
Canterbury City Council

Local Plan Viability Study – May 2022

Supplementary Annex to consider the effect of affordable housing tenure and to clarify the
approach to zero carbon on development viability 2023.

HDH Planning & Development Ltd prepared the CCC Local Plan Viability Study (May 2022).
This very brief Supplementary Annex has been prepared following the May 2023 elections
so that members can consider policy priorities in the emerging Local Plan.

Basis of Analysis

This note does not include any updating of the assumptions in the 2022 Viability Study. The
value and cost assumptions are carried forward unchanged. For the purpose of this note,
this approach is considered appropriate, however if the Council were to make a significant
change of direction, in terms of policy requirements a more comprehensive update may be
required.

The housing market and build costs have changed since the 2022 Viability Study. The data
in the 2022 Viability Study was gathered in the summer and autumn of 2021.

Table 1 Changes in Average House Prices

Canterbury

 All  Newbuild Existing

2021-08 £334,586  £285,638 £336,994

2023-02   £374,295 £385,673

2023-03 £390,142    

Change £55,556  £88,657 £48,679

 16.60%  31.04% 14.45%

England and Wales

 All  Newbuild Existing

2021-08 £271,820  £330,484 £268,345

2023-02   £450,410 £295,115

2023-03 £299,409    

Change £27,589  £119,926 £26,770

 10.15%  36.29% 9.98%
Source: Land Registry Average House Prices (13th July 2023)

Table 2 - Change in BCIS Median £ per m2 – Canterbury

20-Nov-21 £1,444

01-Jul-23 £1,668

Change £224
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15.51%
Source: BCIS (1st July 2023)

Data from the Land Registry suggests that average newbuild house prices have increased
by about 30% since the data was gathered for the 2022 Viability Study, although it is
important to appreciate that the most recent available data is from February 2023.

The BCIS data suggests that build costs have increased by about 16%. Whilst this is
high-level data, it suggests that viability may have improved since the 2022 Viability Study,
however we do advise a cautious approach is taken in this regard as there is much coverage
in the press and some of the emerging data about falling house prices and it is widely
predicted that house prices will fall over the coming year.

The 2022 Viability Study suggested (paragraph 10.45) that the following policy requirements
were appropriate:

Having considered the results of the various appraisals reporting the impact of the range of policy
aspirations and requirements set out above, the Council recognise that not all the policy areas
tested will be deliverable. A further set of appraisals has been run, based on the following
requirements.

a. Affordable Housing 30% as 33% Affordable Home
Ownership / 67% Affordable Rent – in line with the
requirements for 10% AHO and 25% of affordable
homes to be First Homes.

b. Design 15% Part M4(2), 5% Part M4(3), Water
efficiency – including rainwater harvesting, 20%
Biodiversity Net Gain, Zero Carbon, EV Charging
(except high density flats)

c. Developer Contributions CIL – as adopted (applied to
all sites – including Strategic Sites). s106 as £/unit at the
following rates:

Strategic Sites Houses £30,000/unit

Flats £20,000/unit

All other 1-9 dwellings £5,000/unit

10+ dwellings £15,000/unit.

The analysis in this annex takes these requirements as the starting point for the analysis.

In the analysis in the 2022 Viability Study, the typologies were tested on the basis of zero
regulated and unregulated carbon (adding 10% to the cost of development), and the
strategic sites were tested on the basis of zero regulated carbon (adding 6.8% to the cost of
development).

Affordable Housing Tenure

The Council have asked us to consider the effect of increasing the requirement for affordable
housing from 30% to 35% or 40%, and to consider the effect of seeking some or all of the
affordable housing for rent as Social Rent rather than Affordable Rent.
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A further set of appraisals have been run to assess the impact of these changes. In these it
is assumed, across all the typologies and strategic sites, that the development is to a zero
regulated and unregulated CO2 standard (adding 10% to the build cost). The results are
included in Appendix 1 (the appendices are formatted for A3 printing).

It is important to note that when considering the results, these fresh appraisals are based on
policies over and above the policies in the adopted Local Plan that include requirements for
rainwater harvesting and 20% Biodiversity Net Gain and the substantial levels of developer
contributions in addition to CIL. In addition to these, allowance has also been made for zero
carbon development (see below).

It is also important to note that when making the recommendations above, the assumption
was that the majority of future development would be on large strategic sites and that the
results from the testing of the strategic sites were given most weight.

As in the 2022 Viability Study, viability is assessed by considering the Residual Value against
the Benchmark Land Value (BLV). The Residual Value is the maximum amount a landowner
can pay for a parcel of land and make an adequate return. For a site to be viable, the
Residual Value needs to exceed the BLV. A fall in the BLV is an indication of the reduction in
the amount a developer can pay a landowner.

Taking the Canterbury, Whitstable and rural area as an example, very approximately, a shift
from an affordable housing mix where all the affordable housing for rent is provided as
Affordable Rent to a situation where about 60% the affordable housing for rent is provided as
Affordable Rent and 40% is as Social Rent has the effect of reducing the Residual Value,
assuming 30% affordable housing, by about £72,000/ha on greenfield sites and by about
£161,000/ha on brownfield sites.

This is a broadly similar impact on viability as increasing the overall affordable housing
requirement from 30% to 35% but leaving all the affordable housing for rent being provided
as Affordable Rent which has the effect of reducing the Residual Value, by about £80,000/ha
on greenfield sites and by about £138,000/ha on brownfield sites. Increasing the overall
affordable housing requirement from 30% to 40% has the effect of reducing the Residual
Value, by about £156,000/ha on greenfield sites and by about £270,000/ha on brownfield
sites.

At the prices values and costs used in the 2022 Viability Study, and assuming zero regulated
CO2 housing there would be some scope to introduce an element of Social Rent or to
increase the amount of affordable housing to 35%. There is not scope to do so with zero
unregulated CO2.

Having said this, we recommend against such a change as this would push viability to the
very limits. The 2022 Viability Study included sensitivity testing with regard to changes in
costs and values. As set out in Appendix 2 below, even with the recommended affordable
housing mix, a 5% fall in house prices or a 5% increase has a negative impact on viability
and would result in a significant number of the strategic sites becoming unviable.
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In this context, the 2022 Viability Study noted that increasing the level of developer
contributions, across the Council Area, by £10,000/unit leads to a fall in the Residual Value
of about £245,000/ha on greenfield sites and £475,000/ha on brownfield sites – so it is clear
that if the level of developer contributions was to be reduced, as a result of there being a
lesser requirement for strategic infrastructure and mitigation measures, then the tenure mix
and or the total requirement for affordable housing could be revisited. The costs of the
strategic infrastructure and mitigation measures assumed in the 2022 Viability Study were
based on the Council’s best available evidence, so it is not clear as to whether or not there is
scope to reduce these costs.

If the Council wishes to pursue an increase in the affordable housing requirement, it would
be necessary to review the requirements for strategic infrastructure and mitigation measures
more fundamentally, and then use those revised requirements for the basis of the further
analysis. Alternatively, the other policy requirements such as CIL, wider developer
contributions or environmental standards (i.e. Zero CO2) could be reduced. Alternatively,
should the Council wish to deliver an element of Social Rent, again it would be necessary to
reduce other policy requirements such as CIL, wider developer contributions or
environmental standards or, alternatively reduce the overall requirement for affordable
housing.

To illustrate the impact of moving from seeking zero regulated and unregulated CO2 to
simple seeking zero un-regulated CO2 the analysis included in Appendix 1 and Appendix 2
has been repeated assuming zero regulated CO2 and is presented in Appendix 3 and
Appendix 4.

Zero Carbon

The analysis in the 2022 Viability Study considered ‘Zero Carbon’. Zero Carbon means
different things to different people and there is little consensus across the country around the
definitions. It is helpful to be clear as to the basis of analysis in the 2022 Viability Study.

In the analysis in the 2022 Viability Study, the typologies were tested on the basis of zero
regulated and unregulated carbon (adding 10% to the cost of development), and the
strategic sies were tested on the basis of zero regulated carbon (adding 6.8% to the cost of
development).

The Department of Levelling up, Communities and Housing, has updated Conservation of
Fuel and Power, Approved Document L of the Building Regulations as a ‘stepping stone’ on
the pathway to Zero Carbon homes. It sets the target of an interim 31% reduction in CO2

emissions over 2013 standards for dwellings. These changes now apply. These revisions to
Approved Document L are a step towards the introduction of the Future Homes Standard in
2025. The details of the Future Homes Standard are yet to be published. The 2019
Government Consultation anticipated that it would achieve a 75% to 80% improvement
reduction in CO2 emissions over 2013 standards for dwellings. It would be prudent for the
Council to assume that the Future Homes Standard applies as this is likely to be introduced
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shortly after the new Local Plan comes into effect. Having said this, there is a degree of
political uncertainty around mandating further standards at the expense of boosting
housebuilding.

There are a range of ways of lowering the greenhouse gas emissions on a scheme, although
these do alter depending on the nature of the specific project. These can include simple
measures around the orientation of the building, and measures to enable natural ventilation,
through to altering the fundamental design and construction. As the standards are
introduced, they become assimilated into the BCIS based costs, and the costs fall as the
‘additional requirements’ become the norm.

Experience around the country is that, if a council wishes to introduce higher standards than
national policy, those must be justified (some councils have had their policies struck out due
to a lack of justification). If this is something the Council wish to pursue further, then we take
this opportunity recommend that, when procuring that evidence, that they are particularly
clear around the definitions and seek clear advice as to the costs of the different options
(over and above current costs). There are numerous studies from other councils suggesting
a broad range of costs for seemingly similar additional standards, so it may not be
satisfactory to simply take assumptions from other authorities and assume that they will
apply in CCC as objectors are likely to be able to point at other evidence that suggests a
different approach.

The ’zero carbon’ and other requirements as set out in the recommendations above are
based on the assumption of build costs being increased by 10%. This is based on the costs
for zero regulated and unregulated CO2.

Summary

At the prices values and costs used in the 2022 Viability Study, and assuming zero regulated
CO2 housing, there would be some scope to introduce an element of Social Rent or to
increase the amount of affordable housing to 35%. There is not scope to do so with zero
unregulated CO2. Having said this, we recommend against such a change as this would
push viability to the very limits. The 2022 Viability Study included sensitivity testing with
regard to changes in costs and values. Even with the recommended affordable housing mix,
a 5% fall in house prices or a 5% increase has a negative impact on viability and would
result in a significant number of the strategic sites becoming unviable.

If the level of developer contributions was to be reduced, as a result of there being a lesser
requirement for strategic infrastructure and mitigation measures, then the tenure mix and or
the total requirement for affordable housing could be revisited. The costs of the strategic
infrastructure and mitigation measures assumed in the 2022 Viability Study were based on
the Council’s best available evidence so it is not clear as to whether or not there is scope to
reduce these costs. If the Council wishes to pursue an increase in the delivery of affordable
housing, it would be necessary to review the requirements for strategic infrastructure and
mitigation measures more fundamentally, and then use those revised requirements for the
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basis of the further analysis. Alternatively, the other policy requirements such as CIL, wider
developer contributions or environmental standards (i.e. Zero CO2) could be reduced.
Alternatively, should the Council wish to deliver an element of Social Rent, again it would be
necessary to reduce other policy requirements such as CIL, wider developer contributions or
environmental standards or, alternatively reduce the overall requirement for affordable
housing.

In summary, should the Council wish increasing the overall requirement for affordable
housing, or to deliver an element of Social Rent, again it would be necessary to reduce other
policy requirements such as CIL, wider developer contributions (i.e. s106) or environmental
standards (i.e. Zero Carbon). Alternatively, reducing the overall requirement for affordable
housing would allow some of the affordable housing for rent to be provided as Social Rent
rather than Affordable Rent.

HDH Planning & Development Ltd
August 2023
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Appendix 1 – Affordable Rent or Social Rent? ZERO REGULATED AND UNREGULATED CO2

Canterbury and Adjacent Area, Whitstable and Adjacent, Rural CCC
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Sturry
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Herne Bay and Adjacent
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Potential Strategic Sites
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Appendix 2 – Sensitivity Testing ZERO REGULATED AND UNREGULATED CO2

Canterbury and Adjacent Area, Whitstable and Adjacent, Rural CCC
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Sturry
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Herne Bay and Adjacent

18



Canterbury City Council, Local Plan Viability Study – May 2022
Supplementary Annex to consider the effect of affordable housing tenure and to clarify the approach to zero carbon on development viability.

Potential Strategic Sites
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Appendix 3 – Affordable Rent or Social Rent? ZERO REGULATED CO2

Canterbury and Adjacent Area, Whitstable and Adjacent, Rural CCC
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Sturry
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Herne Bay and Adjacent
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Potential Strategic Sites
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Appendix 4 – Sensitivity Testing ZERO REGULATED CO2

Canterbury and Adjacent Area, Whitstable and Adjacent, Rural CCC
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Sturry
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Herne Bay and Adjacent
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Potential Strategic Sites
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