Office/Retail/Leisure also being completed as part of Stage 1; Gillespie’s baseline Spatial 
Framework being completed as part of Stage 1; the 1-to-1 engagement with landowners 
being undertaken at Stage 1; and, our own knowledge and experience of undertaking 
area wide and site specific viability work across the North East of England. 

 
2.11 At Stage 2 of the project C&W will undertake a process of refining the appraisals following 

completion of the baseline Spatial Framework, technical due diligence, further 
stakeholder engagement and production of additional spatial proposals, reflecting the 
then known needs around infrastructure requirements. This second stage of viability 
testing will identify any viability gap and we will provide commentary on the factors that 
have the most significant impact in contributing to the gap. Where required we will 
complete additional sensitivity testing to assess how such factors could be mitigated.  
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3 Legislation and Policy  

National Planning Policy Framework 
 
3.1 Viability has a dual application in planning.  It is referred to in terms of 

development viability and deliverability of development along with the associated 
infrastructure and any planning contributions.  It also has technical definitions in matters 
such as Flood Risk Assessment and the assessment of impact upon vitality, longevity etc 
of retail or commercial centres.  It is the former application that is considered in this 
section. 

 
3.2 Viability is critical to delivery of development and adds a layer of complexity to planning 

applications.  With the objective of streamlining the part that viability plays in the planning 
system, national policy states that where up-to-date policies have set out the contributions 
expected from development, planning applications that comply with them should be 
assumed to be viable.  It is then up to the developer to demonstrate that there are 
circumstances that justify the ned for a viability assessment (which should be in 
accordance with the approach recommended in the national planning guidance) to be 
submitted as part of a planning application.  The weight to be given to any submitted 
assessment of viability is to be a matter for the decision maker taking into account all the 
circumstances of the proposal (para 57).   Paragraph 34 references development 
contributions and advises that plans should set out the contributions expected from 
development, including affordable housing, social and physical infrastructure. It makes 
clear that such policies should not undermine the deliverability of the plan.   

 
3.3 This ‘up-front’ site viability should be contained in the policy evidence base documents 

such as the site assessments carried out for inclusion of sites within the Housing and 
Economic Land Availability Assessment evidence base documents (para 67).   

 
3.4 Paragraph 122 provides advice relating to ensuring efficient use of land through 

appropriate densities of housing development.  Such considerations should take account 
of local market conditions and viability, as well as capacity of infrastructure.   

3.5 The guidance states that for plan making, viability testing may not require individual site 

testing and may rely on a site typology approach, where assumptions may be made 

across areas with sites of similar characteristics.  This process should include comparing 

data from existing case studies to assist in making the assumptions realistic and broadly 

accurate.  The information gathered in evidence base documents such as the Housing 

and Economic Land Availability Assessments can be used where helpful. 

3.6 The guidance also requires any viability assessment to follow the government’s 

recommended approach set out in the guidance itself, with a requirement to be 
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proportionate, simple, transparent and publicly available to improve transparency.  The 

approach recommends standardised inputs to testing: 

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

Information Service; 

• abnormal costs, including those associated with treatment for contaminated sites or 

listed buildings, or costs associated with brownfield, phased or complex sites. These 

costs should be taken into account when defining benchmark land value; 

• site-specific infrastructure costs, which might include access roads, sustainable 

drainage systems, green infrastructure, connection to utilities and decentralised 

energy. These costs should be taken into account when defining benchmark land 

value; 

• the total cost of all relevant policy requirements including contributions towards 

affordable housing and infrastructure, Community Infrastructure Levy charges, and 

any other relevant policies or standards. These costs should be taken into account 

when defining benchmark land value; 

• general finance costs including those incurred through loans; 

• professional, project management, sales, marketing and legal costs incorporating 

organisational overheads. Any professional site fees should also be taken into account 

when defining benchmark land value; and 

• explicit reference to project contingency costs should be included in circumstances 

where scheme specific assessment is deemed necessary, with a justification for 

contingency relative to project risk and developers return. 

3.7 Some of the above are relevant to this initial stage of viability testing and others will be 

employed within later stages of testing, when greater detail around the conditions of the 

area are revealed by the evidence gathering being carried out at the time of writing. 

3.8 In terms of establishing value for the purposes of viability testing, the guidance sets out 

the ‘benchmark land value’ should be defined on the basis of existing use value (EUV) of 

the land plus the premium for the landowner.  It should also reflect the implications of 

abnormal costs, site-specific infrastructure costs, professional fees, and be informed by 

market evidence (from policy-compliant schemes).   

3.9 The guidance acknowledges that complexity and variance is inherent in viability 

assessment.  However, in the interests of accountability, inputs and findings of any testing 

should be set out in a way that aids clear interpretation and interrogation by decision 

makers.   
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Core Strategy and Urban Core Plan for Gateshead and Newcastle 
upon Tyne, 2010-2030 

3.10 The Core Strategy translates national policy into strategic local area-based policy.   

3.11 Policy CS11 Providing a Range and Choice of Housing applies the viability principle to 

various aspects of development.  The following requirements have been taken into 

account in the assumptions in this report: 

3.12 CS11(1) requires 60% of new private housing across the plan area, with a minimum target 

of 16,000 new homes, to have 3 bedrooms or more. Aside from river frontage sites, we 

have assumed that new residential development at MetroGreen will focus on the provision 

of family housing. 

3.13 CS11(5) requires the provision of 15% affordable housing within residential developments 

of 15 dwellings or more (subject to viability). We have included 15% affordable housing 

in our appraisals. 

3.14 DEL1 Delivery requires new development proposals to be made acceptable through the 

provision of necessary infrastructure and consideration of viability and impacts.  The 

policy states the requirement for development contributions to mitigate the strategic 

cross-boundary impacts of development. At the current time we have insufficient 

information to allow for infrastructure costs in our appraisals.  Infrastructure requirements 

will be better known in Stage 2 of the evidence base work, when further viability work will 

be undertaken.   

Saved policies of the Gateshead Unitary Development Plan  

3.15 Relevant UDP policies, which will ultimately be superseded by the Making Spaces for 

Growing Places policy document once adopted, are as follows: 

3.16 Policy H9 requires 10% of dwellings on site of 1ha or 25 of more dwellings to be 

constructed to ‘Lifetime Homes’ standards for accessibility, and flexible and adaptable 

space to meet changing needs. 

3.17 Policy H10 requires 2% of dwellings on schemes of the same size as above to be built to 

wheelchair accessible standards.   

3.18 H12 provides guidance of expected density of new development as 30-50 dwellings per 

hectare.  However, this could be higher in areas of good public transport accessibility, 

such as MetroGreen.   

3.19 H13 and H14 provide required thresholds of open space and neighbourhood open space 

provision in development so of 1000 residents.  The former should provide 3 hectares per 

1000 residents and the latter, a space of at least 2ha.  The application of these thresholds 

is dependent upon the existing open space provision within threshold distances of 

population (330m of a development in the case of a Local Open Space site (CRF20) and 
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within 0.5 km of the site in the case of neighbourhood open space).  Such information will 

be available from Stage 2 of the evidence base work.  

3.20 H15 requires that new housing has access to appropriate play areas (other than 

development specifically for students or the elderly) and designed to meet the needs of 

toddlers to teens, where such facilities do not already exist.   

3.21 At this initial stage of viability testing, we have not made an allowance for Lifetime Homes 

and Wheelchair Accessible standards. Such requirements will be allowed for in the more 

detailed viability testing that will be undertaken in Stage 2. 

Making Spaces for Growing Places (Submission Draft October 

2018) 

3.22 The MSGP contains a narrative throughout relating to viability and deliverability and 

stating the importance of evidence on these.   This includes MSGP7 which serves to 

protect retail centres from change of use to other uses where this would affect the viability 

of the centre.   

3.23 MSGP11 requires 25% of dwellings on sites of 15 or more units to be constructed to meet 

the Building Regulation M4(2) Category 2:Accessible and Adaptable Dwelling standard, 

with the supporting text confirming that this is subject to viability.   

3.24 MSGP13 states that new homes should be built to Nationally Described Space Standards 

or equivalent. This has been reflected in the size of units assumed in our appraisals. 

3.25 MSGP14 sets a minimum density of 20 dwellings per hectare. The density adopted in our 

appraisals is higher than this. 

3.26 Draft policy MSGP41 updates open space and recreation facilities standards to 

developments of 10 dwellings or more will be expected to provide at least 2.06ha of 

recreational open space per 1000 residents on sites of 0.05ha unless space standards 

are exceeded.  Such developments also need to provide play facilities for children and 

young people of 0.07ha per 1000 residents unless the site is within 500m of at least one 

existing play facility (with no significant barriers between).  Sports facilities need to be 

provided to the Council’s up-to-date Playing Pitch Strategy and Built Sports Facilities 

Strategy.  Developments of 100 dwellings or more will be expected to provide at least one 

play facility for children with the equivalent of at least 0.07ha per 1000 residents (new 

open space will be expected to be provided on site).  Such standards will be incorporated 

in to the viability work at the appropriate level of detail in Stage 2 of the evidence gathering 

work. 

MetroGreen Scoping Report and MetroGreen Options Report 

3.27 The vitality and viability of economic centres is identified in the Scoping Report as a key 

sustainability issue for the AAP to address.   

3.28 In setting out the preferred approach to the MetroGreen AAP, the Options Report refers 

to the viability of providing for the various identified needs of the area, such as affordable 

housing, lifetime homes etc.  The report also identifies that viability will be a major barrier 
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to MetroGreen development options that include major transport infrastructure proposals 

(a new Tyne crossing and Metro extension) and that all options will require further 

evidence gathering and analysis.  The location of MetroGreen, out with the commercial 

centre hierarchy, will mean that options for leisure proposals etc will be subject to an 

impact assessment.   

3.29 The report outlines the complexity of the uses and history of the MetroGreen area in the 

context of the impact upon delivery of the eventual AAP strategy.   
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4 Existing Evidence Review 

Viability Principles 

4.1 Viability testing for plan making and decision taking is the subject of a standardisation of 

process and method, which is set out in the Planning Practice Guidance July 2018, that 

accompanies the NPPF.  The objective of plan making viability is to help strike a balance 

between the aspirations of landowners and developers in terms of returns against risk, 

and the aims of the planning system to secure maximum public benefits from any 

development through the planning application process.  

4.2 The following diagram shows the fundamentals of the testing process.   

 
 
 
 
 
 
 
 

 

4.3 The following section describe the approach taken for Stage 1 viability testing. 

Approach to viability testing 

4.4 The approach proposed involves the analysis of a series of development sites selected 

by the Council that are indicative of the scale and form of development coming forward 

within MetroGreen.   

4.5 The appraisals are carried out using Argus Developer and include sensitivity testing of 

key variables.  The basis for establishing viability utilises a residual site valuation, 

whereby the costs of development (including an allowance for developer’s profit) are 

discounted from Gross Development Value to produce a residual site value.  The site 

value is then tested against a benchmark to determine whether development is viable.  

This methodology accords with the RICS Guidance: Financial Viability in Planning and 
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mirrors the approach used by Gateshead Council in testing the viability of a Community 

Infrastructure Levy policy, as well as latterly in site specific viability analysis. 

 

 

 

 

 

 

 

 

 

 

 

Where: 
• Gross Development Value (GDV) represents the cumulative capital sales value of the 

development including any grants where applicable 

• Development costs represent all the costs incurred by a developer in delivering the completed 

development scheme – site costs, build costs, contingencies, developer’s profit, finance and 

all relevant professional, legal, sales/marketing fees, CIL and tax. 

• Residual land value represents the difference between Gross Development Value and 

Development costs including profit. 

4.6 The key consideration in determining viability is whether the residual land value is an 

appropriate level to meet land owner’s expectations and provide a competitive return to 

incentivise them to sell. This is the critical factor that determines viability and sound 

judgement is required.  A land owner’s expectations will vary depending on the 

Gross Development 
Value

Less all costs 
including profit, and 
policy requirements

Residual site value  
(RSV)

Benchmark site 
values

Archetypes and 
zones

Appraisal 
assumptions
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Inputs Valuation Viability test

Equal 
to or 

greater

Within 
10% of

More 
than 
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circumstances of the site, the planning status and market conditions.  Setting the 

benchmark site value is therefore key to a viability analysis. 

4.7 The RICS guidance note Financial Viability in Planning 2012 defines site value as follows: 

4.8 “Site Value should equate to the market value subject to the following assumption: that 

the value has regard to development plan policies and all other material planning 

considerations and disregards that which is contrary to the development plan.”  

4.9 For the purposes of this analysis we have adopted the residential benchmark land values 

from the Gateshead & Newcastle Viability and Deliverability Report (September 2018).  

We believe this remains valid as per this report date. 

4.10 With regard to commercial sites, we have set benchmark land values based on 

anticipated end use, differentiating between office, industrial, retail, retail warehouse and 

supermarket. The benchmark values have been set based on our own knowledge of the 

commercial development market in Gateshead and the wider north east area. 

4.11 The other assumptions that have been adopted in the appraisals are reflective of current 

market conditions and as the project evolves, assumptions may be amended to reflect 

any further changes in the market.   
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5 New Evidence - Assumptions 

Development Areas 

 

5.1     For the analysis in Stage 1 of the MetroGreen project we have chosen to adopt the 

following sub areas as defined by Gateshead Council: 

 

 
 

5.2 Further refinement of these sub areas can then be undertaken at Stage 2 of the project 

once further technical analysis of the site(s) has been completed. 

 

5.3 Within the above we have identified the following sub areas with development potential 

and therefore suitable for inclusion in the viability study: 

 

• MetroGreen Riverside East 

• Dunston West 

• Metro Green East 

• MetroGreen Riverside West 

• Derwenthaugh East 

• Derwenthaugh West 

 

5.4 The MetroGreen Transport Interchange, Metrocentre and Metro Retail Park are assumed 

to remain in their existing uses. 
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Consultation 

5.5 As part of the Stage 1- Homes Report, C&W has consulted with several regional and 

national housebuilders.  The feedback received from housebuilders has helped inform the 

assumption base for the residential appraisals, specifically mix and density. 

 

5.6 Housebuilders indicated that they would anticipate higher density development being 

delivered along the river frontage, reflecting a mix of apartments and townhouses, with 

lower density family housing being delivered across the reminder of the site. Given this, 

we have assumed a higher density of development along the river frontage. 
 

5.7 It was indicated by housebuilders that aside from riverside plots, MetroGreen would be 

most suited to the delivery of mid-market family housing, dominated by a mix of 2,3 and 4 

bed houses. Given this, apartments have only been included in the mix of house types for 

MetroGreen Riverside East and MetroGreen Riverside West. Similarly, limited 5 bed 

houses have been included in the mix. 

Mix & Density 

5.8 The mix and density of development has been based upon C&W’s analysis of prevailing 

developments within the relevant market areas.  

 

5.9 In terms of density of development, we have adopted the following assumptions that 

reflect the previous viability work undertaken by Gateshead Council and updated based 

on C&Ws recent market review work. 

 

Use Gross Area Assumed Net 

Area 

Assumed Uses 

MetroGreen Riverside 

East 

22.67 ha 14.74 ha Residential 

Dunston West 16.02 ha 10.41 ha Residential 

Metro Green East 34.47 ha 22.41 ha Residential/Leisure 

MetroGreen Riverside 

West 

34.25 ha 22.26 ha Residential/Commercial 

Derwenthaugh East 8.72 ha 5.67 ha Residential 

Derwenthaugh West 11.17 ha 7.26 ha Residential 

 

5.10 To test viability at Stage I we will undertake an appraisal of each of the above sites 

assuming 100% residential development.  This can then be refined through the project as 

more detailed information is obtained on each sub area. Clearly, in making this 

assumption, this results in a higher quantum of dwellings than will ultimately be delivered, 

however it is considered reasonable for Stage 1 of viability testing where the purpose is 

to establish, at a high level, if uses are viable and the maximum level of development 

surplus that could be delivered. 
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5.11 In terms of residential unit sizes, we have adopted the following averages, having regard 

to Nationally Described Space Standards: 

 

Unit Type sq. m sq. ft. 

1 Bed Apt 45 485 

2 Bed Apt 66 710 

3 Bed Apt 85 915 

2 Bed House 75 807 

3 Bed House 96 1030 

4 Bed House 118 1270 

5 Bed House 139 1495 

Bungalow 96 1030 

 

5.12 The above areas are stated on a Net Sales Area basis.  

 

5.13 For river fronting sites, we have assumed a density of 20 units per acre (49 units per ha) 

in line with the Staithes South Bank development and total accommodation of 20,000 sq. 

ft. per acre.  For non-river fronting sites, we have assumed a density of 15 units per acre 

(37 units per ha) and total accommodation of 15,000 sq. ft. per acre.  This gives the 

following maximum development capacities: 

 

Area Gross Area Assumed Net 

Area 

Total 

Units 

MetroGreen Riverside 

East 

22.67 ha 

(56.02 acres) 

14.74 ha  

(36.42 acres) 
728 

Dunston West 16.02 ha 

(39.58 acres) 

10.41 ha 

(25.72 acres) 
386 

Metro Green East 34.47 ha 

(85.17 acres) 

22.41 ha 

(55.37 acres) 
830 

MetroGreen Riverside 

West 

34.25 ha 

(84.63 acres) 

22.26 ha 

(55.00 acres) 
1,100 

Derwenthaugh East 8.72 ha 

(21.55 acres) 

5.67 ha 

(14.01 acres) 
210 

Derwenthaugh West 11.17 ha 

(27.60 acres) 

7.26 ha 

(17.94 acres) 
269 

 

5.14 The total number of units set out above reflects the maximum capacity for each sub area 

prior to analysis of site constraints and the retention of any existing occupiers.  As further 

analysis is progressed as part of later stages of the MetroGreen project the total capacity 

will reduce.  At this stage this analysis is intended to provide a high-level analysis to ensure 
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that the sub area can viably support housing and the maximum headroom that could be 

generated to support abnormal costs and site wide infrastructure requirements.  This will 

be measured on a £ per acre basis. 

 

5.15 In respect of unit mix, we have adopted the following for each area: 
 

 
 

5.16 In respect to commercial uses we will test viability using a notional development for each 

use and that is not location/sub area specific.  These notional developments will be 

representative of the type of scheme that could come forward within MetroGreen and are 

intended to demonstrate the viability (and associated surplus/deficit) created that specific 

use.  In an area such as MetroGreen revenues and viability of commercial uses are less 

dependent on location than residential uses where revenues can fluctuate over a much 

smaller area.  It is therefore appropriate to focus on the viability of the use rather than the 

location. 

 

5.17 For this study, we have devised the following notional developments: 

 

Use Class Description 
Site 

Area 
Development 

B2-B8  Multi-let industrial estate 6 acres 25,000 sq. ft. 

Units ranging from 500 to 2,000 

sq. ft. 

B2/B8  Single Industrial Unit 2 acres Single industrial unit 

40,000 sq. ft. 

B1  Multi- let office park 3 acres 30,000 sq. ft. 

Own front door units, ranging 

from 1,500 to 6,000 sq. ft. 

B1  Single Office 1 acre 30,000 sq. ft. 

Capable of sub-division 

A1, A2, A5  Neighbourhood Retail 1 acre 10,000 sq. ft. 

Capable of subdivision  

A1 Local Supermarket 1 acre 15,000 sq. ft. 

Single occupier 
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Revenues 

 
5.18 Set out below are the revenue assumptions to be used in our viability appraisals.  These 

assumptions represent average expected revenues for varying use types, and in the case 

of residential, market areas. They have been informed by the Stage 1- Homes Report. We 

have adopted figures based on specific market evidence, rather than the Borough wide 

averages adopted in the Viability and Deliverability Report (Local Plans) (September 

2018), prepared by CP Viability Limited. The values reflect current market conditions and 

feedback received from housebuilders specific to MetroGreen. 

 

5.19 As average anticipated values, it is to be expected that unit prices for individual 

developments may vary however they provide an indication of what is to be reasonable 

expected at the current time. 

 

Residential Values (£ per sq. ft.) 

 

Unit Type sq. m sq. ft. 
Riverside 

East 

Dunston 

West 

MetroG. 

East 

Riverside 

West 

Derwent. 

East 

Derwent.

West 

1 Bed Apt 45 485 £200 £180 £185 £200 £190 £190 

2 Bed Apt 60 645 £200 £180 £185 £200 £190 £190 

3 Bed Apt 75 810 £200 £180 £185 £200 £190 £190 

2 Bed Hse 65 700 £195 £175 £180 £195 £185 £185 

3 Bed Hse 84 900 £195 £175 £180 £195 £185 £185 

4 Bed Hse 111 1200 £190 £170 £175 £190 £180 £180 

5 Bed Hse 139 1500 £190 £170 £175 £190 £180 £180 

Bungalow 88 950 £200 £180 £185 £200 £190 £190 

 
5.20 For our baseline appraisals, we will assume delivery of the 15% affordable housing, with 

a mix of 65% subsidised rent and 35% subsidised home ownership. This is in line with 

Gateshead Council’s Planning Obligations Supplementary Planning Document First 

Review (adopted December 2016). The value of affordable housing is calculated as 

proportion of the private sale unit value.  For this viability analysis, we have adopted the 

following proportions: 

 

• Social Tenures 40% of Market Value  

• Intermediate Tenures 60% of Market Value 

 
5.21 These are based on recent transfer values seen in land disposals undertaken by C&W.  

Higher values may be obtainable; however, a prudent approach is considered beneficial 

as part of this high-level viability analysis. 
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Commercial Revenues 

 
5.22 Set out below are the commercial revenue assumptions for commercial accommodation. 

These have been informed by our Stage 1- Office, Leisure and Retail Report. 

 

Use 

Class 
Description 

Rent  

(£ p sq 

ft) 

Incentives NEY 

B2-B8 
Multi-let industrial 

estate 
£5.50 

One month rent 

free per year 

certain 

7.5% 

B2/B8 
Single Industrial 

Unit 
£5.50 

One month rent 

free per year 

certain 

7% 

B1 
Multi- let office 

park 
£15.00 

12 months’ rent 

free for 5 years 

certain 

8% 

B1 Single Office £15.00 

18 months’ rent 

free for 5 years 

certain 

7.5% 

A1, A2, 

A5 

Neighbourhood 

Retail 
£15.00 

12 months’ rent 

free for 5 years 

certain 

7.5% 

A1 
Local 

Supermarket 
£20.00 

12 months’ rent 

free5 years 

certain 

6.5% 

 

5.23 For our study, we have excluded revenue inflation for both residential and commercial 

uses. 

Build Costs 

Base Build Costs  

 

5.24 Set out below are the core build cost assumptions.  These have utilised information from 

the BCIS database. The BCIS database is a widely recognised industry average that 

reflects the total cost of building the specified accommodation type.  It does however 

exclude allowances for non-plot/property costs including all external costs that would be 

required to facilitate development.  We have therefore made a percentage adjustment for 

each use type to reflect plot externals. 
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BCIS 

£ per sq m 
Externals 

Housing £727 +12.5% 

Apartments £855 +12.5% 

Offices £1,618 +10% 

Industrial £728 +10% 

Retail £954 +5% 

Supermarket £912 +20% 

 
Other Costs 

 

5.25 The following additional costs have been included: 

 

• Professional Fees 10% of build costs (commercial) 

• Professional Fees 6% of build costs (residential)  

• Contingency 5% of build costs 

• Site Acquisition Fees (Agent) 1% of land price 

• Site Acquisition Fees (Legal) 0.75% of land price 

• Finance Costs 6.5% interest on cashflow debt 

• Marketing Costs (Residential) 3% of GDV (Private Units) 

• Legal Fees £600 per residential unit 

• Marketing Fees (Commercial) 10% of Market Rent 

• Legal Fees (Commercial) 5% of Market Rent 

• NHBC/EPC Fees £1,000 per residential dwelling 

• Profit (Residential) 20% of GDV (Private)/6% of Cost (Affordable) 

• Profit (Commercial) 15% of total development costs 

• SDLT Statutory Rate 

Additional Costs 

5.26 In addition to build costs we must also make allowance for potential additional items or 

obligations to be incurred by a developer.  These will include abnormal development costs, 

S106 obligations and S278 requirements.  Our assumptions under each of these are as 

follows: 

 

S106 Costs 
 

5.27 For our baseline appraisals, we have been informed by the Council that typical S106 

agreements agreed in the borough are equivalent to £2,000 per dwelling.  We have 

adopted this figure in our base appraisals.   

 

 
Community Infrastructure Levy 
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5.28 For our baseline appraisal, we have adopted the following CIL rates: 

 

• Residential: £0 per sq. m. 

• Retail Warehouse: £50 per sq. m. 

• Retail A1 (<280 sq.m): £30 per sq. m. 

• Retail A1 (>280 sq.m.): £10 per sq m 

 

Abnormal Costs 

 
5.29 At the current time we have no information on abnormal costs. These have therefore been 

excluded from our analysis and will be included in further stages of work once further 

details are known. 

Build & Sale Rates 

5.30 In respect to residential accommodation we have assumed a build rate of 60 units per 

annum with sales phased to start 6 months after construction start. 

Benchmark Land Values 

5.31 In appraising each scenario, we will assume benchmark land values over which the 

residual land value must achieve to demonstrate a scheme to be viable.   

 

5.32 For the purposes of this analysis we have adopted the residential benchmark land values 

from the Gateshead & Newcastle Viability and Deliverability Report (September 2018).  

We believe this remains valid as per this report date. 
 

5.33 With regard to commercial sites, we consider the benchmark values set out in the 

Gateshead & Newcastle Viability and Deliverability Report (September 2018) to be too 

high for the MetroGreen location. We have therefore set benchmark land values based on 

our own knowledge of the commercial development market in Gateshead, differentiating 

between office, industrial, retail, retail warehouse and supermarket uses.  
 

5.34 The benchmark values have been set as follows: 

 
• Residential (riverside): £1,600,000 per hectare (£650,000 per acre) 

• Residential (other): £900,000 per hectare (£365,000 per acre) 

• Office £370,000 per hectare (£150,000 per acre) 

• Industrial £185,250 per hectare (£75,000 per acre) 

• Retail £617,500 per hectare (£250,000 per acre) 

• Retail Warehouse £1,235,000 per hectare (£500,000 per acre) 

• Supermarket £1,852,500 per hectare (£750,000 per acre) 

Viability 

5.35 To demonstrate viability our results for each scenario will use a traffic light coding system.  

This reflects the fact that development viability is not a fixed position for each site and 

each developer and individuals will each have their own appetite for risk and return that 

will determine if they pursue a project or not.  As such, the results of each appraisal will 

be presented to the council using the following system: 
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High Probability – the residual land value is 10% greater than the benchmark 

land value and would, in most situations, be considered viable. 

 

 

 

 Moderate Probability – the residual land value is within 10% of the 

benchmark land value.  This project may be considered viable by some 

developers, but not all. 

 

  

Low Probability – the residual land value is more than 10% below the 

threshold value and would be highly unlikely to be delivered. 

 

 

5.36 Alongside this traffic light system, we will also provide a figure, on all sites with a residual 

land value greater than the benchmark land value, for the level of surplus available 

created.  This surplus would indicate the potential budget available to fund infrastructure 

and abnormal costs associated with the wider MetroGreen project. Given the high-level 

nature of this analysis this surplus will be presented on a £ per acre basis. 

Sensitivity Analysis 

5.37 A residual appraisal, by its nature, is a snapshot in time and a development such a 

MetroGreen will be delivered in several phases and over a long period.  As such, the 

assumptions being used in our baseline appraisals will vary over this period.  To address 

this, we have undertaken a series of sensitivity analyses that assess the impact on viability 

resulting from changes to our baseline assumptions.   

 

5.38 The sensitivities tested are as follows:  

 

• Revenue: +/- 5% and 10% of baseline revenues to assess fluctuations in market 

conditions. 

• Build Costs: +/- 5% and 10% of baseline build costs to reflect changes in build 

costs and the potential to encounter abnormal costs. 

 

5.39 The results of all sensitivity analysis will again be presented using the above traffic light 

system. 
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6 New Evidence - Appraisal Results 

6.1 Within this section of the report we present the results of our viability analysis.  Full results 
tables are included as Appendix A.  We highlight that in considering these results tables, 
conclusions should only be drawn from the overall results, rather than from any one 
individual land value.  This is because each single appraisal represents only one potential 
development scenario at one point in time.  Detailed development proposals for 
MetroGreen are still to be established and they will be delivered over a long period and 
therefore subject to regular market fluctuations. 

 
6.2 Looking firstly at the residential scenarios and we set out below a colour coded summary 

of our analysis: 
 

 
 
6.3 As can be seen above, and as would be expected, residential use is found to be viable 

across MetroGreen.  The scenarios incorporating apartment development were found to 
show marginally less viability and this is reflective of the high upfront costs seen in 
apartment developments.  There may be potential to overcome some of this with a 
premium product or more innovative means of delivery.  Overall our initial analysis shows 
that there is a positive commercial opportunity for residential use at MetroGreen. 

 
6.4 To become unviable, our analysis shows that based on current revenues costs would 

typically need to rise by between 10-12.5% depending on site and type of 
accommodation. 

 
6.5 In terms of the potential surplus that could be generated for residential use we summarise 

below the headroom in each scenario, presented on a per acre basis: 
 

 
 
6.6 As can be seen above, depending on the scenario considered, individual sub areas can 

generate up to £455,000 per acre towards abnormal/infrastructure costs.  The maximum 
total surplus across all sub areas is £52,298,538.  The average surplus across all sub 
areas is £132,259 per acre giving a total average surplus of £27,041,684.  At this initial 
stage, and until further refinement of development scenarios is prepared, we believe 
these figures give the parameters within which to deliver site wide abnormal/infrastructure 
costs.  It should be noted that further budget could be generated but this would require a 
reduction in affordable housing or S106 requirements. 

 
6.7 Looking next at commercial uses and we include below a colour coded summary of our 

analysis: 
 
 

Sub Area Baseline -10% -5% 5% 10% -10% -5% 5% 10%

Metrogreen Riverside East

Dunston West

Metrogreen East

Metrogreen Riverside West

Derwenthaugh East

Derwenthaugh West

Revenue Sensitivity Build Cost Sensitivity

Revenue Sensitivity Build Cost Sensitivity

Sub Area Baseline -10% -5% 5% 10% -10% -5% 5% 10% Average Median

Metrogreen Riverside East 39,766£         160,665.71-£ 60,157-£    139,293£              238,529£              164,392£       102,232.26£ 23,062.36-£          86,333.47-£      39,333£                39,766£     

Dunston West 136,730£      24,276.21-£    56,302£    217,065£              297,328£              243,291£       190,047.67£ 83,324.53£          29,806.88£      136,624£              136,730£   

Metrogreen East 113,498£      25,448.08-£    44,208£    182,534£              251,387£              200,412£       157,053.19£ 69,711.32£          25,639.26£      113,222£              113,498£   

Metrogreen Riverside West 23,489-£         193,537.91-£ 108,182-£ 60,746£                144,655£              77,792£          27,323.20£    74,717.67-£          126,455.45-£    23,985-£                23,489-£     

Derwenthaugh East 272,517£      91,707.21£    182,127£ 362,887£              453,257£              385,486£       329,001.57£ 216,016.27£        159,485.51£    272,498£              272,517£   

Derwenthaugh West 255,901£      80,282.89£    168,118£ 343,654£              431,361£              365,362£       310,655.07£ 201,121.52£        146,307.08£    255,863£              255,901£   
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6.8 As can be seen above, commercial uses are, in the main, found not to be viable based 

on the assumptions made.  This does not mean that such uses could not come forward 
through the long-term development of MetroGreen, however as at the date of the analysis 
and market evidence available to us there are commercial challenges to bringing forward 
such uses save as to retail.  This is reflected in current market experience which shows 
that office uses are only being delivered in the prime locations or where they are 
underpinned by public sector support. 

 
6.9 In regards retail use this is shown to be viable and has the potential to generate a surplus 

across each scenario.  Our analysis shows that such a surplus can be up to £870,000 per 
acre with an average in the order of £425,000 per acre.  This is significantly enhanced by 
the supermarket use, with the typical surplus for neighbourhood retail being closer to 
£100,000 per acre. 

 
 

 

Use Baseline -10% -5% 5% 10% -10% -5% 5% 10%

B2-B8 (Multi)

B2-B8 (Single)

B1 (Multi)

B1 (Single)

A1, A2, A5

A1  

Revenue Sensitivity Build Cost Sensitivity
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7 Interrelation with Other Topic Themes  

7.1 This Topic Theme is interrelated to the other Topic Themes as follows: 

Table 7.1: Interrelation with other Topic Themes 

Topic Theme Interrelation  Outline Details 

Flood Risk and Water Management Yes Consideration to implications of quantum of residential 
development for flood risk and water management. 

Transport and Accessibility Yes Consideration to implications of quantum of residential 
development for transport and accessibility. 

Green infrastructure and Natural Environment Yes Consideration to implications of quantum of residential 

development regarding the need for green infrastructure to 

enhance the lifestyle of residents and the impact upon the 

Natural Environment. 

Homes Yes The Homes report has been used to inform appraisal 
assumptions. 

Office, Retain and Leisure Yes The Office, retail and Leisure report has been used to inform 
appraisal assumptions. 

Energy Utilities and Social Infrastructure Yes Consideration to implications of quantum of residential 

development upon capacity of existing energy, utilities and 

social infrastructure. 

Contamination Yes Consideration will need to be given to the cost implications 
of remediating to a standard for residential development. 

Spatial Framework Yes The spatial framework will inform viability appraisals at Stage 
2. 

Consultation Yes Consultation with developers has been used to inform the 
appraisal assumptions. 

Noise Desk Top Assessment Yes Ensure sites are suitable for residential development. 

Air Quality Desktop Assessment Yes Ensure sites are suitable for residential development. 

Archaeology Desktop Assessment Yes Ensure sites are suitable for residential development. 
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8 Conclusions  

8.1  The above analysis provides an indicative assessment of the viability of development on 
the development parcels within the study area.  The analysis is indicative, and it is 
expected that a more granular assessment will be prepared to accompany the 
subsequent stages of work on MetroGreen once further clarity is provided regarding 
scheme specification and technical details relating to site development costs. 
 

8.2  In respect of residential uses, our appraisals indicate that residential development based 
on the delivery of 60 units per annum per outlet is viable. Given the size of MetroGreen 
and that there are several parcels of land capable of being delivered independently, it is 
reasonable to assume that there would be multiple outlets at any one time. Looking at 
comparable large-scale sites across the north there are precedents of sites with 3-4 
house builders delivering at an aggregate rate of over 150 units per annum. On this basis 
we consider the proposed targeted quantity of 850 homes within the Local Plan period to 
2030 to be economically viable. 

 
8.3  It is important to note that the ability to deliver 850 homes within the Local Plan period 

will depend on a number of factors aside from viability- including: site assembly,  the 
number of house builders that can be secured to deliver on site concurrently and the lead 
in times to getting to commencement (encompassing planning application and approval 
timeframes, site marketing and disposal, site infrastructure and preparation works).  
 

8.4  Commercial uses are, in the main, found not to be viable based on the assumptions 
made.  This does not mean that such uses could not come forward through the long-term 
development of MetroGreen, however as at the date of the analysis and market evidence 
available to us there are commercial challenges to bringing forward such uses.  

 
8.5 The appraisals undertaken to assess economic viability in Stage 1 have been undertaken 

based upon the approach and assumptions set out herein. It is anticipated that as the 
options for the AAP evolve at Stage 2, indicative costings for several key infrastructure 
and ground works will be available which will allow a more detailed, bespoke set of 
appraisals to be prepared when testing the options.  
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Appendix A  

Residential Results 

 

 
 
  

Sub Area

Gross Area 

(Acres)

Net Area 

(Acres)

Total 

Units Benchmark RLV Proportion Viable Headroom

Headroom 

(per acre)

Metrogreen Riverside East 56.02 36.42 728 23,673,000£        25,121,286£        106.1178811 1,448,286£          39,766£            

Dunston West 39.58 25.72 386 9,387,800£          12,904,488£        137.460193 3,516,688£          136,730£          

Metrogreen East 85.17 55.37 831 20,210,050£        26,494,422£        131.0952818 6,284,372£          113,498£          

Metrogreen Riverside West 84.63 55.00 1100 35,750,000£        34,458,111£        96.38632448 1,291,889-£          23,489-£            

Derwenthaugh East 21.55 14.01 210 5,113,650£          8,931,615£          174.6622276 3,817,965£          272,517£          

Derwenthaugh West 27.6 17.94 269 6,548,100£          11,138,959£        170.1097876 4,590,859£          255,901£          

Sales Sensitivity

Sub Area

Gross Area 

(Acres)

Net Area 

(Acres)

Total 

Units Benchmark RLV Proportion Viable Headroom

Headroom 

(per acre) RLV Proportion Viable Headroom

Headroom 

(per acre) RLV Viable Headroom

Headroom 

(per acre) RLV Viable Headroom

Headroom 

(per acre)

Metrogreen Riverside East 56.02 36.42 728.4 23,673,000£        17,821,555.00£  75.28219913 5,851,445.00-£    160,665.71-£    21,482,087£        91 2,190,913.00-£    60,156.86-£     28,746,069£          5,073,069.00£    139,293£         32,360,209.00£  8,687,209£          238,529£      

Dunston West 39.58 25.72 385.8 9,387,800£          8,763,416.00£    93.34898485 624,384.00-£        24,276.21-£      10,835,876£        115 1,448,076.00£    56,301.56£     14,970,704£          5,582,904.00£    217,065£         17,035,080.00£  7,647,280£          297,328£      

Metrogreen East 85.17 55.37 830.55 20,210,050£        18,800,990.00£  93.02792423 1,409,060.00-£    25,448.08-£      22,657,862£        112 2,447,812.00£    44,208.27£     30,316,975£          10,106,925.00£  182,534£         34,129,342.00£  13,919,292£        251,387£      

Metrogreen Riverside West 84.63 55 1100 35,750,000£        25,105,415.00£  70.22493706 10,644,585.00-£  193,537.91-£    29,799,991£        83 5,950,009.00-£    108,181.98-£  39,091,046£          3,341,046.00£    60,746£            43,706,000.00£  7,956,000£          144,655£      

Derwenthaugh East 21.55 14.01 210.15 5,113,650£          6,398,468.00£    125.1252628 1,284,818.00£    91,707.21£      7,665,251£          150 2,551,601.00£    182,127.12£  10,197,701£          5,084,051.00£    362,887£         11,463,786.00£  6,350,136£          453,257£      

Derwenthaugh West 27.60 17.94 269.1 6,548,100£          7,988,375.00£    121.9953116 1,440,275.00£    80,282.89£      9,564,144£          146 3,016,044.00£    168,118.39£  12,713,253£          6,165,153.00£    343,654£         14,286,721.00£  7,738,621£          431,361£      

Build Cost Sensitivity

Sub Area

Gross Area 

(Acres)

Net Area 

(Acres)

Total 

Units Benchmark RLV Proportion Viable Headroom

Headroom 

(per acre) RLV Proportion Viable Headroom

Headroom 

(per acre) RLV Viable Headroom

Headroom 

(per acre) RLV Viable Headroom

Headroom 

(per acre)

Metrogreen Riverside East 56.02 36.42 728.4 23,673,000£        29,660,166.00£  125.2911165 5,987,166.00£    164,392.26£    27,396,299£        116 3,723,299.00£    102,232.26£  22,833,069£          839,931.00-£        23,062-£            20,528,735.00£  3,144,265-£          86,333-£        

Dunston West 39.58 25.72 385.8 9,387,800£          15,645,235.00£  166.6549671 6,257,435.00£    243,290.63£    14,275,826£        152 4,888,026.00£    190,047.67£  11,530,907£          2,143,107.00£    83,325£            10,154,433.00£  766,633£              29,807£        

Metrogreen East 85.17 55.37 830.55 20,210,050£        31,306,847.00£  154.9073209 11,096,797.00£  200,411.72£    28,906,085£        143 8,696,035.00£    157,053.19£  24,069,966£          3,859,916.00£    69,711£            21,629,696.00£  1,419,646£          25,639£        

Metrogreen Riverside West 84.63 55 1100 35,750,000£        40,028,536.00£  111.9679329 4,278,536.00£    77,791.56£      37,252,776£        104 1,502,776.00£    27,323.20£     31,640,528£          4,109,472.00-£    74,718-£            28,794,950.00£  6,955,050-£          126,455-£      

Derwenthaugh East 21.55 14.01 210.15 5,113,650£          10,514,309.00£  205.6126055 5,400,659.00£    385,486.01£    9,722,962£          190 4,609,312.00£    329,001.57£  8,140,038£            3,026,388.00£    216,016£         7,348,042.00£    2,234,392£          159,486£      

Derwenthaugh West 27.60 17.94 269.1 6,548,100£          13,102,687.00£  200.0990669 6,554,587.00£    365,361.59£    12,121,252£        185 5,573,152.00£    310,655.07£  10,156,220£          3,608,120.00£    201,122£         9,172,849.00£    2,624,749£          146,307£      

Baseline

-10% -5% 5% 10%

-10% -5% 5% 10%
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Commercial Results 

 

 

Sub Area

Net Area 

(Acres) Benchmark RLV Proportion Viable Headroom

Headroom    

(per acre)

B2-B8 (Multi) 6.00 450,000£     765,069-£              -170.0 1,215,069-£            202,512-£             

B2-B8 (Single) 2.00 150,000£     1,055,630-£          -703.8 1,205,630-£            602,815-£             

B1 (Multi) 3.00 450,000£     1,810,077-£          -402.2 2,260,077-£            753,359-£             

B1 (Single) 1.00 150,000£     2,064,542-£          -1376.4 2,214,542-£            2,214,542-£         

A1, A2, A5 1.00 250,000£     336,194£              134.5 86,194£                  86,194£               

A1  1.00 750,000£     1,470,426£          196.1 720,426£                720,426£             

Sales Sensitivity

Sub Area

Net Area 

(Acres) Benchmark RLV Proportion Viable Headroom

Headroom    

(per acre) RLV Proportion Viable Headroom

Headroom 

(per acre) RLV Viable Headroom

Headroom 

(per acre) RLV Proportion Viable Headroom

Headroom 

(per acre)

B2-B8 (Multi) 6.00 450,000£     892,860.00-£        -198.4 1,342,860.00-£      223,810.00-£       832,011-£       -185 1,282,011.00-£    213,668.50-£    691,343-£       1,141,343.00-£    190,224-£          609,554-£              -135 1,059,554-£    176,592-£         

B2-B8 (Single) 2.00 150,000£     1,280,715.00-£    -853.8 1,430,715.00-£      715,357.50-£       1,173,286-£    -782 1,323,286.00-£    661,643.00-£    925,549-£       1,075,549.00-£    537,775-£          781,200-£              -521 931,200-£       465,600-£         

B1 (Multi) 3.00 450,000£     2,187,168.00-£    -486.0 2,637,168.00-£      879,056.00-£       2,007,226-£    -446 2,457,226.00-£    819,075.33-£    1,592,259-£    2,042,259.00-£    680,753-£          1,350,223-£          -300 1,800,223-£    600,074-£         

B1 (Single) 1.00 150,000£     22,489,951.00-£  -14993.3 22,639,951.00-£    22,639,951.00-£ 2,287,132-£    -1525 2,437,132.00-£    2,437,132.00-£ 1,818,873-£    1,968,873.00-£    1,968,873-£       1,545,690-£          -1030 1,695,690-£    1,695,690-£      

A1, A2, A5 1.00 250,000£     210,452.00£        84.2 39,548.00-£            39,548.00-£         270,897£       108 20,897.00£          20,897.00£       408,398£       158,398.00£        158,398£          488,659£              195 238,659£       238,659£         

A1  1.00 750,000£     1,174,624.00£    156.6 424,624.00£          424,624.00£       1,315,455£    175 565,455.00£        565,455.00£    1,641,769£    891,769.00£        891,769£          1,832,215£          244 1,082,215£    1,082,215£      

Build Cost Sensitivity

Sub Area

Net Area 

(Acres) Benchmark RLV Proportion Viable Headroom

Headroom    

(per acre) RLV Proportion Viable Headroom

Headroom 

(per acre) RLV Viable Headroom

Headroom 

(per acre) RLV Proportion Viable Headroom

Headroom 

(per acre)

B2-B8 (Multi) 6.00 450,000£     554,492.00-£        -123.2 1,004,492.00-£      167,415.33-£       659,718-£       -147 1,109,718.00-£    184,953.00-£    870,664-£       1,320,664.00-£    220,111-£          976,260-£              -217 1,426,260-£    237,710-£         

B2-B8 (Single) 2.00 150,000£     719,024.00-£        -479.3 869,024.00-£          434,512.00-£       887,268-£       -592 1,037,268.00-£    518,634.00-£    1,223,992-£    1,373,992.00-£    686,996-£          1,392,823-£          -929 1,542,823-£    771,412-£         

B1 (Multi) 3.00 450,000£     1,249,949.00-£    -277.8 1,699,949.00-£      566,649.67-£       1,530,014-£    -340 1,980,014.00-£    660,004.67-£    2,090,233-£    2,540,233.00-£    846,744-£          2,371,279-£          -527 2,821,279-£    940,426-£         

B1 (Single) 1.00 150,000£     1,442,177.00-£    -961.5 1,592,177.00-£      1,592,177.00-£   1,753,360-£    -1169 1,903,360.00-£    1,903,360.00-£ 2,376,114-£    2,526,114.00-£    2,526,114-£       2,688,388-£          -1792 2,838,388-£    2,838,388-£      

A1, A2, A5 1.00 250,000£     429,876.00£        172.0 179,876.00£          179,876.00£       383,035£       153 133,035.00£        133,035.00£    289,353£       39,353.00£          39,353£             242,295£              97 7,705-£            7,705-£              

A1  1.00 750,000£     1,626,004.00£    216.8 876,004.00£          876,004.00£       1,548,215£    206 798,215.00£        798,215.00£    1,392,637£    642,637.00£        642,637£          1,314,848£          175 564,848£       564,848£         

-10% -5% 5% 10%

Baseline

-10% -5% 5% 10%


