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[bookmark: _Toc229057979]1. Introduction
Development appraisals are an essential component of decision-making within the construction and property development industries. They provide a structured and objective assessment of a project’s financial viability, enabling developers to determine whether a scheme can meet its costs, satisfy planning obligations, deliver an appropriate land value, and generate a sufficient return relative to the risks involved. In an increasingly competitive market, particularly where construction firms adopt the role of developer, the ability to critically evaluate financial feasibility is fundamental to ensuring long-term commercial success. 
This report presents a detailed development appraisal for a proposed residential scheme located in Slade, Oxwich, Swansea (SA3). The scheme involves the demolition of an existing structure and the construction of two detached residential dwellings, together with associated landscaping, access arrangements, and ancillary outbuildings. The appraisal draws upon SPONS construction cost data, planning guidance obtained through pre-application consultation, and financial modelling derived from the provided return on investment (ROI) calculations.
The purpose of this report is to determine whether the scheme is financially viable and capable of delivering a market-adjusted return. In doing so, it will examine development costs, projected values, planning constraints, and risk factors. Furthermore, it will evaluate opportunities to enhance both financial performance and sustainability outcomes, reflecting the increasing importance of ethical and environmental considerations within contemporary development practice.




[bookmark: _Toc229057980]2. Site Context and Existing Conditions
The subject site is located within the rural settlement of Slade, on the Gower Peninsula, an area designated as an Area of Outstanding Natural Beauty (AONB). This designation represents a significant planning constraint, as it requires development to conserve and enhance the natural landscape. As a result, proposals within the AONB are subject to a higher level of scrutiny compared to standard residential developments. (Swansea Council, 2021)
The existing structure on the site is proposed for demolition, indicating that it is either structurally obsolete or does not represent the most efficient use of the land. The absence of any significant planning history suggests that the site has not been subject to prior development constraints or refusals, which can be considered advantageous in terms of establishing development potential . 
However, the site is not without its challenges. The topography is sloping, which introduces additional complexity in terms of groundworks and foundation design. Retaining structures will likely be required, increasing both cost and construction risk. Furthermore, the presence of boundary hedgerows and the potential for protected species, such as bats, necessitates ecological assessment and mitigation measures. (Heneb, N/A)Figure 1- Topography of Slade.

From a market perspective, the site’s location is highly advantageous. The Gower Peninsula is widely regarded as one of the most desirable residential areas in the region, with strong demand for high-quality housing. (Swnasea Council, 2021) This demand is driven by the area’s natural beauty, limited housing supply, and appeal to lifestyle buyers. Consequently, while the site presents technical and regulatory challenges, it also offers significant potential for value generation. (Thomson, 2026)
[bookmark: _Toc229057981]3. Planning and Regulatory Framework
The proposed development must be assessed in accordance with the Swansea Local Development Plan (2019), which provides the statutory framework for planning decisions in the area. Several key policies are particularly relevant to the scheme.
Policy PS2 emphasises the importance of placemaking and requires development to contribute positively to local character through high-quality design. (Swansea Coucil, 2019) Policy ER4 relates specifically to the Gower AONB and mandates that development must conserve and enhance the natural beauty of the area. (Swansea Council, 2019) Policy HC2 addresses conservation areas, requiring development to preserve or enhance their character and setting. (Swansea Council, 2025)
Pre-application advice from the local authority indicates that the principle of constructing two dwellings is acceptable and that the proposed contemporary vernacular design approach is supported . However, the response also identifies several areas requiring further detail, including ecological surveys, parking arrangements, and the design of ancillary outbuildings. (Healey, 2026)
This feedback suggests that planning risk is moderate rather than prohibitive. While the scheme aligns with policy objectives, its success will depend on the submission of comprehensive supporting information and careful design development. Failure to address these requirements adequately could result in delays, increased costs, or potential refusal.

[bookmark: _Toc229057982]4. Development Proposal and Market Positioning
The proposed development comprises two detached, two-storey residential dwellings designed in a contemporary vernacular style. The use of materials such as timber cladding and slate roofing reflects an intention to integrate the development within its rural context while maintaining a high level of architectural quality as seen in Figure 2.
Figure 2- Elevation and floor plan.


The target market for the scheme is the upper segment of the residential market, including lifestyle buyers and second-home purchasers. This is consistent with prevailing trends within the Gower Peninsula, where demand is driven by location and quality rather than volume housing provision.
The low-density nature of the scheme aligns with planning expectations within the AONB and enhances its exclusivity. However, it also limits the ability to achieve economies of scale, placing greater emphasis on maximising value per dwelling. This makes the scheme particularly sensitive to both construction costs and achievable sale values.

[bookmark: _Toc229057983]5. Development Costs and Capital Expenditure
A detailed assessment of development costs has been undertaken using SPONS benchmarks, adjusted to reflect the specific characteristics of the site and the proposed specification. (AECOM, 2023)
The land acquisition cost is estimated at £350,000, reflecting the premium associated with development land in high-value rural locations. Construction costs are based on a total floor area of approximately 300 square metres, with an average cost of £2,000 per square metre. This results in a base construction cost of £600,000, which is consistent with high-quality residential development. 
External works, including landscaping, drainage, and retaining structures, are estimated at £120,000. These costs are relatively high due to the site’s topography and the need to integrate the development sensitively within its surroundings.
Professional fees, including architectural, engineering, and planning services, are calculated at approximately 10% of construction costs, equating to £90,000. Planning-related costs, such as ecological and tree surveys, are estimated at £20,000.
A contingency allowance of 10% has been applied to construction and external works, resulting in £83,000. This reflects the inherent uncertainties associated with site conditions and construction complexity. Finance costs, derived from the ROI model, are estimated at £75,000, taking into account interest and associated fees over the development period.
The total development cost is therefore calculated at approximately £1.34 million. This figure provides the basis for evaluating the financial viability of the scheme. 
Please follow link provided for ROI model- ROI Model



[bookmark: _Toc229057984]6. Gross Development Value and Financial Performance
The gross development value (GDV) represents the total anticipated revenue from the sale of the completed dwellings. Based on comparable properties within the Gower Peninsula, each dwelling is expected to achieve a sale price of approximately £800,000, resulting in a total GDV of £1.6 million. (Zoopla, 2026)
The projected profit is therefore £262,000, calculated as the difference between GDV and total development cost. This equates to a return on cost of 19.6% and a return on GDV of 16.4%.
From an industry perspective, a return on cost of between 15% and 20% is generally considered acceptable for residential development projects. The scheme therefore meets the lower threshold of viability. However, the relatively narrow margin highlights the sensitivity of the scheme to cost increases and market fluctuations. Even minor deviations from the assumed values could significantly impact overall profitability. (RICS, 2019) (Premier construction software, 2026)

[bookmark: _Toc229057985]7. Case Study Comparison
A review of comparable developments within rural and AONB locations indicates that similar schemes typically achieve strong sales values where design quality and environmental integration are prioritised. Case studies demonstrate that developments incorporating high-quality materials, sustainable technologies, and context-sensitive design often outperform standard housing in terms of both value and demand. (Georgios & Barrai, 2023)
These findings reinforce the importance of aligning the proposed scheme with market expectations and planning requirements. In particular, they highlight the potential to enhance GDV through improved design and sustainability measures. (Bassi, et al., 2021)

[bookmark: _Toc229057986]8. Risk and Opportunity Analysis
The viability of the scheme is subject to a range of risks, which must be carefully managed to ensure successful delivery.
Planning risk is associated with the site’s location within the AONB and the requirement to satisfy stringent policy criteria. While pre-application feedback is positive, the need for additional surveys and design refinement introduces the potential for delays. (Romagos, 2025)
Construction risk arises from the site’s topography and the complexity of groundworks. Unexpected ground conditions could lead to cost overruns, emphasising the importance of detailed site investigation and contingency planning.
Financial risk relates to fluctuations in interest rates and construction costs. Given the relatively tight profit margin, increases in either could reduce returns below acceptable levels. (RICS, 2015)
Market risk reflects the sensitivity of high-end residential properties to economic conditions. While the location supports strong demand, external factors such as interest rates and buyer confidence may influence sales values. (Taroun, et al., 2011)
Despite these risks, the scheme presents several opportunities. The premium location supports strong GDV, while the limited supply of new housing in the area enhances market demand. There is also potential to increase value through improved design and sustainability features.





[bookmark: _Toc229057987]9. Sustainability and Ethical Considerations
Sustainability is an increasingly important aspect of development appraisal, reflecting both regulatory requirements and evolving market expectations. Incorporating sustainable design features can enhance the environmental performance of the development while also increasing its attractiveness to buyers. (UK GBC, 2024)
Potential measures include air source heat pumps, solar photovoltaic panels, and sustainable drainage systems. These features contribute to reduced energy consumption and improved environmental performance, aligning with broader sustainability objectives. (HM Government, 2023)
While the implementation of such measures may increase upfront costs, they can also result in higher sale values and improved long-term asset performance. In the context of the AONB, sustainable design is particularly important, as it supports the conservation of the natural environment. (NRW, 2023)
From an ethical perspective, the development must balance economic objectives with environmental responsibility. By adopting a sustainable approach, the scheme can deliver both financial and social value. (DDC Solutions, 2024)








[bookmark: _Toc229057988]10. Strategies to Enhance Financial Performance
Given the relatively modest profit margin, it is important to explore strategies to improve financial performance. (Welsh Government , 2025)
One approach is to increase GDV through enhanced design quality and specification. High-end buyers are often willing to pay a premium for properties that offer superior aesthetics and sustainability. (PropInvest CO., 2025)
Cost reduction strategies may also be considered, although these must be carefully managed to avoid compromising quality. Value engineering of structural elements may provide opportunities for savings without affecting overall performance. (RICS, 2023)
Planning optimisation represents another potential strategy. This could involve refining the layout to maximise usable floor area or exploring opportunities for additional accommodation within policy constraints. (Callister, 2025)
[bookmark: _Toc229057989]11. Conclusion
This development appraisal demonstrates that the proposed residential scheme in Oxwich is financially viable, achieving a return on cost of approximately 19.6%, which is broadly consistent with accepted industry benchmarks for residential developments. Although this indicates that the project is capable of generating a satisfactory profit, the margin remains relatively tight, meaning the success of the scheme will depend on effective financial management and careful control of development risks throughout the project lifecycle.
The scheme benefits significantly from its location within the desirable coastal area of Oxwich, where demand for high-quality residential property is likely to remain strong. In addition, the positive pre-application feedback received from the local planning authority suggests that the principle of development may be supported, helping to reduce some planning uncertainty at an early stage. However, despite these positive factors, the site is also subject to important environmental and planning constraints. Issues relating to ecology, landscape impact, drainage requirements, and local planning policies may increase development costs or influence the final design and scale of the scheme.
To ensure successful delivery, the developer must adopt a proactive approach to project management, risk mitigation, and cost control. This should include regular reviews of the appraisal assumptions, close monitoring of construction costs, and the use of contingency allowances to protect profitability against inflation, material price increases, and programme delays. Early engagement with consultants, planners, and environmental specialists will also be essential in reducing unforeseen risks during both the planning and construction phases.
Furthermore, there is clear potential to improve the overall value and long-term performance of the development through enhanced sustainability and design quality. Incorporating energy-efficient construction methods, sustainable drainage systems, and environmentally sensitive landscaping could strengthen the marketability of the scheme while supporting compliance with modern planning and environmental expectations. Overall, the appraisal concludes that the development has strong potential to deliver both financial returns and a high-quality residential environment, provided that risks are carefully managed and the scheme is delivered efficiently and responsibly.
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