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1 Introduction  

The West of England Combined Authority (‘WECA’, ‘the Authority’) - comprising Bristol City Council, 
South Gloucestershire Council and Bath & North East Somerset Council (‘the Unitary Authorities’, 
‘UA’) - have commissioned BNP Paribas Real Estate to provide a viability advice to inform the Spatial 
Development Strategy (‘SDS’).  The SDS will provide a framework for the long-term provision of 
housing, employment and infrastructure (including green infrastructure).  The SDS is a long term 
strategic plan covering the period 2022- 2042 intended to provide a clear strategic narrative based on 
key principles of clean and inclusive recovery and growth, with sub-objectives including carbon 
reduction; protecting and enhancing the natural environment; placemaking; and affordability.   

The SDS will provide a framework for the Local Plans of each of the three local authorities and will 
therefore set high level policy and also indicate broad locations for growth.  Broad locations for growth 
will be determined taking account of constraints, capacity and deliverability.  As part of this exercise, 
the Authority is seeking to determine the high-level viability of a range of development typologies to 
inform its assessment of various scenarios as part of the technical process to assist in arrive at the 
SDS housing requirement.  The objectives are summarised as follows: 

■ Purpose: to provide viability advice to assist the Authority in arriving at a preferred scenario that 
will underpin the housing requirement;  

■ Outputs: undertake a high level assessment of a range of development typologies by value areas;  

The Authority will use the results to assist in arriving at a housing requirement.   It is important to note 
that the Study is not intended to address the detail of local plan requirements and this will be 
addressed by each of the UAs individually at the appropriate time.   

This report sets out the inputs to and results of appraisals of the development typologies identified by 
the Authority.  The report has regard to the National Planning Policy Framework and the ‘Viability’ 
section of the Planning Practice Guidance.  The appraisals test at high level the viability of the 
development typologies in at a range of values reflecting recently achieved residential sales values in 
each UA area.   

1.1 BNP Paribas Real Estate 

BNP Paribas Real Estate is a leading firm of chartered surveyors, town planning and international 
property consultants.  The practice offers an integrated service from nine offices within the United 
Kingdom and over sixty offices in key commercial centres in Europe, the United States of America and 
the Asian and Pacific regions. 

BNP Paribas Real Estate has a wide ranging client base, acting for international companies and 
individuals, banks and financial institutions, private companies, public sector corporations, government 
departments, local authorities and registered providers (RPs).   

The full range of property services includes:  

■ Planning and development consultancy; 
■ Affordable housing consultancy; 
■ Valuation and real estate appraisal; 
■ Property investment; 
■ Agency and Brokerage; 
■ Property management; 
■ Building and project consultancy; and 
■ Corporate real estate consultancy. 

This report has been prepared by Anthony Lee MRTPI MRICS, RICS Registered Valuer. 

We have extensive experience of advising landowners, developers, local authorities and RPs on the 
value of affordable housing and economically and socially sustainable residential developments.  We 
have also advised over sixty authorities on the viability of development in their areas for the purposes 
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of setting local plan policies and CIL charging schedules.   

In 2007, we were appointed by the GLA to review its Development Control Toolkit Model (commonly 
referred to as the “Three Dragons” model). This review included testing the validity of the Three 
Dragons’ approach to appraising the value of residential and mixed use developments; reviewing the 
variables used in the model; and advising on areas that required amendment in the re-worked toolkit. 
In 2011, we were appointed again by the GLA to undertake a further independent review of the toolkit 
and other available appraisal models. Our report was published by the GLA in October 2012 and as a 
result of our findings and recommendations the GLA published an updated version of the toolkit in 
February 2014.   

In addition, we were retained by Homes England to advise on better management of procurement of 
affordable housing through planning obligations.  As part of the commission, we developed an Area 
Wide Viability Model to establish the levels of grant funding required in an area to meet affordable 
housing targets.   

Anthony Lee was a member of the working group under the chairmanship of Sir John Harman which 
prepared guidance titled ‘Viability Testing Local Plans: Advice for Practitioners’, published by the Local 
Housing Delivery Group in 2012.  He was a member of the ‘Developer Contributions Technical Expert 
Panel’ established by MHCLG to advise on the use of viability assessments in local plans and 
development management.  This group advised on the viability section of the 2019 Planning Practice 
Guidance.  He is also a member of the RICS Working Group on the valuation of affordable housing.  

1.2 Report structure  

This report is structured as follows:   

Section 2 provides an overview of the role of viability in plan making and outlines the approaches 
adopted to testing viability, including establishing appraisal inputs and benchmark land values; 

Section 3 describes our methodology and approach to testing the development typologies;    

Section 4 outlines the inputs adopted in our appraisals of the SDLs;  

Section 5 assesses the outputs of the appraisals and the extent to which the development typologies 
will be viable in each UA area; and  

Section 6 sets out our conclusions.    

1.3 Disclaimer 

In preparing this report and the supporting appraisals, we have given full regard to the RICS Guidance 
Note (‘GN’) ‘Assessing viability in planning under the National Planning Policy Framework for England 
2019’ (first edition, March 2021).  However, paragraph 2.2.3 of the GN acknowledges that statutory 
planning guidance takes precedence over RICS guidance.  Conflicts may emerge between the GN 
and the PPG and/or other adopted development plan documents.  In such circumstances, we have 
given more weight to the PPG and development plan documents.  

In carrying out this assessment, we have acted with objectivity, impartiality, without interference and 
with reference to all appropriate available sources of information.   

We are not aware of any conflicts of interest in relation to this assessment.   

In preparing this report, no ‘performance-related’ or ‘contingent’ fees have been agreed.    

The report is addressed to the West of England Combined Authority only and should not be 
reproduced without our consent.   
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2 Viability and plan making  

In this section, we consider the viability drivers for local authorities, developers and landowners in the 
context of plan making.  These drivers include the need for development to generate reasonable 
returns to landowners and developers.  We provide an overview of the mechanics of assessing 
viability and consider the reasons why local planning authorities need to be mindful of viability when 
developing local plans.  We address the requirements set out in the National Planning Policy 
Framework and Planning Practice Guidance, and the guidance offered on this matter in ‘Viability 
testing local plans: Advice for planning practitioners’ published by the Local Housing Delivery Group.  
Although the SDS does not seek to introduce detailed policy, nor does it allocate sites for 
development, the principles for testing its viability are consistent with those applied to testing local 
plans. 

2.1 National guidance  

2.1.1 National Planning Policy Framework  

In February 2019, the government published a revised NPPF and revised PPG, with subsequent 
updates to the PPG in May and September 2019.  The NPPF has recently been further revised, in July 
2021, however there are no changes directly relevant to viability testing.  

Paragraph 34 of the NPPF states that “Plans should set out the contributions expected from 
development. This should include setting out the levels and types of affordable housing provision 
required, along with other infrastructure (such as that needed for education, health, transport, flood 
and water management, green and digital infrastructure). Such policies should not undermine the 
deliverability of the plan”.   

Paragraph 58 of the NPPF suggests 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 up to the applicant to demonstrate whether particular circumstances justify the need for a 
viability assessment at the application stage. The weight to be given to a viability assessment is a 
matter for the decision maker, having regard to all the circumstances in the case, including whether 
the plan and the viability evidence underpinning it is up to date, and any change in site circumstances 
since the plan was brought into force. All viability assessments, including any undertaken at the plan-
making stage, should reflect the recommended approach in national planning guidance, including 
standardised inputs, and should be made publicly available”. 

In Bath and Bristol and other major settlements within the area, the fine grain pattern of types of 
development and varying existing use values make it impossible to realistically test a sufficient number 
of typologies to reflect every conceivable scheme that might come forward over the plan period.     

2.1.2 Planning Practice Guidance PPG requirements 

The Planning Practice Guidance (‘PPG’) stresses the need for evidence on viability to ensure that 
Local Plan vision and policies are realistic.  Paragraph 003 stresses that “assessing the viability of 
plans does not require individual testing of every site or assurance that individual sites are viable.  
Plan makers can use site typologies to determine viability at the plan making stage”.  Evidence should 
be proportionate and not every site needs to be tested.   

The PPG goes on to indicate that local planning authorities should consider the range of costs on 
development, including those imposed through national and local standards; local policies;  the 
Community Infrastructure Levy; and potential Section 106 obligations.   

The PPG indicates that local plan policies should be tested using current costs and current values, 
and not based on “an expectation of future rises in values at least for the first five years of the plan 
period”.   

Prior to the publication of the updated NPPF and the revised PPG, the meaning of a “competitive 
return” had been the subject of considerable debate.  For the purposes of testing the viability of a 
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Local Plan, the Local Housing Delivery Group concluded that the current use value of a site (or a 
credible alternative use value) plus an appropriate uplift, represents a competitive return to a 
landowner.  Some members of the RICS considered that a competitive return is determined by market 
value , although there was no consensus around this view.  The revised NPPF removes the 
requirement for “competitive returns” and is silent on how landowner returns should be assessed.  The 
revised PPG indicates that viability testing of plans should be based on existing use value plus a 
landowner premium.  The revised PPG also expresses a preference for plan makers to test the 
viability of planning obligations and affordable housing requirements at the plan making stage in the 
anticipation that this may reduce the need for viability testing developments at the development 
management stage.  Local authorities have, of course, been testing the viability of their plan policies 
since the first NPPF was adopted , but have adopted policies based on the most viable outcome of 
their testing, recognising that some schemes coming forward will not meet the targets.  This approach 
maximises delivery, as there is flexibility for schemes to come forward at levels of obligations that are 
lower than the target, if a proven viability case is made.  The danger of the approach in the revised 
NPPF is that policy targets will inevitably be driven down to reflect the least viable outcome; schemes 
that could have delivered more would not do so.          

2.1.3 Local Housing Delivery Group guidance1 

Section 2 of the Local Housing Delivery Group guidance identifies the purpose and role of viability 
assessments within plan-making.  This identifies that: “the role of the test is not to give a precise 
answer as to the viability of every development likely to take place during the plan period.  No 
assessment could realistically provide this level of detail. Some site-specific tests are still likely to be 
required at the development management stage.  Rather, it is to provide high level assurance that the 
policies within the plan are set in a way that is compatible with the likely economic viability of 
development needed to deliver the plan”.  The guidance recommends that some form of sensitivity 
testing is carried out after the first five years of the plan to test the robustness of key outcomes of 
viability testing.        

2.2 Assessing viability  

When establishing the extent to which developments in an area are viable and able to meet planning 
policy requirements, the key issue is the extent to which there is a ‘surplus’ above the value of the site 
in existing use (being the lowest value that a landowner would normally accept for their site).  The 
ability of sites to accommodate policy requirements is therefore a key consideration in the plan making 
process; if the cumulative impact of policy requirements is too high, landowners may not bring their 
sites forward for development, or there may be a need for additional public investment to support 
growth to ensure the plan is deliverable.  Viability at the plan making stage therefore helps to establish 
a level of policy requirements that can be viably provided in ‘average’ circumstances.   

It is important to note that sites across a local authority area are typically heterogeneous; variations 
between sites and site-specific factors will mean that there is no ‘one-size fits all’ policy and a degree 
of flexibility is required in the application of plan policies.  Most councils’ policy requirements for 
affordable housing are framed as targets which are subject to site-specific circumstances, including 
the viability of development.  When a developer is unable to meet the policy targets in full, the onus is 
upon them to demonstrate why the scheme cannot do so by submitting a Viability Appraisal with the 
planning application.  The planning authority will then procure valuation advice to validate appraisals 
submitted by applicants and this process frequently results in a change in the level of affordable 
housing provision. 

There are various appraisal models available to test the viability of developments.  These models all 
share similar characteristics and can produce results in different ways.  The main options are as 
follows:   

■ A residual land value as an output; or  
 

■ Land cost as an input, with profit as the output.   

                                                      
1 Although this guidance pre-dates the 2019 PPG, the approaches it outlines fully accord with the requirements in the PPG. 
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The various inputs to an appraisal are summarised in Figures 2.2.1 and 2.2.2.  The same approach 
applies whether the appraisal is used for testing SDS-level policies, local plans or specific schemes 
submitted for consideration by development management teams.  Clearly one of the additional key 
factors is time and flows of income and cost at various points over the development period, which we 
consider later.  Developments which have large upfront costs of providing on-site infrastructure, with 
sales revenues received much later will incur more interest than developments which have low upfront 
costs and early revenue receipts.  Interest incurred by the Developer will be a contributing factor to the 
residual land value; the lower the interest cost, the higher the residual land value (all other factors 
remaining equal of course).      

Figure 2.2.1: Appraisal model (residual land value)  

GROSS DEVELOPMENT VALUE (‘GDV’)  

Private house and flat sales values  

Receipt from Registered Provider for affordable units 

Car parking sales  

Ground rents  

Investment value of commercial floorspace  

A 

LESS   

DEVELOPMENT COSTS    

 Base build costs  

Site infrastructure  

Contingencies  

Professional fees  

Marketing costs and disposal fees 

Finance 

Planning obligations, CIL and other statutory costs  

B 

DEVELOPER’S PROFIT  C  

RESIDUAL LAND VALUE  = A – (B + C) 

Figure 2.2.2: Appraisal model (profit as output)  

GDV 

Private house and flat sales values  

Receipt from Registered Provider for affordable units  

Car parking sales  

Ground rents  

Investment value of commercial floorspace  

A 

LESS   

DEVELOPMENT COSTS    

 Site value   

 Base build costs  

Site infrastructure  

Contingencies  

Professional fees  

Marketing costs and disposal fees  

Finance  

Planning obligations, CIL and other statutory costs  

B 

SITE VALUE   C  

PROFIT  = A – (B + C) 

There are alternative approaches to determining viability which do not rely so heavily on the traditional 
residual land valuation methodology.  During recessionary periods, developers sometimes adopt 
deferred payment terms, which result in reduced initial outlay (and thus interest savings) as land is 
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only ‘drawn down’ when required for building out.  Developers may also work on a joint venture basis 
with landowners with no upfront land payment with the rewards to the landowner taken as a profit-
share when the development is completed.  This approach reduces finance costs, so there is 
potentially a greater profit for both parties to share in comparison to a ‘traditional’ approach of upfront 
land acquisition.  This approach of course requires the landowner to take a share in the risk of 
development, which not all landowners are prepared to do.   

2.2.1 Evidencing inputs to a development appraisal  

Developments have unique characteristics that should be reflected in the inputs to a development 
appraisal.  For example, sales values of individual units will be determined by aspect, location, height 
and internal specification, while build costs will be influenced by design, specification, ground 
conditions and so on.   

When preparing a development appraisal, a valuer normally has regard to scheme-specific 
characteristics so that the result (in terms of residual land value) is reflective of these characteristics. 

Inputs to an appraisal reflect the current day situation and circumstances may change very quickly.  
For example, sales values can change in response to changes in demand (up or down) over short 
periods of time.  Although the impact of changes to inputs can be tested through sensitivity analyses, 
the base position will always be rooted in today’s market conditions.  Evidence provided in support of a 
development appraisal, whether area-wide or site specific, therefore has a short “shelf-life” and any 
user of an appraisal should have regard to the need to collect new and updated evidence if the 
viability of a scheme is to be re-visited.  This issue can alternatively be addressed through sensitivity 
testing, which would re-model the scheme with a series of alternative inputs, such as change in sales 
values and build costs.   

Appraisals on specific schemes will have more detailed inputs than those provided for the purpose of 
area wide or plan testing.  When assessing the viability of a development proposal, the following 
evidence would typically be produced by the Applicant:   

■ Sales values: a unit-by-unit pricing schedule, showing how aspect, height, specification and 
location have been considered.  This pricing schedule would normally be supported by an analysis 
of comparable sales within the vicinity (if schemes have recently been sold) or other relevant 
developments that share similar characteristics. 
 

■ Sales rates:  the speed at which units in a development are sold is an important factor in 
determining viability.  Off-plan sales which result in completion of a sale when a unit reaches 
practical completion will improve the overall cashflow profile of the development.  In other words, 
the sooner a unit is sold, the sooner the developer receives payment and this reduces finance 
costs.     
 

■ Receipt from affordable housing Registered Provider (‘RP’): developers will typically sell the 
affordable housing units to an RP which will take responsibility for selling equity stakes in shared 
ownership units and letting the rented units.  The developer would either provide a valuation of the 
units, based on anticipated rental income and/or the value of equity stakes sold, or provide offers 
from RPs for the units available.    
 

■ Commercial floorspace: some developments will include an element of commercial floorspace, 
such as retail, office or leisure uses.  Appraising the residual value of these elements is similar, 
except that the method for arriving at a capital value is based on capitalising the expected rental 
income.  Developers therefore need to evidence both the rental income and also investment 
yields, both of which can be demonstrated through comparable lettings and investment sales.   
 

■ Build costs: a cost plan for the proposed development, reflecting scheme-specific characteristics, 
including design, ground conditions, access issues and site constraints.  Alternatively, the 
developer could use benchmark data, such as the Building Cost Information Service (‘BCIS’) 
database which collates tenders for live developments.   
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■ Professional fees: developments typically require professional inputs from a group of specialists, 
ranging from design to rights of light advice.  Schemes do not require an identical level of 
professional inputs, as they will vary in complexity.  For example, the structural engineering input 
to a 15 storey tower scheme will clearly be greater than would be the case for a 2 storey house. 
Consequently, professional fees will lie within a range of 6% to 12% (possibly more in very 
exceptional circumstances).  Developers would need to demonstrate why the level of fees used in 
their appraisal is appropriate to the nature of the scheme under consideration.  Developers would 
normally need to evidence professional fees by providing a breakdown of the total between the 
different disciplines. 
   

■ Marketing costs: marketing costs include the Selling Agent’s fees, but also the cost of show 
homes, advertising, brochures and overseas marketing activities.  Marketing costs typically 
account for 3% of GDV, but can sometimes be higher in exceptional circumstances.  For example, 
on schemes being sold out over very long periods, the marketing home and other material may 
require updating and re-branding to reflect changes in customer requirements.   
 

■ Finance costs: it is now uncommon for banks to fund the entire development cost and unless 
developers have access to their own equity, they will need to source the balance elsewhere (either 
through mezzanine finance or external equity).  The cost of funds can vary in relation to the type of 
developer, their perceived longevity and their experience in the type of scheme they are seeking 
funding for.  Funds may also vary in relation to the type of development, with more complex 
schemes with lengthy build out periods perhaps attracting higher funding costs than simpler 
schemes.  However, the market accepts a blended 6% finance rate (inclusive of arrangement and 
exit fees).   
 

■ Development profit: profits are to an extent scheme-specific but also must have regard to the 
general stance adopted by banks who might fund the development.  The PPG identifies a range of 
15% to 20% of GDV for private housing profit and we generally see profits in viability assessments 
ranging from 17-20%, with a reduced profit on the affordable housing (6% of cost).  The primary 
purposes of profit are to enable the developer to secure a return on capital and to mitigate against 
risk (i.e. that the sales values anticipated in the appraisal are not achieved).  Sales risk on the 
affordable housing is low, as there is strong demand from RPs for new stock and the developer 
enters in a binding contract prior to commencement of construction.  ‘First Homes’ are not a 
traditional affordable tenure and completed units are sold by the developer to individual 
purchasers and not to a RP.  They therefore carry more risk than traditional affordable tenures, but 
arguably less risk than market housing due to the significant discount which widens the pool of 
potential purchasers.  Profit levels for First Homes are yet to be established as schemes including 
them are yet to come forward, but a profit of 12% is reflective of the risks.                    

2.3 Appropriate benchmark land values and viability  
 
The residual land value of a scheme is one half of the equation when testing its viability and ability to 
deliver affordable housing and other policy requirements.  The other half of the equation is the 
benchmark or ‘threshold’ land value, i.e. the value that will be sufficient to bring the site forward for 
development.  There has been considerable debate over the past few years on what constitutes an 
appropriate benchmark land value, which to an extent has not been assisted by the 2012 National 
Planning Policy Framework (‘NPPF’) which talked in general terms about “competitive returns” to 
landowners.  The notion of a “competitive return” is clearly open to considerable variation in 
interpretation.  The 2019 PPG has provided significant clarity on the matter, indicating that benchmark 
land value should be based on existing use value plus a premium to incentivise a reasonable 
landowner to release land for development.   
 
There are broadly speaking two approaches to determining an appropriate benchmark land value for 
testing the viability of a development:   
 
■ Existing Use Value plus an appropriate uplift, or an Alternative Use Value; which are the preferred 

and recommended approaches of many local authorities and  
 

■ Market Value.  
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2.3.1 Existing Use Value plus appropriate uplift, or Alternative Use Value  

An existing use value is literally the value of the site assuming that the existing use continues and 
there is no change of use or redevelopment.  In other words, it reflects the current situation with 
regards to the income that the existing buildings on site generate (or do not generate).  If the building 
were to remain in its existing use, the landowner could continue to receive the income for as long as 
demand for the building remains.  If the existing building is not currently let and there is doubtful future 
demand, clearly the landowner will be keener to release the site for development to avoid the burden 
of keeping the building empty (including empty rates, insurance costs, security costs etc).   

If a development proposal fails to generate a residual land value that at least exceeds the existing use 
value, then it is unlikely to come forward, as the landowner would be better off retaining the existing 
building and continuing to receive the rental income.  If the proposal generates a residual land value 
that is the same as the existing use value, then the decision to sell will be based on the landowner’s 
assessment of likely future demand for the building, which will clearly include the age and facilities of 
the building in comparison to others, as well as demand for the particular type of space in the location.  
It is therefore important to consider the extent to which a ‘premium’ above existing use value is 
required to incentivise a sale for development.  This premium is likely to range from zero to as much 
as 30%, but should always be based on site-specific factors and characteristics.   

Taking the existing use value plus an appropriate premium is an objective “floor” below which the 
residual land value of a scheme cannot fall if it is to be viable.  It is readily understood and can be 
easily measured and tested.  Developers often comment that “land does not trade at existing use 
value plus a premium” which is correct; developers will work from the other ‘end of the telescope’ (i.e. 
they will calculate what they can pay for a site based on a scheme and factoring in planning 
requirements).  The issue from a plan making perspective that these transactions will be based on the 
current suite of planning policy requirements and the approach tells us nothing about whether 
currently unadopted policies would be viable.       

A variant to existing use value is to consider an alternative use value (i.e. a scheme that the landowner 
might consider in place of a residential scheme).  For example, rather than selling for residential 
development, the landowner could sell the site for a hotel.  Alternative use values may be valid 
providing the proposed use would be acceptable in planning terms and also that the appraisal fully 
reflects any policy requirements that would attach to such a scheme.  Furthermore, the alternative use 
would need to be realistic in commercial terms.  Adding an incentive to an alternative use value would 
be inappropriate, as the landowner does not currently have the benefit of the income that derives from 
this use; it needs to be considered alongside other competing alternatives that would also require 
planning consent.   

2.3.2 Market Value  
 
Prior to the publication of the 2019 PPG, some members of the RICS advocate the use of ‘Market 
Value’ as a benchmark land value when testing viability of development proposals.  The main difficulty 
with this measure is the extent to which individual valuers interpret the meaning of this term and how it 
should be applied to individual sites.   
 
In 2012, the RICS published guidance2 on testing viability3 which at paragraph 3.3.4 took as its 
starting point the existing (or current) use value of a site:   

 “For a development to be financially viable, any uplift from current use value to residual land value that 
arises when planning permission is granted should be able to meet the cost of planning obligations 
while ensuring an appropriate Site Value for the landowner and a market risk adjusted return to the 
developer in delivering that project (the NPPF refers to this as ‘competitive returns’ respectively). The 
return to the landowner will be in the form of a land value in excess of current use value”.   

The Guidance went on to state that “it would be inappropriate to assume an uplift based on set 

                                                      
2 This guidance was subsequently abandoned in 2021 following criticism by Justice Holgate in his decision on the Parkhurst 

Road case in which the Appellant had adopted a market value based benchmark land value.  
3 ‘Viability in Planning: Advice to Practitioners’ August 2012 
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percentages … given the diversity of individual development sites” and that the uplift from current use 
value should be determined by “market value” which would include “market/transactional evidence”.  
There are considerable dangers in relying upon transactional data, as follows:  

■ Transactions are often based on bids that ‘take a view’ on squeezing planning policy requirements 
below target levels, contrary to paragraph 23 of NPPG, which states that “In all cases, land or site 
value should reflect policy requirements and planning obligations and, where applicable, any 
Community Infrastructure Levy charge”; 

■ This results in prices paid being too high to allow for policy targets to be met.  If these transactions 
are used to set a benchmark land value, the outcome would be unreliable and potentially highly 
misleading. 

■ Historic transactions of housing sites are often based on the receipt of grant funding, which is no 
longer available.  

■ There would be a need to determine whether the developer who built out the comparator sites 
actually achieved a profit at the equivalent level to the profit adopted in the viability testing.  If the 
developer achieved a sub-optimal level of profit, then any benchmarking using these transactions 
would produce unreliable and misleading results. 

■ Developers often build assumptions of growth in sales values into their appraisals, which provides 
a higher gross development value than would actually be achieved today.  Given that viability 
appraisals are based on current values, using prices paid would result in an inconsistent 
comparison (i.e. current values against the developer’s assumed future values).  Using these 
transactions would produce unreliable and misleading results.     

2.3.3 Impact of benchmark on affordable housing and other planning benefits secured  
 
Ultimately, the choice of benchmark will be a key determinant in the level of affordable housing and 
other planning benefits that schemes can provide.  The higher the benchmark land value, the lower 
the amount of value uplift arising from development that councils can secure to secure for affordable 
housing provision and infrastructure funding.  This is illustrated in Figure 2.3.3.1 below.  The chart 
compares the benchmark land value (which is represented by the blue bar) to the residual land value 
generated by two schemes, one of which provides a policy compliant level of affordable housing (the 
red  bar) and one providing a reduced proportion of affordable housing (the green bar).  
In the chart, the existing use value plus margin is shown as the dark blue segment of the bar.  If this is 
adopted as the benchmark land value, then a policy compliant scheme (represented by the red bar) is 
sufficiently high for the scheme to come forward.  However, if the Market Value is adopted as the 
benchmark (represented by the combined total of the dark and light blue segments), then the policy 
compliant scheme is no longer viable.  This would be likely to force the planning authority to agree a 
scheme with reduced levels of affordable housing (represented by the green bar).   
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Figure 2.3.3.1: Impact of benchmark land value on affordable housing  

 
Every scheme generates a finite amount of value that must be divided between the various interests 
(the landowner, developer and local planning authority).  In almost all cases, the Developer’s interests 
are secured through inclusion of a profit in the development appraisal.  The planning system must 
therefore mediate between the public interest (in terms of affordable housing and other obligations) 
and private interests (in terms of land value to the landowner).  Under the market value approach 
historically advocated by the RICS, the bulk of any uplift in land value goes to the landowner, by 
squeezing the amount of affordable housing provided.  Under the existing use value plus premium 
approach, the uplift in land value is divided between the landowner and the public interest.   
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3 Methodology  

Our methodology follows standard development appraisal conventions, using locally-based 
assumptions that reflect local market and planning policy circumstances across the sub-region.  The 
approach is consistent with the methodology adopted for viability testing of affordable housing policies 
and CIL charging schedules in the three UAs.       

3.1 Approach to testing development viability  

Appraisal models can be summarised via the following diagram.  The total scheme value is calculated, 
as represented by the left hand bar.  This includes the sales receipts from the private housing (the 
hatched portion) and the payment from a Registered Provider (‘RP’) (the chequered portion) for the 
completed affordable housing units.  For a commercial scheme, scheme value equates to the capital 
value of the rental income after allowing for rent free periods and purchaser’s costs.  The model then 
deducts the build costs, fees, interest, planning obligations, CIL and developer’s profit.  A ‘residual’ 
amount is left after all these costs are deducted – this is the land value that the Developer would pay 
to the landowner.  The residual land value is represented by the brown portion of the right hand bar in 
the diagram.    

Figure 3.1.1: Components of a residual valuation   

 

The Residual Land Value is normally a key variable in determining whether a scheme will proceed.  If 
a proposal generates sufficient positive land value (in excess of existing use value, discussed later), it 
will be implemented.  If not, the proposal will not go ahead, unless there are alternative funding 
sources to bridge the ‘gap’.   

Problems with key appraisal variables can be summarised as follows: 

■  Development costs are subject to national and local monitoring and can be reasonably accurately 
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assessed in ‘normal’ circumstances (i.e. non-recessionary markets). Historically, many of the sites 
in City and town centres have been previously developed and can sometimes encounter 
‘exceptional’ costs such as decontamination.  In turn, large greenfield sites are may require greater 
upfront investment in infrastructure such as drainage. Such costs can be very difficult to anticipate 
before detailed site surveys and infrastructure planning are undertaken; 
 

■  Assumptions about development phasing, phasing of Section 106 contributions and infrastructure 
required to facilitate each phase of the development will affect residual values. Where the delivery 
of the obligations are deferred, then normally the less the real cost to the applicant (and the 
greater the scope for increased affordable housing and other planning obligations). This is 
because the interest cost is reduced if the costs are incurred later in the development cashflow; 
and 
 

■  While Developer’s Profit has to be assumed in any appraisal, its level is closely correlated with 
risk. The greater the risk, the higher the profit level required by lenders. The PPG indicates that 
profit on private housing will range from 15% to 20% and most financial viability assessments 
submitted with planning applications adopt a mid point in this range.   

Ultimately, the landowner will make a decision on implementing a project on the basis of return and 
the potential for market change, and whether alternative developments might yield a higher value.  
The landowner’s ‘bottom line’ will be achieving a residual land value that sufficiently exceeds ‘existing 
use value4’ or another appropriate benchmark to make development worthwhile.  The margin above 
existing use value may be considerably different on individual sites, where there might be particular 
reasons why the premium to the landowner should be lower or higher than other sites. 

Clearly, however, landowners have expectations of the value of their land which often exceed the 
value of the current use.  Ultimately, if landowners’ expectations are not met, they may choose not to 
sell their land and (unless a Local Authority is prepared and/or in a position to use its compulsory 
purchase powers) some may hold on to their sites, in the hope that policy may change at some future 
point with reduced requirements.  However, communities in which new development takes place also 
have legitimate expectations about the provision of new community infrastructure and affordable 
housing, which in turn reduce land values.  It is within the scope of those expectations that developers 
have to formulate their offers for sites.  The task of formulating an offer for a site is complicated further 
still during buoyant land markets, where developers have to compete with other developers to secure 
a site, often speculating on increases in value.   

3.2 Testing viability of the development typologies   

The UAs have identified a range of typologies which reflect the types of development that may come 
forward over the period covered by the SDS.  The typologies reflect a range of development scenarios 
including central urban flatted schemes (Bath and Bristol City centres); mixed housing and flatted 
schemes in market towns; urban extensions to market towns; rural developments; employment led 
mixed use schemes; a range of size-based typologies on sites ranging from 0.18 to 175 hectares; 
extra-care schemes; care homes; student housing; and employment developments.   

The development typologies are tested with sales values reflective of local market conditions within 
each UA area.  Build costs will vary between developments to some degree, but not across the sub-
region.  Other common inputs include rates of finance, professional fees, developer’s profit and 
disposal costs.   

The residual land values are compared to a benchmark land value, which is detailed in Section 4.  The 
benchmark land value is deducted from the residual land value to provide a broad indication of (a) the 
viability of each typology and (b) the extent of potential ‘surplus’ available to fund infrastructure and 
other planning benefits.     

                                                      
4 For the purposes of this report, existing use value is defined as the value of the site in its existing use, assuming that it 

remains in that use. We are not referring to the RICS Valuation Standards definition of ‘Existing Use Value’, which is a definition 
used for valuations undertaken for accounting purposes. 
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4 Typology characteristics and appraisal inputs 

In this section, we outline the characteristics of the development typologies and the inputs to the 
appraisals.   

4.1 The development typologies   

We have appraised 30 development typologies tested across the WECA area representing the types 
of schemes that the Authority expects to come forward over the life of the SDS.   

The development typologies are identified in Table 4.1.1 overleaf with additional detail provided in 
Appendix 1.  The typologies are informed by schemes that the UAs expect to come forward within their 
areas.  Some of these typologies are only expected to come forward in Bath and Bristol as they reflect 
the higher density forms of development that are only viable and appropriate in high value city centre 
locations.  

The typologies reflect a range of scheme sizes from 30 units to 4,375 units and include both flatted 
and housing schemes, specialist housing schemes (student and older persons’ care), mixed use 
schemes and employment schemes.  Densities range from 20 to 500 units per gross hectare. 

4.2 Appraisal inputs  

4.2.1 Residential sales values  

We have drawn upon Land Registry sold price data for the three UAs between 1 January 2020 and 
November 2021, which reflects the most recently available 18 month period (attached as Appendix 2).  
The numbers of transactions vary between the three UAs; there were 3,842 sales in Bristol; 3,365 
sales in Bath and North East Somerset; and 3,446 sales in South Gloucestershire.  These sales 
include transactions of both new build and second hand properties.   

We have matched the transacted sales values with the unit areas recorded on each properties’ Energy 
Performance Certificate, which enables us to assess each transaction on a value per square metre 
basis for comparison purposes.  For each transaction, we have applied the change in the Land 
Registry House Price Index in each authority over the intervening period so that the agreed price is 
reflective of current values.   

The average values for each postcode sector are summarised in Table 4.2.1.1 and Appendix 2.  From 
this dataset.   

Table 4.2.1.1: Residential sales values in each postcode sector (per square metre)  

Value 
Band  

Value per square 
metre  

Postcode Sectors  
(South 
Gloucestershire)  

Postcode Sectors 
(Bath and North 
East Somerset)  

Postcode Sectors 
(Bristol) 

A £3,200 - - BS15, BS13  

B £3,400 - BA3 BS14, BS11, BS10 

C £3,530 BS15 BS39 BS5, BS4, BS16 

D £3,750 BS37, GL12, BS7, 
BS34, BS16, BS35 

- - 

E £4,000 BS10, BS30, BS36 - - 

F £4,250 GL9, BS32 BS14, BS31 BS7, BS3, BS2 

G £4,500 SN14  BS40, BA2  - 

H £4,750 - - BS9 

I £5,100 - BA1  BS1, BS6, BS8 
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Table 4.1.1: Development typologies – all areas in square metre unless otherwise stated   

Site  Description Gross 
site area 
HA  

Net site area 
HA 

Units  Residential 
floorspace 

Retail  Office Light 
Ind/Ind 

Inst res 
(care 
home) 

Comm-
unity 

1 Central  (500 dph - all flats)  1.0 1.0 500 37,500 1,000 5,000 - -   

2 Central / urban (300 dph - 100% flats)  1.0 1.0 300 24,900 1,000 5,000 - -   

3 Central / urban (200 dph - 100% flats)  1.0 1.0 200 16,600 500 2,000 - -   

4 Central urban (100 dph -  100% flats)  1.0 1.0 100 9,400 - 1,500 - -   

5 Inner urban (100 dph - 75% flats, 25% houses)  1.0 1.0 100 9,800 - 500 - -   

6 Sub'n and mkt twn centres (70 dph - 68% flats, 32% houses) 1.0 1.0 70 6,177 - - - -   

7 Sub'n, mkt twn, urban extn (50 dph - 15% flats,85% houses) 1.0 1.0 50 5,260 - - - -   

8 Rural - 40 dph - (90% Houses/ 10% flats ) 1.0 1.0 40 4,624 - - - -   

9 Central urban (100 dph -  100% flats)  0.3 0.3 30 3,000 - - - -   

10 Central/ outer central (200dph 100% Flats) 0.2 0.2 40 3,320 - - - -   

11 Central  (300 dph - 100%  flats)  0.18 0.18 53 3,938 - - - -   

12 Employment-led MU 1.0 1.0 145 12,035 200 16,800 - -   

13 Employment-led MU 8.0 8.0 160 13,280 3,000 112,000 - -   

14 Size based  2-10 ha - 75% net to gross, 200 dph 2.0 1.5 300 24,900 3,000 8,000 - -   

15 
Size based  2-10 ha - 50% net to gross, 40 dph use rural 
assumptions. 90% houses / 10% flats 

5.0 2.5 100 11,560 - 3,000 - -   

16 
Size based  2-10 ha - 75% net to gross, 50 dph use 
suburban/extension assumptions. 15% flats / 85% houses  

3.0 2.25 112 11,768 - - - -   

17 Size based  2-10 ha - 75% net to gross, 100 dph (Central/ Urban) 7.0 5.25 525 49,350 500 7,875 - -   

18 Size based  2-10 ha - 75% net to gross, 200 dph  9.0 6.75 1,350 112,050 500 10,125 - -   

19 
Size based > 10 ha - 50% net to gross, 40 dph 90% houses 10% 
flats 

10.0 5.0 200 21,360 - 7,875 - -   

20 
Size based > 10 ha - 50% net to gross, 50 dph15% flats /85% 
houses 

42.5 21.25 1,063 111,138 1,500 14,500 7,500 - 500 

21 
Size based > 10 ha - 50% net to gross, 50 dph 15% flats /85% 
houses 

100.0 50.0 2,500 261,500 2,500 34,000 17,000 - 1,000 

22 
Size based > 10 ha - 50% net to gross, 50 dph 15% flats /85% 
houses 

175.0 87.5 4,375 457,625 3,500 59,500 29,750 - 1,500 

23 C2 scheme (84 ensuite spaces, 22 sqm each) 0.56 0.56 -  - - - - 4,800   
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24 C3 ECH scheme (60 units) 0.8 0.80 60 6,480 - - - -   

25 Student Hsg (studios, equiv to 0.5 of 1 bed flat)  1.0 1.0 325 9,750 - - - -   

26 Student Hsg (cluster flats, 4 rooms per cluster, equiv to 3 bed flat)  1.0 1.0 200 21,600 - - - -   

27 Class E (office) central/inner 70% plot ratio - BF 1.0 1.0 -  - 28,000 - -   

28 Class E (office) suburban/edge 50% plot ratio - GF 1.0 1.0 -  - 20,000 - -   

29 Class B2/B8 - non-strategic site/urban 42% plot ratio BF 1.0 1.0 -  - 0 4,200 -   

30 Class B2/B8 - strategic site/edge of urban 30% plot ratio GF 1.0 1.0 -  - 0 3,000 -   
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4.2.2 Affordable housing tenure and values  

Affordable housing policies – both in terms of overall percentage and tenure mix - vary to some degree 
between the three UAs, as summarised in Table 4.2.2.1.  Clearly the SDS is likely to adopt a common 
approach to affordable housing targets which with the individual UA Local Plans will be required to be 
in general conformity.       

Table 4.2.2.1: Currently adopted affordable housing targets  

Authority Overall unit target  Of which rented  Of which 
intermediate 

Bath and North East Somerset Two zones – 30% and 40% 75% 25% 

Bristol  Two zones – 30% and 40%  77% 23% 

South Gloucestershire  35%  78% 22% 

The authorities have agreed to amend the tenure split above to facilitate the inclusion of the emerging 
requirement for First Homes and also reflects the findings of the Local Housing Needs Assessment 
June 2021 assessment for the West of England Combined Authority.  The revise tenure split is as 
follows:  

■ Social Rented: 49%  
■ Affordable Rent: 14% 
■ Affordable Home Ownership: 37%   

We have tested the development typologies with varying affordable housing levels between 0% and 
50% in percentage increments.  We have applied a tenure split of 49% Social Rented, 14% Affordable 
Rent and 37% Affordable Home Ownership (incorporating 25% First Homes).  We have assumed that 
First Homes are sold at up to 70% of market value, with lower proportions where required if the price 
to the purchaser would otherwise have exceeded the £250,000 cap set by the PPG.    

The UAs have supplied an analysis of offers from RPs for affordable housing secured through 
planning obligations.  Shared ownership values are based on initial equity sales of 40% and a rent on 
the retained equity of 1.5%.  Given that our appraisals are run using market values and not by UA 
area, we have ascribed the blended values to each market value as summarised in Table 4.2.2.3. 

Table 4.2.2.3: Affordable housing values applied in each Market Value Band (per square metre) 

Value Band Market value  Social Rent Affordable Rent  Shared 
Ownership 
@40% and 1.5% 
residual rent 

A  £3,200 £1,679 £2,048 £2,044 

B £3,400 £1,840 £2,195 £2,349 

C £3,530 £1,914 £2,264 £2,534 

D £3,750 £1,977 £2,307 £2,629 

E £4,000 £2,040 £2,383 £2,825 

F £4,250 £2,212 £2,540 £3,274 

G £4,500 £2,361 £2,689 £3,423 

H £4,750 £2,510 £2,838 £3,571 

I £5,100 £2,659 £2,986 £3,720 

The Homes England ‘Affordable Homes Programme 2021 – 2026’ document clearly states that RPs 
will not receive grant funding for any affordable housing secured through a legal agreement under 
Section 106 of the 1990 Town & Country Planning.   Consequently, all our appraisals assume nil 
grant. 

 



 

 19 

4.2.3 Rents and yields for commercial development  

As noted earlier in this section, some of our development typologies incorporate commercial 
floorspace (offices, retail supermarkets and light industrial), either at ground floor of mixed use 
buildings or within separate buildings within the developments.  In addition, some of the typologies are 
also pure commercial schemes, again incorporating offices, light industrial/industrial and retail).  

Our assumptions on rents and yields for the retail, office and light industrial floorspace are 
summarised in Table 4.2.3.1. These assumptions are informed by lettings of similar floorspace in the 
area over the past two years. Our appraisals assume a 12-month rent-free period for offices and light 
industrial and 6 months for supermarkets.  We deduct 6.8% of capital value to reflect deduction of 
purchaser’s costs.              

Table 4.2.3.1: Commercial rents (£s per square metre) and yields 

Commercial floorspace Rent per square metre  Investment yield  Rent free period 
(months) 

Retail supermarkets  £220 3.75% 6 

Offices  £301 5% 12 

Light industrial  £160 4.5% 6 

4.2.4 Build costs  

We have sourced build costs from the RICS Building Cost Information Service (BCIS), which is based 
on tenders for actual schemes (see Appendix 3).  This is a standard approach for viability studies for 
planning policy testing and is an approach identified by the PPG (paragraph 012 Reference ID 10-012-
20180724). The build costs are summarised in Table 4.2.4.1.  It should be noted that there is potential 
for developers of schemes on large greenfield sites to reduce build costs to a degree.  We have 
adopted a cautious approach by not reflecting this potential reduction.   

Table 4.2.4.1: Base build costs (per square metre)  

Use (BCIS cost code)  BCIS base build costs  External works  Total build costs  

Residential – houses (810.1) £1,314 15% £1,511 

Residential – flats (816) £1,523 10% £1,675 

Care Homes (447) £1,853 10% £2,038 

Student accommodation (856.2) £2,069 10% £2,276 

Shops (345) £1,212 10% £1,333 

Offices (320) £1,990 10% £2,189 

Light industrial / industrial (282.12) £1,205 10% £1,326 

On urban extensions and large greenfield sites (typologies 15, 16, 19, 20, 21 and 22), we have 
included an additional 15% of base costs to account for on-site infrastructure (utilities, estate roads, 
laying out of open space etc).   

We have also included a contingency equating to 5% of build costs in line with standard market 
practice. 

We are aware that densities of flatted developments are likely to increase in the future and this will 
result in an increase in build costs, which the UAs will need to address in their own Local Plan viability 
testing.  For example, typologies 1, 2 and 11 are for high density development of 300+ dph, and where 
these come forward, particularly in Inner Bristol growth areas, they may well comprise buildings that 
are six or more storeys high. Build costs in these cases will be higher (the BCIS median figure for flats 
of 6 storeys or above is currently £1,804 per square metre) which may impact on scheme viability. It 
may be appropriate for the more detailed viability testing required to support individual Local Plans to 
consider including typologies that reflect the potential for tall buildings, in areas where high density 
development is proposed.     
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4.2.5 Net carbon zero  

Bath and North East Somerset have done a considerable amount of work on the costs of net zero 
carbon for their Local Plan Partial Review.  They have drawn capital cost figures from the ‘Cornwall 
Climate Emergency DPD – Energy review and modelling’ by Currie Brown and Etude (February 2021).  
The following uplifts are for the lowest cost modelled route to net zero (Cornwall Scenario 2) from a 
range of baselines: 

■ 2.1% uplift from a baseline of Part L 2025 or from a baseline of BNES existing policy (19% CO2 
reduction) which is the equivalent of Cornwall’s scenario 1a;   

■ 2.8% uplift from a baseline of Part L 2021;  

■ 4.9% uplift from a baseline of Part L 2013; 

■ 6% uplift based on Currie & Brown route to net zero regulated and unregulated emissions using 
SAP 10 emissions factors and air sourced heat pumps.   

For non-residential development, the Council is proposing to apply net zero carbon using a hierarchy 
of fabric, renewables and then financial off-sets.  The cost data from the Currie and Brown report 
indicates the following uplifts are applicable:  

■ Energy efficiency (Minimum carbon reduction of 15%): 2%;  

■ On-site saving (total carbon reduction of 35%): 1%;  

■ Allowable solutions (offset 65% of regulated CO2 emissions): 2-4%;  

■ BREEAM (BREEAM Excellent rating): 1-2%. (Not applicable) 

WECA has reviewed the Bath assessments, alongside ongoing work to assess the costs of 
operational and embodied carbon and have provided the following estimates from a range of emerging 
study results:   

■ Cost uplift for operational carbon: 5% of build costs for domestic and 5% for non-domestic;  

■ Cost uplift for operational and embodied carbon: 15% of build costs for domestic and 15% for non-
domestic.  

The Draft SDS policy assumes operational carbon only but encourages the LPAs to also consider 
adopting embodied carbon requirements.  We have therefore run two scenarios.  The first factors in 
the additional costs of operational carbon only and the second factors in the cost of both operational 
and embodied carbon.   

4.2.6 Bio-diversity net gain  

We have tested the requirement for a 10% increase in biodiversity in perpetuity by applying an 
increase in build costs ranging from 0.2% to 0.8%5, as indicated in the ‘Biodiversity net gain and local 
nature recovery strategies Impact Assessment’ (DEFRA, 2019).                   

4.2.7 Electric vehicle charging  

The UAs have advised that developers have applied costs of £500 per charging point for electric 
vehicle charging.  The numbers of spaces that developments will require will vary between typologies, 
ranging from 10% to 100%.  Our appraisals assume provision of one charging point per space, with 
the number of space varying between typologies, depending on likely location.   

4.2.8 Professional fees  

In addition to base build costs, schemes will incur professional fees, covering design, valuation, 

                                                      
5 Table 19 of the DEFRA Impact Assessment Study shows a central estimate of 0.8% of build costs for greenfield sites and 

0.2% for brownfield sites.   
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highways consultants and so on.  Our appraisals incorporate an 8% allowance, which is at the middle 
of the range for most schemes.         

4.2.9 Development finance 

Our appraisals assume that development finance can be secured at a rate of 6%, inclusive of 
arrangement and exit fees, reflective of current funding conditions for most schemes.           

4.2.10 Marketing costs  

Our appraisals incorporate an allowance of 2.5% for marketing costs of the private units, which 
includes show homes, agents’ fees, plus 0.25% for sales legal fees.   

4.2.11 Section 106 costs and CIL  

Section 106 obligations for items not addressed through CIL will be determined on a site-specific basis 
and will be determined at the development management stage.  We have incorporated a notional 
amount of £1,000 per residential unit and £20 per square metre for non-residential development.  This 
would account for direct obligations/site mitigation only; if developments are unable to contribute 
towards wider strategic infrastructure requirements, these would need to be funded from other 
sources.   

On development typologies providing between 900 and 4,375 units, the UAs have advised that a 
primary school would be required6.  Development typologies providing more than 3,500 units would 
require a primary school and a secondary school. Benchmarking data indicates that a primary school 
can be constructed for circa £6.4 million7 at the end of 2020.  For modelling purposes we have 
assumed an increased cost of £8 million.  The precise amount will depend upon the specification and 
size of school required. We have assumed that a secondary school will be approximately three times 
the scale of a primary school and would therefore incur a cost of £24 million.   
 
There may be a need for the UAs to consider whether developments brought forward in low value 
areas can deliver both schools as well as the level of affordable housing sought in emerging policies.  
In some cases, the UAs may need to consider deploying CIL funds to deliver schools as an alternative 
to direct developer contributions if the ‘pot’ of available value generated by individual developments is 
insufficient to deliver all planning requirements.   
 
There are various rates of CIL charged by each of the UAs, as summarised in tables 4.2.11.1 to 
4.2.11.3.   

Table 4.2.11.1: Bath and North East Somerset CIL  

Type of development  Location/criteria  CIL per 
square metre  

Indexed rate 
per square 
metre  

Residential (Class 
C3) including Specialised, Extra Care 
and Retirement Accommodation  

District wide £100 £128.57 

Residential (Class 
C3) including Specialised, Extra Care 
and Retirement Accommodation 

Strategic Sites/ Urban 
Extensions 

£50 £64.29 

Residential (Class 
C3) including Specialised, Extra Care 
and Retirement Accommodation 

Bath Western Riverside £0 £0 

Hotel (Class C1) In Bath £100 £128.57 

Hotel (Class C1) Bath Western Riverside £0 £0 

Hotel (Class C1) Rest of District £0 £0 

                                                      
6 Excluding typology 18 as flatted developments generate a lower child yield than developments of houses  
7 Building, 30 October 2020 – see https://www.building.co.uk/features/cost-model-school-buildings/5108686.article 
 

https://www.building.co.uk/features/cost-model-school-buildings/5108686.article
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Type of development  Location/criteria  CIL per 
square metre  

Indexed rate 
per square 
metre  

Retail  
In-centre / High Street Retail 

Bath city centre £150 £192.86 

Retail  
In-centre / High Street Retail 

Other centres £0 £0 

Retail  
In-centre / High Street Retail 

Bath Western Riverside £0 £0 

Supermarkets, superstores and retail 
warehouse (over 280m2) 

District wide £150 £192.86 

Supermarkets, superstores and retail 
warehouse (over 280m2) 

Bath Western Riverside £0 £0 

Student accommodation Schemes with market rents £200 £257.14 

Student accommodation With sub-market rents £0 £0 

Offices (Class B1) District wide £0 £0 

Industrial and warehousing District wide £0 £0 

Table 4.2.11.2: Bristol CIL rates  

Type of development  CIL per square 
metre  

Indexed rate per 
square metre  

Residential – Inner Zone  £70 £104.60 

Residential – Outer Zone  £50 £74.33 

Hotels  £70 £104.06 

Retail  £120 £178.39 

Student accommodation  £100 £148.66 

Commercial (former B1, B2 and B8), residential and non 
residential institutions and development by emergency services  

£0 £0 

Other chargeable development  £50 £74.33 

Table 4.2.11.3: South Gloucestershire CIL rates  

Type of development  CIL per square 
metre  

Indexed rate per square metre  

Residential – Higher value  £80 £101.31 

Residential – Lower value  £55 £69.65 

Offices – prime locations only  £30 £37.99 

Retail – prime locations  £160 £202.63 

Retail – non-prime £120 £151.97 

Hotels – prime locations only  £90 £113.98 

Students – prime locations only  £60 £75.98 

Car showrooms £90 £113.97 

Residential care homes, Extra care housing, 
Offices – non prime, Other former B uses, Hotels 
– non prime, Student – non prime  

£0 £0 

All other uses  £10  

 

In order to run a set of appraisals across the whole area, we have adopted a common set of CIL rates 



 

 23 

which are applied in each of the value bands.  This requires some of the rates to be combined and 
adjusted upwards or downwards to provide a broad fit across all three charging authorities.  These 
rates are summarised in Table 4.2.11.4.    

Table 4.2.11.4: Composite rates for application to each Value Band (£s per square metre)  
 

Type of development  Value Bands A, B 
and C  

Value Bands D, E 
and F 

Value Bands G, H and 
I  

Residential  £70 £100 £130 

Residential – extra care  £0 £0 £130 

Residential – care homes  £0 £0 £130 

Student housing  £75 £115 £150 

Retail  £100 £150 £185 

Offices  £0 £0 £30 

Industrial/warehousing  £0 £0 £0 

4.2.12 Accessibility standards  

We have tested the impact of applying accessible and adaptable dwellings standards (Category 2 and 
Category 3) at the rates summarised in Table 4.2.12.1.  These costs are based on the MHCLG 
‘Housing Standards Review: Cost Impacts’ study, but converted into percentages of base construction 
costs (see calculations at Appendix 4).   

Table 4.2.12.1:  Costs of accessibility standards (% uplift to base construction costs) 

Standard  Flats  Houses 

M4(2) accessible  1.15% 0.54% 

M4(3) (a) accessible and adaptable 9.28% 10.77% 

M4(3) (b) wheelchair adaptable  9.47% 23.80% 

Although the Authority has pointed to the ‘West of England Local Housing Needs Assessment: Report 
of Findings (June 2021)” as a reference for the percentages of accessible units that will be required, 
this document does not yet quantify need as a percentage of anticipated housing supply and will be 
updated when further evidence becomes available.  For the purposes of this assessment, we have 
applied the accessibility standards that Bath and North East Somerset are seeking to apply in their 
Local Plan Partial Review (as follows):  

■ Private units: M4(3)(a) 5.6% of units and M4(2) 48% of units; 

■ Affordable units: M4(3)(b) 7.8% of units and M4(2) 92.2% of units.   

4.2.13 Development and sales periods  

Development and sales periods vary between type of scheme.  However, our sales periods are based 
on an assumption of a sales rate of between 8 and 10 units per month, reflecting multiple sales outlets 
on the larger sites. 

It should be noted that sales rate is not the same as total sales completions, as total completions will 
also include the affordable housing, a contract for which will be entered into prior to commencement of 
construction.   

4.2.14 Acquisition costs  

The appraisals apply the following acquisition costs to the residual land values:  

■ 5% stamp duty;  

■ 1% agents fees; and 
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■ 0.8% legal fees.   

4.2.15 Developer’s profit  

Developer’s profit is closely correlated with the perceived risk of residential development.  The greater 
the risk, the greater the required profit level, which helps to mitigate against the risk, but also to ensure 
that the potential rewards are sufficiently attractive for a bank and other equity providers to fund a 
scheme.  It is important to emphasise that the level of minimum profit is not necessarily determined by 
developers (although they will have their own view and the Boards of the major housebuilders will set 
targets for minimum profit).   

The views of the banks which fund development are more important; if the banks decline an 
application by a developer to borrow to fund a development, it is very unlikely to proceed, as 
developers rarely carry sufficient cash to fund it themselves.  Consequently, future movements in profit 
levels will largely be determined by the attitudes of the banks towards development proposals.   

The PPG indicates that viability testing for plan making should assume profits on private housing 
ranging from 15% to 20%.  Perceived risk in the UK housing market is receding following the 
economic recovery in the second half of 2020 which continued into 2021, albeit a degree of caution 
remains regarding the short term economic outlook as the furlough scheme closes.  We have 
therefore adopted a profit margin of 17.5% of private residential GDV for testing purposes, although 
individual schemes may require lower or higher profits, depending on site specific circumstances.  
Profit on commercial development is applied at 15% of GDV in line with normal market assumptions.       

Our assumed return on the affordable housing GDV is 6%.  A lower return on the affordable housing is 
appropriate as there is very limited sales risk on these units for the developer; there is often a pre-sale 
of the units to an RP prior to commencement.  Any risk associated with take up of intermediate 
housing is borne by the acquiring RP, not by the developer.  ‘First Homes’ are not a traditional 
affordable tenure and completed units are sold by the developer to individual purchasers and not to a 
RP.  They therefore carry more risk than traditional affordable tenures, but arguably less risk than 
market housing due to the significant discount which widens the pool of potential purchasers.  Profit 
levels for First Homes are yet to be established as schemes including them are yet to come forward, 
but a profit of 12% is reflective of the risks.      

4.2.16 Sensitivity analyses  

As noted earlier in the report, Savills predict that sales values will increase over the medium term (i.e. 
the next four years).  Whilst this predicted growth cannot be guaranteed, we have run a series of 
sensitivity analyses assuming growth in sales values accompanied by cost inflation as summarised in 
Table 4.2.16.1.  While these growth scenarios are based on a number of forecasts, they cannot be 
guaranteed and the results which these scenarios produce must be viewed as indicative only.  We 
have run a year 5 scenario which utilises the growth rates in Table 4.2.16.1.    

Table 4.2.16.1 Growth scenario (5 year) 

Year  1 2 3 4 5 6  
2021 2022 2023 2024 2025 2026 and each year thereafter 

Values  5.0% 4.0% 3.5% 3.0% 2.0% 4.0% 

Costs  2.0% 2.0% 2.5% 2.5% 2.5% 2.5% 

In light of the current uncertainty as the UK emerges from measures associated reducing the spread of 
coronavirus, we have also run a downside scenario which would see values falling in 2021 (contrary to 
current forecasts) and recovering slowly over the subsequent years (see Table 4.16.2).       

Table 4.2.16.2: Downside scenario  

Year  1 2 3 4 5 6  
2021 2022 2023 2024 2025 2026 and each year thereafter 

Values  -2.0% 0.0% 1.0% 2.0% 3.0% 4.0% 

Costs  2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 

The growth and inflation rates in Table 4.2.16.1 are intended to provide an illustration of the impact of 
a potential set of growth and inflation rates on the appraisals, but should be viewed with a degree of 
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caution.  Markets are cyclical and clearly values could rise as well as fall, but the long term trend over 
the period post 1945 has been real growth of 3% per annum (i.e. net of inflation) when the peaks and 
troughs are smoothed.   

4.2.17 Exceptional costs 

Exceptional costs can be an issue for development viability on previously developed land.  Exceptional 
costs relate to works that are ‘atypical’, such as remediation of sites in former industrial use and that 
are over and above standard build costs.  However, in the absence of detailed site investigations, it is 
not possible to estimate reliably what exceptional costs might be.  Furthermore, the PPG indicates that 
exceptional costs should be reflected in the benchmark land value, so their impact is broadly neutral.   

4.2.18 Benchmark land values  

Benchmark land value, based on the existing use value of sites is a key consideration in the 
assessment of development economics for testing planning policies and tariffs. Clearly, there is a point 
where the Residual Land Value (what the landowner receives from a developer) that results from a 
scheme may be less than the land’s existing use value.  Existing use values can vary significantly, 
depending on the demand for the type of building relative to other areas.  Similarly, subject to planning 
permission, the potential development site may be capable of being used in different ways – as a hotel 
rather than residential for example; or at least a different mix of uses.  Existing use value is effectively 
the ‘bottom line’ in a financial sense and therefore a key factor in this study.  

Sites will be in various existing uses and we have adopted a range of benchmark land values from 
£150,000 to £2,500,000 per gross hectare, inclusive of any premium deemed to be required to 
incentivise release of land for development. Larger sites will be predominantly greenfield or vacant 
urban land, which will have an existing use value at the lower end of the range. Secondary brownfield 
sites (e.g. open storage, low grade industrial sites etc) will either be vacant and generating no rental 
income, or let at very low rents on a short term basis.  Higher brownfield benchmark land values will 
be reflective of secondary office buildings in Bath/Bristol and similar uses which are reaching the end 
of their economic life.   

Redevelopment proposals that generate residual land values below current use values are unlikely to 
be delivered. While any such thresholds are only a guide in ‘normal’ development circumstances, it 
does not imply that individual landowners, in particular financial circumstances, will not bring sites 
forward at a lower return or indeed require a higher return. If proven current use value justifies a higher 
benchmark than those assumed, then appropriate adjustments may be necessary. As such, current 
use values should be regarded as benchmarks rather than definitive fixed variables on a site by site 
basis. 

Lettings of office space in the area between January 2020 and December 2021 have achieved rents 
ranging from £2.22 per square foot to £46.15 per square foot, with lettings in the bottom 20% 
averaging £11.28 per square foot.  These rents are reflective of offices that are likely to have come to 
the end of their economic life and require significant refurbishment and reconfiguration to continue to 
be lettable.  We have established the capital value of a site extending to one hectare by adopting the 
following assumptions:   

■ 35% plot ratio  
■ 2 storeys 
■ Yield 8.5%, reflecting the risk of securing lettings in a building which is economically and 

functionally obsolete   
■ 2.5 year void and rent free period 
■ £775 per square metre (£72 per square foot) including fees for essential refurbishment including 

M&E  
■ Purchaser’s costs deducted at 6.8% 
■ 15% letting agent and letting legal fees  
■ 20% premium.       

The capital value generated is £2.46 million, including premium.   

We have adopted the same approach for industrial buildings.  We have applied a rent of £4.03 per 
square foot reflecting the lower quartile of lettings of industrial space between January 2020 and 
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December 2021.  We have established the capital value of a site extending to one hectare by adopting 
the following assumptions:   

■ 30% plot ratio  
■ 1 storey 
■ Yield 6%  
■ 2.5 year void and rent free period 
■ £0.5 million refurbishment works package including fees  
■ Purchaser’s costs deducted at 6.8% 
■ 15% letting agent and letting legal fees  
■ 20% premium.      

The capital value generated is £1.47 million, including premium. 

We have run a second calculation for poorer quality industrial buildings using the following 
assumptions, which are reflective of the lower end of the range for industrial lettings (£3.25 per square 
foot).   

■ 30% plot ratio  
■ 1 storey 
■ Yield 6%  
■ 2.5 year void and rent free period 
■ £0.75 million refurbishment works package including fees  
■ Purchaser’s costs deducted at 6.8% 
■ 15% letting agent and letting legal fees  
■ 20% premium.      

The capital value generated is £0.77 million, including premium. 

For greenfield sites, we have adopted a benchmark land value of £0.15 million and £0.25 million per 
gross hectare, which is reflective of typical minimum option pricing for greenfield development land.  
This represents a multiple of 10 times agricultural land value, which is within the 10 to 15 times 
multiple typically applied in policy testing studies.  This provides a significant premium above existing 
use value of £22,000 - £25,000 agricultural land value to the landowner to incentivise them to bring 
forward land for development.   

In summary, we have adopted five benchmark land values, as follows:  

■ Higher value employment: £2,500,000 per hectare;    
■ Medium value employment: £1,500,000 per hectare;  
■ Low value employment: £750,000 per hectare; 
■ Higher Greenfield: £250,000 per hectare;  
■ Lower Greenfield: £150,000 per hectare. 

Table 4.2.18.1 provides an indication of the typical benchmark land values for each typology and 
residential value band.   
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Table 4.2.18.1: Typical benchmark land values for each typology and value band   

 

 

* These typologies are unlikely to be brought forward in these lower value areas  
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5 Appraisal outputs  

In this section, we present the results of our appraisals.  The full results are set out over the following 
pages, showing the residual land values for each development typology at a range of sales values and 
comparing them to the four benchmark land values (as discussed in Section 4.2.18).   

The results for the appraisals of each development typology are summarised in a series of tables.  For 
each development typology which includes residential units, we have run the appraisals with varying 
levels of affordable housing (ranging from 0% to 50%) assuming a tenure split of 63% rented and 37% 
affordable home ownership, including shared ownership.  It should be noted that the emerging SDS 
policy framework assumes that student housing and C2 developments will not be required to provide 
affordable housing.   

Each table shows the residual land value (in millions) generated by each development typology and a 
colour coding is used to show whether the residual land value is higher than or lower than the 
benchmark land value.  Where the residual land values exceeds the benchmark land value, the cell is 
shaded green (meaning viable).  If the residual land value is lower than the benchmark land value, the 
cell is shaded red (meaning unviable) or orange (where the residual land value is within 10% of the 
Benchmark Land Value and therefore on the margins on being viable).   

5.1 Build for sale schemes  

All of the typologies are tested against all four benchmark land values.  In reading the results, it is 
important to bear in mind that certain typologies will typically come forward only on sites which share 
the characteristics of only one or two of the benchmark land values.  For example, central urban sites 
(typologies 1, 2, 3, 4, 9 and 11) are likely to come forward on sites with brownfield land benchmarks 
(£750,000, £1,500,000 and £2,500,000 per hectare).  However, the ‘size based’ typologies (numbers 
15, 16, 19, 20, 21 and 22) will typically come forward on previously undeveloped land (£150,000 and 
£250,000 per gross hectare).  Student housing and housing for older people will come forward on a 
range of sites, including both previously developed urban sites and greenfield sites adjacent to 
campuses.   

The full results are attached as Appendix 5.  We have extracted some of the results to provide a broad 
indication of viability at each value band in tables 5.1.1 to 5.1.9.   A second and third set of appraisal 
outputs are attached as Appendix 6 and 7, showing the results of the sensitivity analysis outlined in 
Section 4.2.16 (growth scenario and ‘downside’ scenarios respectively).     
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Table 5.1.2: Value Band A: £3,200 per square metre  
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Table 5.1.3: Value Band B: £3,400 per square metre  
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Table 5.1.4: Value Band C: £3,530 per square metre  
 

  



 

             32 

Table 5.1.5: Value Band D: £3,750 per square metre  
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Table 5.1.6: Value Band E: £4,000 per square metre  
 

  



 

             34 

Table 5.1.7: Value Band F: £4,250 per square metre 
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Table 5.1.8: Value Band G: £4,500 per square metre  
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Table 5.1.9: Value Band H: £4,750 per square metre  
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Table 5.1.10: Value Band I: £5,100 per square metre  
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The results show the following broad patterns of viability.   

In the low value areas in all three UA areas (tables 5.1.2 and 5.1.3) the viability of residential 
development is very challenging on previously developed sites.  Flatted schemes generate negative 
residual land values, even at zero affordable housing, due to their higher costs and less efficient net to 
gross ratio.   

Housing schemes are more viable in the lower value band and generate residual land values 
exceeding benchmark land values with varying levels of affordable housing, between 30% and 50% in 
most cases at Value Band B.  This level of affordable housing reflects the currently adopted targets in 
lower value areas.  However, in Value Band A larger greenfield sites with 50% net to gross site areas, 
are less viable than other sites but can still be brought forward at lower levels of affordable housing.  
However, in Value Band B, these sites can deliver at least 30% affordable housing when tested 
against the lower greenfield BLV.   

Medium values in South Gloucestershire are the lowest of the three UA areas, but despite this, the 
results show improvements in viability.  It is important to note that the highest benchmark land value 
(£2,500,000 per hectare) is only likely to be relevant to sites in Bristol.  Sites coming forward on 
greenfield sites in all three UA areas are significantly more viable at medium values, with affordable 
housing targets being achievable in almost all cases.   

In high value areas, improvements in viability extend, with almost all relevant combinations of typology 
and benchmark land value showing viability at relevant levels of affordable housing.  It is important to 
note that typology numbers 7, 8, 15, 16, 19, 20, 21 and 22 are intended to reflect developments being 
brought forward on greenfield sites, so lack of viability shown against the three employment land 
benchmarks should not be a concern.   

Employment led mixed use schemes, office schemes and C2 care home schemes are all viable, 
regardless of area.   

Student housing and extra care schemes are only viable in higher value central locations.  It is 
possible that institutions may bring their own schemes forward in lower value areas, but would 
generally do so using their own land and possibly providing subsidy to address any viability gaps.   

5.2 Build to rent schemes 
Build to rent (‘BTR’) operators tend to prefer centrally located sites in City centres with good access to 
public transport and amenities.  These sites are typically in higher value existing uses and BTR 
schemes are generally flatted to maximise use of the site.  Typologies 1, 2, 3, 4, 14, 17 and 18 are 
most reflective of the types of schemes that BTR operators would bring forward.  These typologies 
provide between 100 and 1,350 flatted units respectively.   

Completed BTR schemes tend to trade at a discount of circa 12% in comparison to the prices 
achieved on build for sale schemes.  In Bath City Centre, for example, a typical two bed rent is circa 
£1,600 per week, which generates a net rent of £14,400 per annum, after deducting 25% for operating 
costs.  This generates a capital value of £320,000, assuming an investment yield of 4.25%, which 
equates to circa £5,200 per square metre.  In this area, sales values equate to circa £5,875 per 
square metre (as noted in Table 4.2.1.1).  We have therefore applied a 12% discount to the capital 
values assumed in our appraisals to reflect this difference between tenures.  In addition, we have 
reduced the profit margin from 17.5% to 12.5% reflecting the reduced margins that BTR developers 
adopt.   

The results of our appraisals of the typologies on a BTR basis are summarised in tables 5.2.1 to 5.29.  
These results indicate that BTR schemes will only be viable in the high value parts of Bristol and Bath, 
with varying levels of affordable housing.       
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Table 5.2.1: BTR appraisal results (Sales value area £3,200 per square metre)  

 

Table 5.2.2: BTR appraisal results (Sales value area £3,400 per square metre)  
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Table 5.2.3: BTR appraisal results (Sales value area £3,530 per square metre)  

 

Table 5.2.4: BTR appraisal results (Sales values area £3,750 per square metre)  
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Table 5.2.5: BTR appraisal results (Sales values area £4,000 per square metre)  

 

Table 5.2.6: BTR appraisal results (Sales values area £4,250 per square metre)  
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Table 5.2.7: BTR appraisal results (Sales value area £4,500 per square metre)  

 

Table 5.2.8: BTR appraisal results (Sales value area £4,750 per square metre)  
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Table 5.2.9: BTR appraisal results (Sales value area £5,100 per square metre)  
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5.3 Indicative ‘surplus’ residual value available for fund strategic 
infrastructure  

As noted in Section 4.2.11, the appraisals incorporate CIL and an additional Section 106 payment to 
reflect on-site mitigation that is typically resolved at development management stage.  No additional 
contributions (i.e. beyond existing CILs and typical on-site mitigations) are included towards strategic 
infrastructure.  While these would normally be determined at local plan stage, we have converted the 
‘surplus’ residual land value above each of the typologies’ benchmark land values.  These surpluses 
provide an indication of the amounts that might be possible for developments to contribute towards 
strategic infrastructure if required depending on the level of affordable housing sought.   

The actual levels of contributions will need to be considered when schemes are designed and costed 
in detail (as would be expected at Local Plan stage) and the policy percentage delivery of affordable 
housing. However, it is generally appropriate to assume that the vast majority of the costs of strategic 
infrastructure will be met through other sources, such as central government funding settlements and 
the Combined Authority Investment Fund.  

The results of this analysis are shown using the same format as in tables 5.1.2 to 5.1.10.  However, 
where the residual land value is negative, or were the residual is lower than the benchmark land value, 
there is clearly no capacity for additional contributions, so these cells are shown as zero.  Where 
residuals exceed benchmark land values, the surplus is divided by the number of units in the 
development to show a notional per unit amount.  For the commercial schemes (typologies 27 to 30), 
the notional surpluses are divided by gross floor area resulting in a surplus per square metre.   The 
employment-led mixed use schemes (typologies 12 and 13) generate results which incorporate both 
the employment space and the residential, so these results should not be relied upon.   

The results of this assessment are summarised in tables 5.3.1 to 5.3.9.   

5.4 Impact of incorporating the cost of embodied carbon into the 
appraisals  

As noted in Section 4.2.5, the main appraisals earlier in this section (at tables 5.1.2 to 5.1.10) 
incorporate the costs of operational carbon net zero (a 5% uplift in costs for residential and 5% uplift 
for non-residential).  If costs are included to address both operational and embodied carbon, the 
additional costs increase to 15% of construction costs.    The results of these additional sensitivity 
analyses are summarised in tables 5.4.1 to 5.4.9.  These are all based on 40% affordable housing.   

The impact of moving from operational only to operational and embodied carbon is significant in most 
cases, which is unsurprising given that the latter increases costs by an additional 10%.  Where 
residual land values are already low, the additional cost is very often greater than the residual land 
value.   In the short term, the cost of embodied carbon measures would therefore need to be offset 
against other planning requirements.  Over the medium to long term, technologies are likely to adapt  
which will bring the costs down.  
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Table 5.3.1: Indicative surplus residual land value per unit – Value Band A (£3,200 per square metre)  
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Table 5.3.2: Indicative surplus residual land value per unit – Value Band B (£3,400 per square metre)  
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Table 5.3.3: Indicative surplus residual land value per unit – Value Band C (£3,530 per square metre)  
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Table 5.3.4: Indicative surplus residual land value per unit – Value Band D (£3,750 per square metre)  
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Table 5.3.5: Indicative surplus residual land value per unit – Value Band E (£4,000 per square metre)  
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Table 5.3.6: Indicative surplus residual land value per unit – Value Band F (£4,250 per square metre)  
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Table 5.3.7: Indicative surplus residual land value per unit – Value Band G (£4,500 per square metre)  
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Table 5.3.8: Indicative surplus residual land value per unit – Value Band H (£4,750 per square metre)  
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Table 5.3.9: Indicative surplus residual land value per unit – Value Band I (£5,100 per square metre)  
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Table 5.4.1: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band A (40% affordable housing)  
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Table 5.4.2: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band B (40% affordable housing) 
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Table 5.4.3: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band C (40% affordable housing) 
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Table 5.4.4: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band D (40% affordable housing) 
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Table 5.4.5: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band E (40% affordable housing) 

 



 

59 
 

Table 5.4.6: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band F (40% affordable housing) 
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Table 5.4.7: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band G (40% affordable housing)
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Table 5.4.8: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band H (40% affordable housing) 
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Table 5.4.9: Appraisal results incorporating embodied and operation net zero carbon cost allowances – Value Band I (40% affordable housing) 
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6 Conclusions  

This report tests the viability of 30 development typologies reflecting the types of schemes that the 
Authority expects to come forward over the life of the emerging SDS.     
 
The results of our appraisals indicate that all of the typologies are viable and able to contribute to both 
affordable housing requirements and infrastructure funding through CIL.  However, the amounts of 
both vary significantly between different parts of the UAs, with viability being more limited in the low 
value areas.     
 
It is important to note that this is a high level test of viability undertaken in the absence of detailed site-
specific designs.  Specific sites may have different characteristics and bulk and massing which differ 
from those tested.   
 
Following the adoption of the SDS in due course, we advise that the UAs will need to undertake further 
viability testing as they progress their plans.  This will need to include consideration of site constraints 
and how supporting infrastructure will be funded.   It is generally appropriate to assume that the vast 
majority of the costs of strategic infrastructure will be met through other sources such as central 
government funding settlements and the Combined Authority Investment Fund. Such testing would 
model refined inputs and could test deferred / phased land payments, rental values and impacts of 
employment and other uses and so on.   
 


