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1 Introduction  
The Royal Borough of Kensington & Chelsea (‘the Council’) has commissioned 
BNP Paribas Real Estate to undertake an assessment of the viability of the 
delivery of affordable housing (on site and through in-lieu payments) in the 
Borough.  This work follows the recent approval of the Council’s Community 
Infrastructure Levy (‘CIL’) Charging Schedule, which sets various rates of CIL 
across the Borough.   

This is one of two linked studies which will inform the Council’s review of its 
Core Strategy.  A separate study (‘Affordable Housing Targets’) considers the 
appropriate triggers for affordable housing in terms of floorspace and potential 
levels of in-lieu payments.   

1.1 Aims  

The aims of the study are as follows: 

■ Determine and provide evidence for an appropriate affordable housing 
target for the Borough, having regard to the ‘Affordable Rent’ model; the 
withdrawal of grant funding following publication of the CLG/HCA ‘2011-
2015 Affordable Homes Programme – Framework’; and the CIL charges 
that have been examined and which the Council approved in January 2015 
and which came into effect in April 2015.   
 

■ Where affordable housing obligations are to be satisfied through a payment 
in lieu, determine a level of payment per square metre of development 
which is appropriate to both size of scheme and location in the Borough.  
 

■ Determine whether payments in lieu should vary between different locations 
in the Borough.   
 

■ Consider the implications for scheme viability of the Council’s emerging 
policy which seeks to limit the creation of very large units and the 
implications this may have for the ability of schemes to make contributions 
to affordable housing.  
 

■ Consider the impact of changes in key appraisal inputs over time on the 
amount of affordable housing contributions that can be sought.  
    

1.2 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 social landlords.   

The full range of property services includes:  

■ Planning and development consultancy; 
■ Affordable housing consultancy; 
■ Valuation and real estate appraisal; 
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■ 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. 

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 review of the toolkit and other available appraisal models.  
Our report was published by the GLA in October 2012. 

In addition, we are retained by the Homes and Communities Agency (“HCA”) to 
advise on better management of procurement of affordable housing through 
planning obligations.   

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.   

The firm therefore has extensive experience of advising landowners, 
developers, local authorities and RPs on the value of affordable housing and 
economically and socially sustainable residential developments. 

1.3 Report structure  

This report is structured as follows:   

Section 2 provides a brief summary of the policy background; 

Section 3 describes our methodology and approach to testing targets for 
affordable housing;    

Section 4 sets out our assumptions and variables used to complete the 
appraisals; and 

Section 5 assesses the outputs of the appraisals and identifies viable 
affordable housing targets across the Borough; and  

Section 6 sets out our conclusions. 

1.4 Disclaimer 
 
In accordance with PS 1.6 of the RICS Valuation – Professional Standards 
(January 2014 Edition) (the ‘Red Book’), the provisions of VPS 1 to VPS 4 are 
not of mandatory application and accordingly this report should not be relied 
upon as a Red Book valuation.   
 
This report has been carried out in accordance with National Planning Practice 
Guidance (March 2014) and the Local Housing Delivery Group guidance 
‘Viability Testing Local Plans: Advice to Planning Practitioners’ (2012).   
 

 



 

 5 

2 Policy background  
This section briefly summarises the Council’s CIL charging schedule and 
emerging affordable housing policies which are being considered as part of the 
Core Strategy review.  

2.1 The National Planning Policy Framework  

Since the Council adopted its Core Strategy, the old suite of planning policy 
statements and planning policy guidance has been replaced by a single 
document – the National Planning Policy Framework (‘NPPF’).  The NPPF has 
subsequently been supplemented by the National Planning Practice Guidance 
(‘NPPG’).  

The NPPF provides more in-depth guidance on viability of development than 
Planning Policy Statement 3, which limited its attention to requiring local 
planning authorities to test the viability of their affordable housing targets.  The 
NPPF requires that local planning authorities have regard to the impact on 
viability of the cumulative effect of all their planning requirements on viability.  
Paragraph 173 of the NPPF requires that local planning authorities give careful 
attention “to viability and costs in plan-making and decision-taking”.  The NPPF 
requires that “the sites and the scale of development identified in the plan 
should not be subject to such a scale of obligations and policy burdens that their 
ability to be developed viably is threatened”.  After taking account of policy 
requirements, land values should be sufficient to “provide competitive returns to 
a willing landowner and willing developer”. 

The meaning of a “competitive return” has been the subject of considerable 
debate over the past year.  For the purposes of testing the viability of a Local 
Plan, the Local Housing Delivery Group has 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 
consider that a competitive return is determined by market value, although there 
is no consensus around this view.    

2.2 National Planning Practice Guidance (NPPG) 

The NPPG on Viability stresses the need for evidence in viability to ensure that 
Local Plan vision and policies are realistic and provide “high level assurance” 
that plan policies are viable (paragraph 005).  Evidence should be proportionate 
and not every site needs to be tested.   

The NPPG 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 NPPG 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”.   

The NPPG on Planning Obligations states “where local planning authorities are 
requiring affordable housing obligations... they should be flexible in their 
requirements” (paragraph 006). 

2.3 London Plan 

London Plan policy 3.11 requires local planning authorities to maximise 
affordable housing provision and set an overall target over the plan period.  
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Separate targets should be set for social/affordable rented housing and 
intermediate housing.  Policy 3.12 requires authorities to seek “the maximum 
reasonable amount of affordable housing”.  

The Mayor’s ‘Draft Interim Housing Supplementary Planning Guidance’ (May 
2015) introduces the notion of a “fixed percentage affordable housing target” for 
opportunity areas and housing zones which can “help provide certainty to 
developers and landowners about the affordable housing requirements and help 
prevent land price rises based on hope value”.  Such an approach is likely to 
require significantly more information on site conditions to set a robust target, as 
a fixed percentage with no flexibility on application could render a site unviable.   

The Draft Interim Supplementary Planning Guidance also seeks to give clarity in 
relation to the most appropriate approach for assessing development viability 
for policy development purposes, stating that ‘on balance the GLA has found 
that the ‘Existing Use Value plus’ based approach is generally more helpful for 
planning purposes and supports this approach’ (para 4.4.28).             

 

2.4 RBKC CIL charging schedule  

The CIL Draft Charging Schedule was published for consultation between 21 
January 2014 and 23 February 2014.  It was subsequently submitted for 
examination, with hearings taking place on 9 June 2014 and 14 October 2014.  
The Examiner’s report was published on 22 December 2014.   

The Charging Schedule was approved by a meeting of the Full Council on 21 
January 2015 and came into effect in April 2015.   

The Charging Schedule, as amended by the Examiner1, contains the following 
levy rates on residential development:  

Zone  Residential (C3 and 
short-term lets) 

Extra-care housing  

A  £750 £510 

B £590 £230 

C £430 £300 

D £270 £160 

E £190 £0 

F £110 £0 

G (Earl’s Court) £0 £0 

H (Kensal Strategic Site) £0 £0 

A map showing the boundaries of each zone is attached at Appendix 1.  The 
zones broadly align with different postcodes within the Borough, as follows:   

■ Zone  SW1X  
■ Zone B: SW3, SW7 and SW1W 
■ Zone C: W8  
■ Zone D: SW5 and SW10  
■ Zone E: W14 

                                                      
1 The Examiner proposed that a new nil rated zone be created around the strategic development at 
the Kensal Gas Works site (the Draft Charging Schedule had proposed a £110 per square metre 
charge) and that the levy for Extra-care housing in zones E and F be reduced from the proposed 
£20 per square charge to nil.   
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■ Zone F: W10  
■ Zone G: The Earl’s Court Exhibition Centre site  
■ Zone H: The Kensal gasworks site 

In addition to the rates on residential development outlined above, the Charging 
Schedule also applies a levy of £160 per square metre on hotel developments 
and £125 per square metre on student housing in all Zones except Zones G 
and H where a £0 per square metre charge is applied.  All other types of 
development are nil rated. 

The Charging Schedule was based on evidence prepared by BNP Paribas Real 
Estate comprising: 

■ Viability Study (October 2012); and 
■ Additional Viability Testing (January 2014). 

 

2.5 Core strategy affordable housing policies 

The Council adopted the Core Strategy on 8 December 2010.  Policy CH 2 
requires developments to “provide affordable housing at 50% by floor area on 
residential floorspace in excess of 800 sq.m gross external area”.    

For schemes where floorspace exceeds 800 square metres (GEA) but is less 
than 1,200 square metres (GEA), developments are required to satisfy the 
requirement for affordable housing through a payment in lieu.   

Developments of 1,200 square metres (GEA) or more are required to provide 
affordable housing on-site “unless exceptional circumstances exist”. 

Developers may seek to reduce their affordable housing obligations through the 
submission of a viability assessment which demonstrates the maximum 
reasonable amount that can be viably provided.     

The Core Strategy’s viability evidence base comprised an Affordable Housing 
Viability Study (June 2010). 

 

2.6 Revised Planning Obligations SPD  

The Council adopted its Planning Obligations SPD in August 2010.  Sections 16 
to 29 set out the Council’s approach to seeking affordable housing obligations in 
more detail.  The Council intends to adopt a revised Planning Obligations SPD 
in due course.       
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3 Approach to establishing a viable 
affordable housing target  
Our methodology for testing the impact of affordable housing obligations on 
viability of developments in the Borough utilises the ‘residual valuation’ 
approach, using locally-based sites and assumptions that reflect local market 
and planning policy circumstances.     

3.1 Residual value approach  

The residual value approach essentially calculates the value of the scheme 
once completed and deducts the development costs to determine a ‘residual’ 
amount that is left over to pay for the land.  This is a standard approach that 
developers will adopt when calculating how much they should pay to acquire 
development opportunities.   

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 and the payment from a Registered 
Provider (‘RP’) for the completed affordable housing units (if they are to be 
provided on site).  The model then deducts the build costs, fees, interest, 
planning obligations and/or Community Infrastructure Levy (‘CIL’) and 
developer’s profit.  A ‘residual’ or surplus in excess of current use value is left 
after all these costs are deducted –this is represented by the blue shaded 
portion of the right hand bar in the diagram.    

 

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 current or existing use value, which we discuss later), it is likely to be 
implemented.  If not, the proposal will not go ahead, unless there are alternative 
funding sources to bridge the ‘gap’.   

The reliability of the results generated by development appraisals is dependent 
upon the inputs.  Given that the inputs are (to a degree) based on forecasts, 
appraisals should be regarded as snapshots which are time limited.  Issues with 
key appraisal inputs are outlined as follows:  

■ Development costs are subject to national and local benchmarking and can 
be reasonably accurately assessed in ‘normal’ circumstances. In boroughs 
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like RBKC, many sites will be previously developed.  These sites can 
sometimes encounter ‘exceptional’ costs such as decontamination (the 
costs of addressing the previous use of Kensal Gas Works, for example).  
Such costs can be very difficult to anticipate before detailed site surveys are 
undertaken; 

■ Development value and costs will also be significantly affected by 
assumptions about the nature and type of affordable housing provision and 
other planning obligations. In addition, on major projects, assumptions 
about development phasing; and infrastructure required to facilitate each 
phase of the development will affect residual values. Where the delivery of 
the obligations is deferred, 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. While profit levels were typically up to around 15% of 
completed development value at the peak of the market in 2007, banks 
currently require schemes to show a higher profit to reflect the current risk. 
Typically developers and banks are targeting 20% profit on the private 
element of scheme value (a lower profit typically applies to the affordable 
housing, due to the reduced risk).  

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 value2’ 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 will not voluntarily sell their land and (unless a 
local authority is prepared to use its compulsory purchase powers) some may 
simply hold on to their sites, in the hope that policy may change at some future 
point with reduced requirements.  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 Viability benchmark  

The NPPF and NPPG are not prescriptive on the type of methodology local 
planning authorities should use when assessing viability.   The Local Housing 
Delivery Group published guidance in June 20123 which provides guidance on 
testing viability of Local Plan policies.  The guidance notes that “consideration of 
an appropriate Threshold Land Value [or viability benchmark] needs to take 
account of the fact that future plan policy requirements will have an impact on 
land values and landowner expectations.  Therefore, using a market value 
approach as the starting point carries the risk of building-in assumptions of 

                                                      
2 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’.    
3 Viability Testing Local Plans: Advice for planning practitioners, Local Housing Delivery Group, 
Chaired by Sir John Harman, June 2012 
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current policy costs rather than helping to inform the potential for future policy”.       

In light of the weaknesses in the market value approach, the Local Housing 
Delivery Group guidance recommends that benchmark land value “is based on 
a premium over current use values” with the “precise figure that should be used 
as an appropriate premium above current use value [being] determined locally”.  
The guidance considers that this approach “is in line with reference in the NPPF 
to take account of a “competitive return” to a willing land owner”.   

The examination on the Mayor of London’s CIL Charging Schedule considered 
the issue of an appropriate land value benchmark.  The Mayor had adopted 
existing use value, while certain objectors suggested that ‘Market Value’ was a 
more appropriate benchmark.  The Examiner concluded that:     
 
“The market value approach…. while offering certainty on the price paid for a 
development site, suffers from being based on prices agreed in an historic 
policy context.”  (para 8) and that “I don’t believe that the EUV approach can be 
accurately described as fundamentally flawed or that this examination should be 
adjourned to allow work based on the market approach to be done” (para 9).     

In his concluding remark, the Examiner points out that      
 
“the price paid for development land may be reduced [so that CIL may be 
accommodated]. As with profit levels there may be cries that this is unrealistic, 
but a reduction in development land value is an inherent part of the CIL 
concept. It may be argued that such a reduction may be all very well in the 
medium to long term but it is impossible in the short term because of the price 
already paid/agreed for development land. The difficulty with that argument is 
that if accepted the prospect of raising funds for infrastructure would be forever 
receding into the future. In any event in some instances it may be possible for 
contracts and options to be re-negotiated in the light of the changed 
circumstances arising from the imposition of CIL charges. (para 32 – emphasis 
added).   

It is important to stress, therefore, that there is no single threshold land value at 
which land will come forward for development.  The decision to bring land 
forward will depend on the type of owner and, in particular, whether the owner 
occupies the site or holds it as an asset; the strength of demand for the site’s 
current use in comparison to others; how offers received compare to the 
owner’s perception of the value of the site, which in turn is influenced by prices 
achieved by other sites.  Given the lack of a single threshold land value, it is 
difficult for policy makers to determine the minimum land value that sites should 
achieve.  This will ultimately be a matter of judgement for each individual local 
authority. 

Advisors to developers often suggest that local authorities should run their 
analyses of the viability of sites on market values.  This would be an extremely 
misleading measure against which to test viability, as market values should 
reflect existing policies already in place, and would consequently tell councils 
nothing as to how future policies might impact on viability.  It has been widely 
accepted that market values are inappropriate for testing planning policy 
requirements.   

Various Local Plan inspectors and CIL examiners have accepted the key point 
that Local Plan policies and CIL will ultimately result in a reduction in land 
values, so benchmarks must consider a reasonable minimum threshold which 
landowners will accept.  The ‘bottom line’ in terms of land value will be the value 
of the site in its existing use.  This fundamental point is recognised by the RICS 
at paragraph 3.4.4 of their Guidance Note on ‘Financial Viability in Planning”: 
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 “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”.   

Other developers and their advisors also make reference to ‘market testing’ of 
benchmark land values.  This is another variant of benchmarking against 
market values.  These developers advocate using benchmarks that are based 
on the prices that sites have been bought and sold for.  There are significant 
weaknesses in this approach for the following reasons: 
 
■ Transactions are often based on bids that ‘take a view’ on squeezing 

planning policy requirements below target levels. This results in prices paid 
being too high to allow for policy targets to be met.  If these transactions are 
used to test the viability of sites and planning policy requirements, 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 following publication of the CLG/HCA 
2011-2015 Affordable Homes Programme – Framework and the 
subsequent 2015-2018 Affordable Homes Programme Prospectus.  
 

■ 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 our 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.     

For the reasons set out above, the approach of using current use values is a 
more reliable indicator of viability than using market values or prices paid for 
sites.   

3.3 Using the appraisals to establish an affordable housing target 

Affordable housing levels are typically known when running an appraisal and is 
simply a feature of the housing mix. We have therefore structured our 
appraisals slightly differently so that they provide an indication of the viable level 
of affordable housing for each of the site typologies in the various sub-markets 
across the Borough.   

If we were to run the appraisals with zero affordable housing as a starting point, 
it is likely that the residual land value would exceed the benchmark land value.  
The appraisals are structured to incrementally introduce affordable housing until 
the residual land value and the benchmark land value are equal.   

Clearly, the affordable housing levels will vary across different sub-markets, 
types of sites and when the residual values are compared to various benchmark 
land values.  The affordable housing target therefore needs to reflect as many 
scenarios as possible, although recognising that any target will be applied 
flexibly.    
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4 Appraisal inputs  
4.1 Site areas and scheme content  

We have adopted the same typologies as those used in the October 2012 CIL 
Viability Study, which are summarised in Table 4.1.1.  Development densities 
range from 60 dwellings per hectare to 300 dwellings per hectare.    

Table 4.1.1 – Development typologies  

 Number of 
units  

Housing 
type  

Development 
density units per 
ha  

Net developable 
area (ha)  

1 4 Houses  60 0.067 

2 5 Flats  100 0.05 

3 50 Flats  150 0.33 

4 100 Flats  200 0.50 

5 200 Flats  300 0.67 

The unit mix adopted in the appraisals is summarised in Table 4.1.2.   

Table 4.1.2 – Development typologies mix4 

Site type  1 Bed 
flat  

2 bed 
flat  

3 bed 
flat  

4 bed 
flat   

3 bed 
house  

4 bed 
house  

Unit sizes – 
private (sq 
m) 

70 90 110 150 150 200 

Unit sizes – 
affordable 
(sq m) 

54 75 90 115 100 120 

1 - - - - 50% 50% 

2 -  20%  40%  40% - - 

3 10% 10% 50% 30% - - 

4 10% 10% 50% 30% - - 

5 10% 10% 40% 40% - - 
 

4.2 Residential Sales values 

4.2.1 Economic and housing market context  

The historic highs achieved in the UK housing market by mid 2007 followed a 
prolonged period of real house price growth.  However, a period of 
‘readjustment’ began in the second half of 2007, triggered initially by rising 
interest rates and the emergence of the US subprime lending problems in the 
last quarter of 2007.  The subsequent reduction in inter-bank lending led to a 
general “credit crunch” including a tightening of mortgage availability.  The real 
crisis of confidence, however, followed the collapse of Lehman Brothers in 

                                                      
4 Note that the development typologies mix in this study is different to that of the CIL Viability Study, 
which, for example included affordable housing only for typologies 3-5 as a policy basis, whereas 
this study looks at the impact of affordable housing 
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September 2008, which forced the government and the Bank of England to 
intervene in the market to relieve a liquidity crisis. 

The combination of successive shocks to consumer confidence and the 
difficulties in obtaining finance led to a sharp reduction in transactions and a 
significant correction in house prices in the UK, which fell to a level some 21% 
lower than at their peak in August 2007 according to the Halifax House Price 
Index.  Consequently, residential land values fell by some 50% from peak 
levels.  One element of government intervention involved successive interest 
rate cuts and as the cost of servicing many people’s mortgages is linked to the 
base rate, this financial burden has progressively eased for those still in 
employment.  This, together with a return to economic growth early in 2010 (see 
May 2015 Bank of England GDP fan chart below, showing the range of the 
Bank’s predictions for GDP growth to 2018) has meant that consumer 
confidence has improved to some extent.  

 

 

Source: Bank of England  

Throughout the first half of 2010 there were some tentative indications that 
improved consumer confidence was feeding through into more positive interest 
from potential house purchasers.  Against the background of a much reduced 
supply of new housing, this would lead one to expect some recovery in prices. 
However, this brief resurgence abated with figures falling and then fluctuating in 
2011 and 2012, with the Halifax House Price Indices showing a fall of 0.6% in 
the year to March 2012.  The Halifax attributed some of the recovery during that 
period with first time buyers seeking to purchase prior to the reintroduction of 
stamp duty from 1st April 2012.  The signs of improvement in the housing 
market towards the end of 2012 continued through 2013 and into 2014, 
however in the last quarter of 2014 the pace of the improvement has been seen 
to moderate and this has carried through into 2015. 

Both the Halifax and Nationwide report on the moderation of annual price 
growth in their May 2015 Housing Price Index Update. Robert Gardener, 
Nationwide’s Chief Economist identifies that “the annual price of house growth 
slowed to 4.6% in May.” This continues the downward trend that has been 
evidenced since the summer of 2014, with only a slight price increase in March. 
This view is shared by Halifax’s Housing Economist Martin Ellis, who comments 
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that “annual price growth rose marginally from 8.5% to 8.6% in April however 
continues to be in the narrow range of 8-9% where it has been throughout 2015 
so far.” 

It is noted by Nationwide that over the longer term “we would expect house 
price growth to converge with earnings growth. However, much will depend on 
supply side developments.” Nationwide acknowledges however that in recent 
years the rate of building activity has remained below that required to keep up 
with population growth. This view is shared by the Halifax, reporting that 
“housing supply remains extremely tight. At the same time, on-going economic 
recovery, increasing employment, real earnings growth and very low mortgage 
rates are all supporting housing demand.” Halifax therefore also acknowledges 
that this combination has kept annual house price inflation well above earnings 
growth.  Additionally, the Halifax notes that the “imbalance between supply and 
demand is likely to continue to push up house prices over the coming months.” 
However, looking further ahead, the increasing levels of house prices in relation 
to earnings are then expected to dampen any house price growth. 

Despite the continuing moderation of annual house price growth, Nationwide 
report that cash transactions remain relatively high, estimating that “the share of 
cash purchases in the housing market reached an all-time high of 38% in Q1 
2015. Continued healthy demand from cash buyers has helped support 
transaction levels in recent quarters, since mortgage lending has remained 
relatively subdued.” Nationwide continue to report that this significant rise in the 
share of cash transactions occurred in the wake of the financial crisis, where a 
tightening in credit conditions and deterioration in the labour market limited the 
number of people able to buy with a mortgage. They go on to comment that, 
“Interestingly, the data suggests that the share of cash purchases in London is 
not out of line with the rest of the UK.  On the surface, this may seem surprising, 
given the greater involvement of investors (domestic and overseas) in the 
London property market.  A limiting factor may be that house prices in the 
capital are over twice as high as the rest of the UK” 

It should be noted however that despite the surge of cash buyers, the Halifax 
report that the volume of mortgage approvals for house purchases have actually 
“increased by 9.9% in April”. In addition, the latest Halifax Housing Market 
confidence Tracker shows that the “net proportion of consumers who believe 
the next 12 months will be a good time to buy increased from +21 in March to 
+26 in April.” However in contrast to this the net proportion that thinks the next 
year will be a good time to sell fell from +33 to +30. 

4.2.2 Residential values in RBKC 

Residential values in the area reflect national trends in recent years but do of 
course vary between different sub-markets.  For the Council’s CIL viability 
study, we considered comparable evidence of transacted properties in the area 
and also properties that were on the market to establish appropriate values for 
testing purposes.  This exercise indicated that, at that time, developments in the 
Borough were attracting average sales values ranging from circa £7,825 to 
£31,690 per square metre.  There were limited volumes of super-prime units 
that exceeded the range shown here, but these were regarded as exceptional 
cases and were excluded for modelling purposes.       

Sales values vary between different parts of the Borough, with the 
Knightsbridge area attracting the highest values and the parts of Ladbroke 
Grove north of the Westway the lowest values.  We have updated the October 
2012 values by applying the rate of house price inflation recorded by the Land 
Registry. Between October 2012 and November 2014, Land Registry data 
indicates that values in the Borough increased by 23.6%.  We have therefore 
applied this increase to our October 2012 values to bring them up to date. 
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The average values we have assumed in our appraisals are shown in Table  

4.3.1.  These average values are supported by pricing on individual schemes and 
resale values (attached as Appendix 1).  We have reduced all asking prices by 
5% to reflect discounts secured by purchasers during negotiations with 
developers and vendors.  In the current market, this discount is likely to be 
greater than the actual discount secured in many cases. 

Sales values used in the appraisals are summarised in Table 4.2.1.  

Table 4.2.1: Sales values used in the appraisals  

Area  Average values £s per 
sq m – October 2012  

Average values £s per 
sq m – November 2014 

North of Ladbroke Grove 
W10 

7,434 9,188 

Holland Park W11 12,578 15,546 

Olympia W14 9,957 12,307 

Notting Hill Gate and 
Kensington High Street 
W8 

16,464 20,350 

Earls Court SW5 and 
SW10 

11,463 14,168 

Chelsea SW3, SW1W 17,087 21,120 

Knightsbridge  30,105 37,210 

4.3 Residential Sales rate  

Our appraisals assume that most units will be sold off-plan prior to practical 
completion, with income received at practical completion.  Our appraisals 
assume that there will be a period following practical completion during which 
any units that are not pre-sold will be marketed, as follows: 

■ Scheme 1: 3 months; 
■ Scheme 2: 3 months; 
■ Scheme 3: 9 months; 
■ Scheme 4: 15 months; 
■ Scheme 5: 21 months.  

4.4 Build costs   

We have sourced build costs for the residential schemes from the RICS 
Building Cost Information Service (BCIS), which is based on tenders for actual 
schemes (attached as Appendix 2).  However, adjustments to the base costs 
are necessary to reflect the specification of development in the Borough, which 
is reflective of high specification and high value property.  BCIS estimate that 
costs require an upwards adjustment of 24% to reflect Borough-specific 
circumstances.    

An additional 6% allowance is included across all tenures for meeting zero 
carbon standard, which is reflective of the findings of work undertaken by Zero 
Carbon Hub5 in 2014. 

                                                      
5 Costs Analysis: Meeting the Zero Carbon Standard (February 2014) 
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A summary of build costs for each scheme type is provided in Table 4.4.1. 

Table 4.4.1: Build costs  

4.5 Affordable Housing 

For the purposes of testing the affordable housing target, we have assumed 
that all sites would be required to provide affordable housing on-site, rather than 
through a payment in lieu.  Thresholds and payments in lieu are tested in a 
separate report.   

The appraisals assume a tenure split of 85% affordable rented housing and 
15% intermediate (shared ownership) based on existing Core Strategy Policy 
CH2(q).     

In 2011, the Council adopted a policy position with regards to rent levels for 
Affordable Rented properties7.  Having regard to incomes of households in 
housing need and the benefit caps under the Universal Credit, the Council  
concluded that setting a rent as a percentage of market rents would be 
inappropriate.  Instead, the Council adopted a system that takes Target Rents 
as a starting point.  Where affordability allows, the Council would then add a 
percentage uplift to rents for certain properties, as shown in Table 4.5.1. The 
capital values generated for each unit are also shown in Table 4.5.1.  These 
values reflect the price that a developer would expect to receive from RPs for 
the completed affordable rented units. 

                                                      
6 Applies in higher value areas only (Knightsbridge, Chelsea, Notting Hill and Kensington High 
Street areas)  
7 RBKC: ‘Key Decision Report 18 November 2011 – Adoption of the Affordable Rent Interim 
Housing Policy for Section 106 agreements’  

Site type 
and no of 
units 

BCIS 
base – 
quarter 4 
2014 

Height 
adjust 

Quality 
adjust6 
(per sq 
m) 

Adjusted 
cost  (per 
sq m) 

External 
works  

Zero 
Carbon 
Hub 
allowance 

All-in 
cost  
(per sq 
m) 

Gross 
to net 
ratio 

1  
(4 houses) 

One off 
housing 
terraced 
Upper 
Quartile 
£1,387 

0 30% £1,803 15% 6% £2,182 100% 

2  
(5 flats) 

Flats 6+ 
storeys 
Upper 
Quartile  
£1,929 

0 30% £2,508 15% 6% £3,035 85% 

3 
(50 flats) 

Flats 6+ 
storeys 
Upper 
Quartile  
£1,929 

15% 30% £2,797 15% 6% £3,384 82.5% 

4 
(100 flats) 

Flats 6+ 
storeys 
Upper 
Quartile 
£1,929  

30% 30% £3,086 15% 6% £3,734 82.5% 

5 
(200 flats) 

Flats 6+ 
storeys 
Upper 
Quartile 
£1,929  

50% 30% £3,472 15% 6% £4,201 80% 
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Although this approach has now been amended following objections from the 
GLA, we have maintained the assumptions in the appraisals as a ‘worst-case’ 
scenario from a viability perspective.    

Table 4.5.1: RBKC Affordable Rent units – proposed rent levels  
Unit type  Percentage uplift under interim 

housing policy  
Capital value per 
square metre  

1 bed  Average RSL Target Rent plus 30%   £2,687 

2 beds  Average RSL Target Rent plus 25% £1,945 

3 beds  Average RSL Target Rent plus 12% £1,496 

4 beds Average RSL Target Rent plus 5% £1,127 

5 beds  Average RSL Target Rent plus 5% £1,127 

Values for shared ownership properties are capped at £3,000 per square metre 
to ensure that units can be sold to purchasers who qualify under the London 
Plan household income thresholds.  Applying typical metrics in terms of equity 
sale tranches and rent and unsold equity would exceed these income 
thresholds in most cases in the Borough.    

4.6 Community Infrastructure Levy and section 106 obligations  

The position regarding the Council’s CIL is discussed in Section 2.1.  We have 
incorporated the Council’s CIL and the Mayor of London’s CIL into our 
appraisals, the latter at £50 per square metre. Our appraisals assume that CIL 
applies to the entire gross internal area (with the exception of affordable 
housing) i.e. no offsetting of liability with existing floorspace.  In addition, we 
have incorporated an additional allowance of £1,000 per unit across all tenures 
for residual Section 106 requirements.   

4.7 Other assumptions   

The other assumptions in our appraisals are as follows:  

■ Allowance for professional fees of 10% of build costs on site typologies 1, 2 
and 3, and 12% on site typologies 4 and 5; 

■ Contingence of 5% of build costs; 

■ Finance costs of 7% on negative balances; 0% on positive balances;  

■ Profit of 20% of private housing Gross Development Value (GDV), which is 
towards the top end of the range for sites in RBKC and 6% on affordable 
housing GDV; 

■ Acquisition costs as % of residual land value: 4% stamp duty land tax, 1% 
agent’s fee and 0.8% legal fees; 

■ Marketing costs: 3% of private housing GDV;  

■ Sales legal fee of 0.5% of private housing GDV; and 

■ Zero carbon standard: 6% of base build costs.  

4.8 Mixed use development  

Many developments in RBKC include a mix of residential and commercial 
floorspace.  We have therefore re-appraised site type 4 with some of the 
floorspace changed from residential to commercial, as follows:  

■ Mixed use appraisal 1: 70% residential/30% commercial  
■ Mixed use appraisal 2: 30% residential/70% commercial  
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Site type 4 comprises 11,600 square metres of floorspace (net internal area) 
and 14,060 square metres (gross internal area).  The floorspace for the two 
mixed use schemes are summarised in Table 4.8.1.  

Table 4.8.1: Mixed use schemes  

Scheme Residential 
floorspace 
(net sq m) 

Residential 
floorspace 
(gross sq 
m) 

Commercial 
floorspace 
(net sq m) 

Commercial 
floorspace 
(gross sq 
m) 

Mixed use 1 8,120 9,842 3,480 4,218 

Mixed use 2 3,480 4,218 8,120 9,842 

4.8.1 Appraisal inputs 

For the residential elements of the schemes, we have adopted the same inputs 
as those used for the other residential schemes, as outlined previously in this 
section.  For the commercial elements, our assumptions are as follows:  

■ Rent: £430 per square metre, based on average rents achieved on lettings 
over the past twelve months (as reported by EGI);  

■ Yield: 6% 
■ Rent free period: 12 months 
■ Purchaser’s costs: 5.8% 
■ Letting agents fees: 15% of first year’s rent 
■ Disposal fees: 1% of capital value 
■ Mayoral CIL: £50 per square metre  
■ Section 106: £50 per square metre 
■ Build costs: £1,972 per square metre (BCIS Air-conditioned – generally – 

upper quartile)  
■ External works: 10% of base build costs 
■ 4 month pre-construction period followed by 8 month build period 

4.9 Benchmark land values  

We have adopted the benchmark land values (‘BLVs’) used in the October 2012 
CIL Viability Study, which are summarised in Table 4.9.1 below.  As noted in the 
Table, the October 2012 CIL Viability Study adopted a premium above the BLVs 
of 20%. In order to provide an additional degree of flexibility to reflect individual 
site circumstances, we have increased the premium to a more conservative 
30%.   
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Table 4.9.1: Benchmark land values 

Description  Benchmark 
land value per 
hectare (£ 
millions) – 20% 
premium  

Benchmark 
land value per 
hectare (£ 
millions) – 
30% premium  

Benchmark Land Value 1: assumes higher 
value secondary office space on a hectare of 
land with 60% site coverage and 4 storeys.  
The rent assumed is based on third and fourth 
quartile lettings of second hand offices in the 
Borough (averaging £23.88 per sq ft), 
capitalised at a yield of 7% (being reflective of 
secondary property).  We have assumed a £50 
per sq ft allowance for refurbishment and a 
letting void/rent free period of two and a half 
years.  The capital value of the building would 
be £61.49 million, to which we have added a 
20% premium, resulting in a benchmark of 
£73.78 million 

73.78 79.9 

Benchmark Land Value 2: assumes lower 
value secondary office space on a hectare of 
land, with 40% site coverage and 4 storeys.  
The rent assumed is based on fourth quartile 
lettings of second hand offices in the Borough 
(£21 per sq ft), capitalised at a yield of 7.25%.  
We have assumed a £50 per sq ft allowance 
for refurbishment and a letting void/rent free 
period of two and a half years.  The capital 
value of the building would be £33.27 million, 
to which we have added a 20% premium, 
resulting in a benchmark of £39.92 million. 

39.92 43.2 

Benchmark Land Value 3: assumes lower 
value secondary industrial space on a hectare 
of land, with 60% site coverage and 1.5 
storeys.  The rent assumed is based on fourth 
quartile lettings of secondary industrial 
floorspace in the Borough (£14 per sq ft).  We 
have assumed a letting void/rent free period of 
two and a half years.  The capital value of the 
building would be £13.04 million, to which we 
have added a 20% premium, resulting in a 
benchmark of £15.65 million. 

15.65 16.9 

Benchmark Land Value 4: assumes a 
community building or similar facility, which 
could include buildings owned by the Council 
and other public sector bodies, and 
community/charity groups.  We have assumed 
site coverage of 50% across a hectare of land, 
with a single storey building.  The rent 
assumed is based on our estimate of £10 per 
sq ft. We have assumed a letting void of one 
year.  The capital value of the building would 
be £6.23 million, to which we have added a 
20% premium, resulting in a benchmark of 
£7.48 million. 

7.48 8.10 
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5 Appraisal results  
Using the inputs outlined in the previous section, we have run a series of 
appraisals which test the maximum affordable housing by floorspace that could 
be secured on site while generating residual land values that are equal to BLVs 
1 to 4. One of the key determinants of the outcome is sales values, so we have 
linked the results to the Council’s CIL zones, A to F (G and H have nil rates), 
which reflected the spatial variation of sales values.  Section 2.1 provides the 
details of the location of each zone and a map of the zones is also incorporated 
in the Charging Schedule attached as Appendix 1.   

5.1 Base results  

The first set of results is based on current costs and current values.  In Zone A, 
a majority of sites will have high existing use values and the most relevant BLV 
would be BLV1.  The results for BLV1 indicate that new build schemes could 
provide around 60% affordable housing.  

Table 5.1.1: Maximum affordable housing levels in Zone A  

Site type  Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 61% 78% 90% 94% 

2 61% 75% 85% 89% 

3 66% 77% 84% 87% 

4 68% 77% 83% 85% 

5 71% 76% 80% 82% 

Sales values in Zone B are lower than the super-prime values found in Zone A, 
but the most relevant BLV is likely to be BLV1.  The appraisal results for Zone B 
indicate that schemes could absorb around 30% to 35% affordable housing.   

Table 5.1.2: Maximum affordable housing levels in Zone B  

Site type  Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 27% 58% 81% 88% 

2 25% 52% 72% 78% 

3 34% 55% 70% 75% 

4 39% 55% 66% 70% 

5 43% 53% 61% 64% 
 
The results for Zone C are similar to those in Zone B, which is reflective of the 
relatively modest difference in sales values between the two zones.  Table 5.1.3 
summarises the possible affordable housing provision in Zone C.   
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Table 5.1.3: Maximum affordable housing levels in Zone C  
Site type  Max AH - 

BLV1  
Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 24% 57% 80% 88% 

2 22% 50% 71% 78% 

3 32% 53% 68% 74% 

4 36% 53% 65% 69% 

5 40% 52% 60% 62% 
 
In zones D and E, very high value sites will be less commonplace and BLV2 is 
likely to be the most relevant benchmark.  Tables 5.1.4 and 5.1.5 summarise 
the results for zones D and E.  Focusing on the results tested against BLV2, 
schemes should be able to absorb an affordable housing level of around 40% in 
Zone D and 30% in Zone E.   
 
Table 5.1.4: Maximum affordable housing levels in Zone D  
 

Site type  Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a 34% 69% 82% 

2 n/a 34% 65% 75% 

3 8% 40% 64% 71% 

4 16% 42% 61% 67% 

5 25% 43% 55% 59% 
 
Table 5.1.5: Maximum affordable housing levels in Zone E  
 

Site type  Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a 21% 64% 78% 

2 n/a 22% 58% 71% 

3 n/a 29% 57% 66% 

4 0% 31% 53% 60% 

5 10% 31% 46% 51% 
 
Finally, Zone F has the lowest sales values in the Borough, but current use 
values will also be lower.  The most relevant BLV is BLV3.  Table 5.1.6 
summarises the maximum affordable housing levels that schemes could absorb 
in this area.   
 
There is significant variability in the amounts of affordable housing that could be 
absorbed, with the differences in build cost between schemes having a greater 
impact here than in other zones.  Medium sized schemes could absorb around 
35% affordable housing, while very dense schemes would be able to provide 
significantly lower proportions.   
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Table 5.1.6: Maximum affordable housing levels in Zone F  
 

Site type  Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a n/a 46% 68% 

2 n/a n/a 38% 57% 

3 n/a n/a 35% 49% 

4 n/a n/a 28% 39% 

5 n/a n/a 16% 24% 
 

5.2 Mixed use appraisals  
 
The results of the two mixed use appraisals are summarised in tables 5.2.1 and 
5.2.2 below.  With 30% commercial floorspace included, the scheme can still 
provide relatively high levels of affordable housing, albeit at reduced levels in 
comparison to residential-only schemes.   
 
Table 5.2.1: Mixed-use appraisal 1 (70% residential, 30% commercial)  
 

Zone Max AH - 
BLV1  

Max AH - 
BLV2 

Max 
AH - 
BLV3 

Max AH - BLV4 

A 61% 74% 83% 86% 

B 26% 50% 68% 73% 

C 22% 48% 66% 71% 

D n/a 33% 61% 69% 

E n/a 20% 53% 63% 

F n/a n/a 29% 43% 
 
Table 5.2.2: Mixed-use appraisal 2 (30% residential, 70% commercial) 
  

Zone Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

A 33% 62% 81% 87% 

B n/a 28% 63% 75% 

C n/a 25% 61% 73% 

D n/a n/a 54% 72% 

E n/a n/a 44% 67% 

F n/a n/a 15% 49% 
   

5.3 Results with nil CIL  

During the lead-up to CIL examinations, it is frequently suggested by objectors 
that CIL will have a significant impact on the ability of schemes to provide 
affordable housing.  This proposition was tested during the RBKC CIL 
examination and the Council’s evidence demonstrated conclusively that this 
was not the case.   
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To confirm the impact of the CIL rates in the Charging Schedule, we re-ran our 
analyses with nil CIL rates to test the impact on affordable housing delivery.  
The full results are provided at Appendix 3, with the maximum affordable 
housing levels in Zones A (the higher CIL rate) and F (the lowest CIL rate).  As 
can be deduced from Tables 5.2.1 and 5.2.2, the impact of removing the CIL is 
an increase in affordable housing of between 1% and 3%.   

Table 5.2.1: Change in maximum affordable housing level with nil CIL – 
Zone A  

Site type  Max AH - 
BLV1 WITH 
CIL  

Max AH – 
BLV1 – NO 
CIL 

Change  

1 61% 63% +2% 

2 61% 63% +2% 

3 66% 68% +2% 

4 68% 70% +2% 

5 71% 72% +1% 

Table 5.2.2: Change in maximum affordable housing level with nil CIL – 
Zone B 

Site type  Max AH - BLV1 
WITH CIL  

Max AH 
– BLV1 – 
NO CIL 

Change  

1 27% 32% +5% 

2 25% 30% +5% 

3 34% 39% +5% 

4 39% 43% +4% 

5 43% 46% +3% 

Table 5.2.3: Change in maximum affordable housing level with nil CIL – 
Zone C 

Site type  Max AH - 
BLV1 WITH 
CIL  

Max AH – 
BLV1 – NO 
CIL 

Change  

1 24% 28% +4% 

2 22% 26% +4% 

3 32% 36% +4% 

4 36% 40% +4% 

5 40% 43% +3% 
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Table 5.2.4: Change in maximum affordable housing level with nil CIL – 
Zone D 

Site type  Max AH – 
BLV2 WITH 
CIL  

Max AH – 
BLV2 – NO 
CIL 

Change  

1 34% 37% +3% 

2 34% 38% +4% 

3 40% 44% +4% 

4 42% 45% +3% 

5 43% 45% +2% 

Table 5.2.5: Change in maximum affordable housing level with nil CIL – 
Zone E 

Site type  Max AH – 
BLV2 WITH 
CIL  

Max AH – 
BLV2 – NO 
CIL 

Change  

1 21% 25% +4% 

2 22% 26% +4% 

3 29% 32% +3% 

4 31% 34% +3% 

5 31% 34% +3% 

Table 5.2.6: Change in maximum affordable housing level with nil CIL – 
Zone F    

Site type  Max AH - 
BLV3 WITH 
CIL  

Max AH – 
BLV3 NO 
CIL  

Change  

1 46% 49% +3% 

2 38% 41% +3% 

3 35% 38% +3% 

4 28% 31% 3% 

5 16% 20% +4% 

5.4 Results with growth in sales values of 10% and cost inflation 
of 5%  

As a sensitivity analysis, we tested the impact of 10% growth in sales values 
alongside 5% growth in costs.  The results are attached as Appendix 4 and the 
changes are summarised in Table 5.4.1 below.   
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Table 5.4.1: Changes in affordable housing resulting from 10% growth on 
sales values and 5% cost inflation 

Site 
type  

Zone A  Zone B Zone C  Zone D  Zone E  Zone F  

1 +3% +6% +7% +6% +7% +4% 

2 +3% +6% +6% +5% +7% +5% 

3 +2% +5% +5% +4% +6% +5% 

4 +2% +4% +5% +4% +5% +5% 

5 +2% +4% +4% +4% +5% +6% 

Although this sensitivity analysis indicates that affordable housing levels could 
be increased following value growth, other factors would come into play.  Firstly, 
cost growth would need to run at lower levels than value growth, which cannot 
be guaranteed.  Secondly, we have not adjusted the benchmark land values as 
part of this exercise and growth in residential markets might be accompanied by 
increasing demand for commercial floorspace, which could increase its value.  

5.5 Results with lower sales values (reduction of 5%) 

As a final sensitivity analysis, we tested the impact of a 5% fall in sales values.  
The results are attached as Appendix 5 and the changes are summarised in 
Table 5.3.2 below.   

Table 5.3.2: Changes in affordable housing resulting from 5% fall in sales 
values  

Site 
type  

Zone A  Zone B Zone C  Zone D  Zone E  Zone F  

1 -2% -4% -4% -4% -5% -4% 

2 -2% -4% -5% -4% -5% -5% 

3 -2% -4% -4% -4% -5% -5% 

4 -2% -4% -4% -4% -5% -6% 

5 -2% -4% -4% -4% -5% -7% 
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6 Conclusions and recommendations  
There is clearly a tension between setting affordable housing at too low a level 
(resulting in many schemes that could have provided higher contributions not 
doing so) and setting it too high (so that almost every scheme failing to meet the 
target). 

Paragraph 109 of the NPPF identifies a need for local planning authorities to 
identify and maintain a rolling supply of specific deliverable sites sufficient to 
provide five years’ worth of housing against their requirements. Footnote 5 then 
goes on to explain that these sites should be viable, based on current values.  
This requirement has been interpreted by some (e.g. the Home Builders 
Federation) to mean that all these sites must be able to meet the affordable 
housing target.  This narrow interpretation would only be correct if affordable 
housing targets operated as quotas; providing they are operated flexibly and 
having regard to viability, they would not impact on the viability of the five year 
land supply.  Our interpretation of the NPPF requirement is that planning 
policies should not make sites upon which the Council relies unviable; a flexible 
approach to the application of the affordable housing (as currently exists) would 
ensure there are no such adverse impacts.   

The Council could therefore decide to set a relatively high affordable housing 
target, recognising that it would only be met on some – but certainly not all – 
occasions.  Developers would need to demonstrate to the Council’s satisfaction 
why the target cannot be met on individual schemes.  A high target would be 
likely increase the number of viability appraisals the Council might need to 
assess as part of the planning application process compared to a lower target.    

Experience elsewhere tends to indicate that when affordable housing targets 
are reduced, there is a tendency for delivery of affordable housing in individual 
schemes to fall to below the newly revised target.  The target – wherever it 
might be set – is often seen as a cap by developers and landowners, to be 
reduced wherever possible.  As a result of this tendency, many councils do not 
reduce their targets to avoid a ‘rush to the bottom’.   

Our analysis indicates that development in higher values parts of the Borough 
could absorb higher affordable housing levels than in the lower value areas.  
The range appears to be 30%-35% in the lower value areas to 60% in the very 
high value area.  However, opportunities for significant amounts of development 
or added floorspace are limited in the high value area and it is therefore unlikely 
that the area will yield much affordable housing.   

The Council has the option of adopting a single target across the Borough of 
between 35% and 40% or a split rate, of perhaps 50% in the highest value 
areas and 35% to 40% elsewhere.  The Council would have to balance this 
viability evidence with evidence of ‘need’ for affordable housing i.e. in a 
Strategic Housing Market Assessment (‘SHMA’) in considering whether a single 
target or split rate is appropriate.     

 

 



 

 27 

Appendix 1  - RBKC CIL Draft Charging 
Schedule  
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Use 
 
 
 
 
 
 

Zone 

Residential 
(C3 & 

short term 
lets) 

Extra 
Care 

Housing Hotels 
Student 

Accommodation 

Industrial / 
Warehousing 
Offices (B1) 
Retail Uses 
D1 and D2 

Uses 
All Other 

Uses 
Zone A £750 £510 

£160 
(all 

zones) 

£125 
(all zones) 

Nil 
(all zones) 

Zone B £590 £230 
Zone C £430 £300 
Zone D £270 £160 
Zone E £190 Nil 
Zone F £110 Nil 
Zone G 
(Earl’s 
Court) 

Nil 
(all uses) 

Zone H 
(Kensal 
Strategic 

Site) 

Nil 
(all uses) 
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Appendix 2  - BCIS costs  
 

  



Description: Rate per m2 gross internal floor area for the building Cost including prelims.

Last updated: 13-Jun-2015 12:20

 Rebased to London Borough of Kensington and Chelsea   

£/m2 study

Maximum age of results: Default period

Building function
(Maximum age of projects)

£/m² gross internal floor area
Sample

Mean Lowest Lower quartiles Median Upper quartiles Highest

New build

Housing, mixed
developments (15)

1,230 603 1,053 1,195 1,374 2,633 954

Estate housing

Generally (15) 1,191 584 1,020 1,162 1,317 2,417 1754

Single storey (15) 1,306 700 1,115 1,265 1,482 2,246 286

2-storey (15) 1,167 584 1,014 1,143 1,283 2,302 1335

3-storey (15) 1,185 765 970 1,121 1,315 2,417 132

4-storey or above (25) 1,679 1,268 - 1,523 - 2,245 3

Estate housing detached
(15)

1,277 919 1,075 1,314 1,439 1,647 16

Estate housing semi
detached

Generally (15) 1,189 613 1,036 1,162 1,307 2,246 398

Single storey (15) 1,365 819 1,154 1,352 1,548 2,246 64

2-storey (15) 1,158 613 1,026 1,139 1,273 2,046 315

3-storey (15) 1,114 825 921 1,078 1,215 1,733 19

Estate housing terraced

Generally (15) 1,212 602 1,012 1,170 1,364 2,417 390

Single storey (15) 1,292 782 1,071 1,191 1,534 2,061 56

2-storey (15) 1,200 602 1,014 1,169 1,339 2,302 276

3-storey (15) 1,192 765 969 1,117 1,260 2,417 58

Flats (apartments)

Generally (15) 1,425 702 1,188 1,370 1,614 3,783 796

1-2 storey (15) 1,347 787 1,164 1,305 1,501 2,619 191

3-5 storey (15) 1,403 702 1,185 1,366 1,608 2,805 529

6+ storey (15) 1,779 1,053 1,455 1,741 1,929 3,783 72

'One-off' housing
detached (3 units or less)

Generally (15) 1,969 801 1,435 1,713 2,247 5,844 118

Single storey (15) 1,579 801 1,345 1,508 1,754 2,533 46

2-storey (15) 1,947 952 1,440 1,723 2,302 4,386 49

3-storey (15) 2,454 1,541 2,071 2,302 2,675 4,457 16

4-storey or above (15) 3,612 1,699 2,496 3,372 4,729 5,844 6
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'One-off' housing semi-
detached (3 units or less)
(15)

1,360 898 1,188 1,343 1,520 2,044 121

'One-off' housing terraced
(3 units or less) (15)

1,699 1,039 1,190 1,240 1,387 6,374 17

Building function
(Maximum age of projects)

£/m² gross internal floor area
Sample

Mean Lowest Lower quartiles Median Upper quartiles Highest
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Description: Rate per m2 gross internal floor area for the building Cost including prelims.

Last updated: 13-Jun-2015 12:20

 Rebased to London Borough of Kensington and Chelsea   

£/m2 study

Maximum age of results: Default period

Building function
(Maximum age of projects)

£/m² gross internal floor area
Sample

Mean Lowest Lower quartiles Median Upper quartiles Highest

New build

Offices

Generally (15) 1,721 736 1,264 1,634 1,911 5,399 181

Air-conditioned

Generally (15) 1,882 736 1,500 1,748 1,972 5,399 63

1-2 storey (15) 1,611 736 1,260 1,518 1,730 3,279 20

3-5 storey (15) 1,904 1,172 1,556 1,768 1,951 5,399 34

6+ storey (15) 2,383 1,652 1,882 2,037 2,710 4,161 8

Not air-conditioned

Generally (15) 1,630 833 1,173 1,535 1,881 3,161 80

1-2 storey (15) 1,516 833 1,159 1,432 1,768 2,991 42

3-5 storey (15) 1,715 925 1,353 1,609 1,883 3,161 35

6+ storey (20) 2,252 1,732 - 2,348 - 2,580 4
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Appendix 3  - Appraisal results with nil 
CIL 
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CIL Zone A  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 63% 79% 90% 94% 
2 63% 76% 86% 89% 
3 68% 78% 85% 87% 
4 70% 78% 83% 85% 
5 72% 77% 81% 82% 

CIL Zone B 

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 32% 61% 82% 89% 
2 30% 55% 73% 80% 
3 39% 58% 71% 76% 
4 43% 58% 68% 72% 
5 46% 56% 64% 66% 

CIL Zone C  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 28% 59% 81% 89% 
2 26% 53% 72% 79% 
3 36% 56% 70% 75% 
4 40% 56% 67% 71% 
5 43% 54% 62% 64% 

CIL Zone D  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a 37% 71% 83% 
2 n/a 38% 67% 77% 
3 13% 44% 65% 73% 
4 21% 45% 62% 68% 
5 29% 45% 57% 61% 

CIL Zone E  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a 25% 65% 79% 
2 n/a 26% 60% 72% 
3 n/a 32% 59% 67% 
4 5% 34% 55% 62% 
5 14% 34% 48% 53% 
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CIL Zone F  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a n/a 49% 69% 
2 n/a n/a 41% 59% 
3 n/a n/a 38% 51% 
4 n/a n/a 31% 42% 
5 n/a n/a 20% 27% 
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Appendix 4   - Appraisal results with 
10% growth in values and 5% cost 
inflation  
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APPRAISAL RESULTS WITH 10% SALES VALUE GROWTH AND 5% COST 
INFLATION  

Zone A  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 66% 81% 91% 94% 
2 66% 78% 87% 90% 
3 70% 79% 86% 88% 
4 72% 79% 84% 86% 
5 74% 79% 82% 83% 

Zone B  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 38% 64% 83% 90% 
2 36% 59% 75% 81% 
3 44% 61% 73% 77% 
4 47% 60% 70% 73% 
5 50% 59% 65% 68% 

Zone C  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 35% 63% 82% 89% 
2 33% 57% 74% 80% 
3 41% 59% 72% 76% 
4 44% 59% 69% 72% 
5 47% 57% 64% 66% 

Zone D  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 0% 43% 73% 84% 
2 7% 43% 69% 78% 
3 21% 48% 68% 74% 
4 28% 49% 65% 70% 
5 34% 49% 60% 63% 

Zone E  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a 32% 68% 80% 
2 n/a 32% 63% 74% 
3 5% 38% 61% 69% 
4 13% 39% 58% 64% 
5 21% 39% 51% 55% 
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Zone F  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a 0% 53% 71% 
2 n/a 1% 46% 61% 
3 n/a 8% 42% 54% 
4 n/a 9% 36% 46% 
5 n/a 7% 26% 32% 
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Appendix 5  - Appraisal results with a 
5% fall in values 
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APPRAISAL RESULTS WITH 5% FALL IN SALES VALUES 

ZONE A  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 61% 78% 90% 94% 
2 60% 75% 85% 89% 
3 66% 76% 84% 87% 
4 68% 77% 82% 84% 
5 70% 76% 80% 81% 

ZONE B  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 27% 59% 81% 88% 
2 25% 52% 72% 78% 
3 35% 55% 70% 74% 
4 39% 55% 66% 70% 
5 43% 53% 61% 64% 

ZONE C 

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 24% 57% 80% 88% 
2 22% 50% 70% 77% 
3 31% 53% 68% 73% 
4 36% 53% 65% 69% 
5 40% 51% 59% 62% 

ZONE D  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a 33% 69% 81% 
2 n/a 34% 65% 75% 
3 7% 40% 63% 71% 
4 16% 41% 60% 66% 
5 24% 42% 54% 58% 

ZONE E  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a 20% 63% 78% 
2 n/a 21% 58% 70% 
3 n/a 28% 56% 65% 
4 n/a 29% 52% 59% 
5 8% 29% 44% 49% 
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ZONE F  

Site type  
Max AH - 
BLV1  

Max AH - 
BLV2 

Max AH - 
BLV3 

Max AH - 
BLV4 

1 n/a n/a 45% 67% 
2 n/a n/a 37% 55% 
3 n/a n/a 33% 47% 
4 n/a n/a 26% 37% 
5 n/a n/a 13% 21% 
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