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1. Executive Summary   

1.1 GVA has been instructed by Oxford City Council (the Council) to provide a viability assessment to inform the 

policies of the Oxford Local Plan 2036, particularly in respect of the provision of affordable housing and its 

impact upon development and viability, together with a review of the Community Infrastructure Levy (CIL) 

Charging Schedule.  The review has also been undertaken in the context of the whole plan and awareness 

of all the Local Plan policies which can affect viability. 

1.2 The study considers the current and projected future markets within Oxford for both residential and non-

residential development, the application of CIL and the effective application of policies within the Oxford 

Local Plan 2036 to ensure achievement of the Council’s objectives including delivery of affordable housing.  

1.3 Oxford has a huge need for affordable housing, and the worst affordability ratios in the Country.  CIL and the 

policies within the Local Plan must be effectively used to address these pressures and ensure that there can 

be ‘planning for the right homes in the right places’.  The Council is also aware that CIL rates need to be at 

an appropriate level to support the identified infrastructure needs without unduly impacting on emerging 

policy or harming site delivery. 

1.4 The study provides robust and measured evidence to support the analysis of the policies, including the 

affordable housing policies, and CIL charging rates as part of the Local Plan development.  The Local Plan 

will set the development strategy for Oxford until 2036, providing clear and justified policies on how the 

needs of the city can be met whilst supporting economic growth and creating sustainable communities. 

1.5 This study is underpinned by a bespoke financial model which compares 16 sites across Oxford’s wards to 

determine the deliverability of the Oxford Local Plan and the potential for revising the CIL charges. 

1.6 The results from the viability testing and analysis demonstrate that in the majority of the scenarios tested for 

the 16 sites the viability remains deliverable even with an increase in CIL rates.  This is predominantly due to 

both the current and projected strength of value growth across both the residential and commercial sectors 

in Oxford.  The report concludes with the recommendation of implementing an affordable housing policy 

similar to the adopted policy set out in the Local Plan.  This would allow for an increase in CIL rates to be 

achieved whilst still encouraging growth and development within Oxford. 
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2. Introduction 

2.1 Oxford is in a fortunate and positive position with a broad, diverse and active economy. The city has one of 

the highest concentrations of knowledge intensive businesses in the UK. Oxford’s high streets are thriving and 

active, with the attractiveness of the city centre as a retail destination further strengthened by the 

completion of the Westgate shopping centre.  The market is confident for the future with significant 

investment planned and being delivered.  Oxford offers a high quality of life for its residents with a wide 

range of cultural opportunities, heritage assets and green spaces.   

2.2 However, Oxford’s success has resulted in challenges that the Local Plan must continue to address. The city 

has experienced rapid population growth, Housing demand in Oxford far exceeds supply, resulting in Oxford 

suffering the greatest affordability issues of any city in the UK and high levels of homelessness.  

2.3 Average house prices in Oxford are more than 171 times the average wage and many local employers 

report that this is harming their ability to attract and retain staff. The ability to deliver new homes in Oxford is 

limited by the city’s tight administrative boundary and the fact that much undeveloped land is either on the 

flood plain and/or of national or international biodiversity importance.  There are differences in income and 

opportunities across different parts of Oxford together with a need to deliver affordable homes.  Addressing 

housing issues, particularly affordable housing, is a key priority of Oxford City Council (the Council). 

2.4 GVA has been instructed by the Council to provide an economic viability assessment to inform the Oxford 

Local Plan 2036 together with a review of the Community Infrastructure Levy (CIL) Charging Schedule.  The 

key considerations informing the study relate to: 

• the current and future markets within Oxford, both residential and non-residential; 

• the use and application of CIL and the current rates; and 

• the use of mechanisms to support Plan objectives and delivery whilst maximising affordable housing 

delivery. 

2.5 As part of the assessment to inform the Oxford Local Plan 2036 GVA has been instructed by the Council to 

undertake an affordable housing viability study. This study focuses on how affordable housing requirements 

impact on the viability of development in Oxford.  The key considerations informing the study relate to: 

• the percentage of affordable housing that is viable on market-led, mixed tenure sites; 

• from a viability perspective, the size of site which triggers the requirement to provide affordable housing; 

and 

• the level of CIL that can be supported within Oxford. 

2.6 This study considers financial contributions in lieu of on-site affordable housing provision. This issue is 

particularly relevant to the smaller sites whereby the practicalities of delivering on-site provision are more 

challenging.  The Council is also aware that CIL rates need to be at an appropriate level to support 

identified infrastructure needs, without unduly impacting on emerging policy or harming site delivery.  

                                                      
1 Centre for Cities 2018 
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2.7  These issues form the main focus of the study, the aim of which is to provide robust evidence to support the 

policies as part of the Oxford Local Plan 2036 and a revised CIL Charging Schedule.   

2.8 The study is underpinned by a bespoke financial model that has been designed to assess the financial 

viability of bringing residential and commercial development forward in Oxford.   

2.9 GVA has undertaken an assessment of residential values in the different wards across Oxford, in addition to 

considering affordability of housing based on household incomes and average entry level house prices. The 

model is based on a range of other robust assumptions relating to the practicalities of delivering housing in 

the City. 

2.10 The study builds on the work previously undertaken in 2011 to 2013 by King Sturge and JLL in respect of 

informing affordable housing policies in the adopted Oxford Sites and Housing Plan (2013) and the adopted 

Oxford CIL Charging Schedule (2013). These policies have now been in place for more than five years, 

during which period development in Oxford, for both residential and commercial property, has remained 

strong with residential values rising by more than 46%2 during that period and commercial rents now at the 

highest levels experienced in the City.   

2.11 Planning permission was granted for four developments of 10 or more C3 residential dwellings in 2016/17 

where the on-site provision of 50% affordable housing was required.  Three of these developments met the 

full 50% requirement.  One development (Jericho Canalside) had a slightly reduced level of on-site provision 

(40% affordable housing) due to economic viability issues resulting from the provision of a new boatyard and 

bridge, works to the canal and contamination remediation. It was considered that the reduced on-site 

provision of affordable housing was acceptable in this case given the public benefits of providing a new 

bridge, boatyard, public open space and community centre. 

 

  

                                                      
2 Land Registry 
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3. Viability Overview 

3.1 Viability assessment is a process of assessing whether a site is financially viable, by looking at whether the 

value generated by a development is more than the cost of developing it. 

3.2 The National Planning Policy Guidance sets out the Government’s recommended approach to viability 

assessment for planning.  The approach supports transparency in the viability assessment process so that it is 

clear what policy requirements will inform planning decisions including the contributions that will be 

expected from developers.  It will also support accountability for communities by enabling them to 

understand the outcomes of viability assessment and see what infrastructure and affordable housing has 

been delivered through developer contributions. 

3.3 Local Plans should set out policy requirements for the contributions expected from different types of 

development and, where necessary, from different sites.  In particular this should set out policy requirements 

for the level and types of affordable housing, and for supporting infrastructure including (but not limited to) 

education, transport, health, green infrastructure and digital infrastructure. 

3.4 The National Planning Policy Framework specifies that plans should be prepared positively in a way that is 

aspirational but also deliverable.  This means that policies should be realistic and the total cumulative cost of 

all relevant policies should not be of a scale that would make development unviable. 

3.5 Policy requirements, particularly for affordable housing, should be set at a level that allows for sites allocated 

in the plan to be delivered without the use of further viability assessment at the decision making stage.  The 

use of viability assessment at the decision making stage should not be necessary. Where proposals for 

development accord with all the relevant policies in an up-to-date development plan no viability 

assessment should be required to accompany the application.  Plans should, however, set out 

circumstances in which viability assessment at the decision making stage may be required. 

3.6 A range of other sector led guidance on viability is widely available which practitioners may wish to refer to.  

The National Planning Policy Framework, supported by the National Planning Guidance, sets out the 

Government’s recommended approach to viability assessment for planning. 

3.7 The principles for assessing viability apply to both Community Infrastructure Levy and section 106 planning 

obligations. The Community Infrastructure Levy has separate guidance on viability and charge setting.  

Above all, consistency between the approach to viability assessment for plan making, decision making, 

section 106 planning obligations and CIL is required. 

3.8 The updated NPPF July 2018 states that the role for viability assessment in planning is now primarily at the 

plan making stage.  Plans should be informed by evidence of infrastructure and affordable housing need 

and an assessment of viability that takes into account all relevant policies, local and national standards, 

including for developer contributions.  Viability assessment should not compromise the quality of 

development but should ensure that policies are realistic and the total cumulative cost of all relevant 

policies is not of a scale that will make development unviable. 
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3.9 The inputs and findings of any viability assessment should be set out in a way that aids clear interpretation 

and interrogation by decision makers.  Reports and findings should clearly state what assumptions have 

been made about costs and values (including gross development value, benchmark land value, 

developer’s return and costs).  At the decision making stage, any deviation from the figures used in this 

viability assessment of the Oxford Local Plan 2036 would need to be explained and supported by evidence. 

Approach to Testing Viability 

3.10 This section provides a description of the methodology and assumptions used to inform the development 

appraisals and financial modelling within this report.  In each instance robust and realistic assumptions have 

been used that accurately reflect the realities of delivering residential development in Oxford.  This 

approach ensures the financial analysis and resulting policy options are consistent with the market conditions 

in Oxford.  The approach adopted within this study builds on the very comprehensive advice and 

methodology provided by the Council at Appendix 3 of the Affordable Housing and Planning Obligations 

Supplementary Planning Document, which is freely available to all developers. 

Viability Testing 

3.11 The commercial approach to assessing the financial viability of residential development is to undertake a 

residual appraisal to arrive at a land value.  Where the residual land value (RLV) is sufficiently greater than 

the existing use value (EUV), it is assumed that residential development is financially viable.  The financial 

model reflects an industry standard approach to appraising residential development schemes, in line with 

recommendations made by the RICS Financial Viability in Planning Guidance and in accordance with 

national guidance contained in the National Planning Policy Framework 2018 and the Viability Planning 

Practice Guidance 2018.  This is the same approach and methodology as used in the work carried out by 

King Sturge and JLL to support the Affordable Housing and CIL viability testing that was robustly tested at the 

Sites and Housing Plan examination in 2013.  The methodology for this particular report has involved 

constructing one model for financially appraising each of the sample residential development sites and one 

model for appraising each of the sample commercial development sites.  The models are sufficiently flexible 

to enable the appraisal assumptions to be varied for different site circumstances.  

3.12 The appraisal calculates the residual land value (RLV) after all development costs have been deducted 

from the gross development value (GDV) generated by the hypothetical development of the site in 

question.  As such, the residual land value produced is a direct function of the appraisal inputs regarding 

development costs and revenue/income.  A level of developer’s profit, appropriate for each type of 

development tested and reflecting the risk associated with the nature of that development, is incorporated 

within the financial modelling.   

3.13 It should be noted that the inputs into the appraisals will be specific to each site.  Private market values are 

an example of assumptions which can vary between sites and in different locations.  Details of the 

assumptions which have been assumed for all sites with regard to the development appraisals are set out in 

full in Sections 6 and 7. 
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3.14 The financial appraisals are based on the residual valuation method which is recognised as being sensitive to 

variations in input and cost assumptions.  As such, when considering appraisals, small changes to the inputs 

can result in a significant effect on the land value.  The methodology followed in undertaking the viability 

assessment analysis as part of this study is entirely consistent with the approach and methodology followed in 

undertaking the work that supported the justification of the viability of the Council’s policies approved and 

confirmed in the Sites and Housing Plan. 

3.15 A diagrammatic illustration of the residual approach is presented below.  This diagram illustrates that land 

value is established by deducting the total construction costs, CIL contributions, finance charges and 

developer profit margin from the total development value (referred to as the Gross Development Value).  

This approach assumes that the amount left over would be the figure that a developer would pay for the site 

in question. 

Gross Development Value 

Less 

Total Construction Costs 

Less 

Planning Obligations & Community Infrastructure Levy 

Less 

Finance 

Less 

Developer’s Profit 

Equals 

Residual Land Value 
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4. Market Analysis 

4.1 This section provides an overview of the economic and market context, both at a national and local level, 

against which any development within Oxford will be undertaken.  This informs the current and projected 

value assumptions and contributes to the evidence base used for the viability assessment within this report.   

4.2 Oxford has continued to see unprecedented growth in residential property prices, exceeding all other towns 

and cities in terms of value growth.  This has led to the redevelopment of a number of office and industrial 

sites predominantly for residential use under the permitted development changes introduced nationally 

through the Town and Country Planning (General Permitted Development) (England) (Amendment) Order 

2016.  Commercial rents have also improved in recent years.  The lack of accommodation (due to 

conversion of secondary space to residential uses), together with a programme of planned wider 

infrastructure improvements, has led to greater demand from local and national businesses looking for 

appropriate modern office accommodation.   

UK Economic Overview 

4.3 Since the EU referendum economic growth in the UK has been below trend.  GDP growth was 0.2% in Q1 

2018  This slowdown in activity in mainly due to the construction sector whilst the service sector remained the 

largest contributor to growth. Adverse weather conditions were partly to blame and growth has since picked 

up somewhat due to the better weather which followed; growth was 0.4% in Q2.  

4.4 The impact of the depreciation of the Sterling on prices has diminished and the Consumer Price Index rate of 

inflation had been falling steadily since November 2017, until July this year when the rate of 2.5% represented 

a rise.  In August, this increased further to 2.7%, which is the highest level in the last six months.   

4.5 The Bank of England increased the base rate from 0.5% to 0.75% in August, which was only the second rise in 

a decade.  Rates remain historically extremely low and further increases are not ruled out, though further 

disappointing data could delay this.   

Forecast   

4.6 Within a year, the UK will have officially left the EU and the 21-month transition period means that the UK is 

not likely to experience the ‘cliff-edge’ scenario next year, though the terms of the withdrawal remain 

uncertain.  As the UK government is yet to agree on a model which can replace the customs union any 

future arrangements will require time and perhaps new technology to implement.  Two years after the 

referendum there is still little clarity over what the Brexit deal will look like, and business activity and 

investment is expected to remain subdued until there is more certainty.   The Treasury consensus forecasts 

have downgraded economic growth from 1.7% in 2017 to 1.4% in 2018.   Assuming the economy remains 

resilient it is expected that the property market will track annual growth closely at 1.5% per annum over the 

next two years. 
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UK Residential Market Overview 

4.7 Housing market activity has been growing modestly since the start of 2017. Overall activity resembles that 

which was seen just over two years ago, in 2015. 

4.8 The mix of activity under the aggregate figures has shifted though, so while property transactions have 

averaged just over 100,000 a month, much of this is driven by first-time buyers, rather than by cash and buy-

to-let buyers. This level of activity is not expected to change much in the short-term, as the leading indicator 

of activity – house purchase approvals – has now returned to where it was at the beginning of 2017. 

4.9 The Bank of England’s Agents’ survey suggests part of the strength in first-time buyer activity is down to 

demand for new-build properties using the Help to Buy equity loan scheme. There are also several other 

government schemes aimed predominantly at first-time buyers, such as the Help to Buy ISA, that are no 

doubt helping boost their numbers. 

4.10 Benefitting much less from government schemes, home movers have largely been treading water over the 

last few years. The shortage of homes on the market for sale has also meant that some would-be movers are 

struggling to find suitable homes, and so do not put their own homes up for sale. 

4.11 In the buy-to-let space, government interventions coupled with regulation has led to a flat market through 

the second half of 2017 and 2018 so far.  In March, c 5,500 new buy-to-let mortgages completed, which was 

19% lower than the same month in the previous year.  This figure has hovered around 5,500 – 7,000 since April 

2016, when the stamp duty change on second properties came into effect. 

4.12 As well as a change in the type of activity, there is some evidence to show the regional mix has shifted, 

away from London, the South East and East Anglia, towards the north of England, Wales, and Scotland. 

4.13 The common characteristic in this divergence is that regions which have typically been less affordable have 

shown signs of weaker activity, while regions which are relatively more affordable have been more buoyant. 

Respondents to the Royal Institution of Chartered Surveyors survey and the Bank’s survey reflected this shift in 

activity. 

Oxford Residential Market 

4.14 Data for the Oxford housing market (provided by Hometrack) is based on Land Registry sold prices.  Data for 

Oxfordshire, the South East and the UK is based on the Office for National Statistics.   

4.15 The average house price in Oxford, at £438,215 (September 2017), remains nearly double the UK average.  

Average house prices in Oxford are 21% higher than in wider Oxfordshire and 35% higher than the South East 

average.   

 

 
 

UK South East Oxfordshire Oxford 

2017 Sep £226,367 £324,000 £361,569 £438,215 
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4.16 The housing market in Oxford continues to perform extremely strongly when compared to almost any other 

regional and national comparator.   

4.17 In the past year sold property prices in Oxford were 5% higher when compared to the year before and 46% 

higher when compared to 2013, when average prices were £300,292.     

Chart illustrating average house prices in Oxford, Oxfordshire and the South East compared to the UK average 

4.18 The majority of properties sold in Oxford over from June 2017 to June 2018 were terraced properties, with an 

average selling price of £491,546. Semi-detached properties had an average sold price of £562,481 and flats 

achieved an average sold price of £386,564. 

4.19 The sales periods for properties are also relatively short, as illustrated in the table below. 
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 Total Properties Mean Selling Time Median Selling Time 

Oxford (Oct to Dec 2017) 441 111 days 76 days 

 

Oxford Wards 

4.20 Oxford has 24 wards with a relatively wide range of average house prices.  Summerton (£792,500) and the 

North (£917,500) are at the peak, whilst Northfield Brook (£275,000) and Blackbird Leys (£274,500) are the 

lowest.  However, even these lower value wards remain £50,000 higher than the UK national average, as 

illustrated in the chart below.  

 

 

Residential Development in Oxford 

4.21 Phase 1 of the Barton Park development (237 dwellings) commenced on site in January 2017 and the first 

dwellings were occupied towards the end of 2017. Phase 1 includes 40% affordable housing (95 units), all of 

which will be provided as social rent. Work is on-going to bring forward the subsequent phases of 

development. Values vary across the scheme, but apartments are achieving up to £5,275 per m2 (£490 per 

sq ft).   

4.22 The Mill Stream development, part of the Westgate scheme in the centre of Oxford, has seen very strong 

sales achieved, where values up to £8,461 per m2 (£786 per sq ft) have been achieved on the apartments.  
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4.23 12 houses have also recently been developed on a former Avis car hire site, known as Beaumont Gate.  

Located near the city centre, these have now all sold out and have achieved prices sales at the asking 

price of £1.3m for a 4 bedroom townhouse. 

Housing Affordability in Oxford 

4.24 The average house price in Oxford remains one of the highest in England at 17 times the average wage, 

compared with the national average of 7.6 and the South East average of 9.8, based on data available 

from the Office of National Statistics.  House prices in Oxford have continued to rise more rapidly than the 

rest of the county, whilst wages have not.  

4.25 Average residential values in Oxford have grown 46% in the past  five years, compared with 35% in the rest of 

Oxfordshire. 

Chart illustrating average house prices in Oxford compared to earnings 

4.26 Following the national trend, however, growth has been stagnant over the last year, though has returned to 

positive territory in recent months. Current economic and political uncertainty are most likely responsible for 

the dampened performance, and affordability issues remain acute.  The fundamentals of Oxford remain 

strong, however, with high demand, wealthy demographics and a shortage of site all likely to continue to 

support prices. 
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UK Commercial Market Overview 

4.27 A total of £27 billion was invested in the UK’s commercial property market during the first half of 2017, 

marginally up on the same period in 2016.  This was dominated by investment into the office sector, totalling 

£10.5 billion during the period3. 

4.28 In terms of growth sectors, the allocation of alternative assets continues to strengthen in the UK’s investment 

market.  During the first half of 2017, a total of £5.3 billion was invested into alternative property, more than 

double the level reached in the same period of 2016.  Student property remains the largest driver, with 

investment totalling just below £2.1 billion. 

4.29 The UK retail sector continued to show signs of struggle, as it has done for the last 12 – 18 months, with the 

exception of Central London and regional shopping centres.  Investment totalled £3.6 billion in the first half of 

2017, down by 29% on the same period of 2016. 

 

4.30 In the midst of such uncertainty, the industrial sector has shown great resilience.  As at June 2017, the sector 

was generating a 12.4% total return on a 12 month annualised basis, ahead of the 2.2% and 3.0% total return 

for the office and retail sectors respectively. 

South East / Regional Commercial Overview 

4.31 Oxford and South Oxfordshire was the only Thames Valley market to perform above the long-term average 

for take-up in 2016 and Q1 2017.  This was driven by out-of-town transactions and the expanding science 

and technology sector. 

4.32 At 7%, Oxford and South Oxfordshire has the second lowest availability rate of vacant accommodation in 

the Thames Valley.  There is a particular shortage of town centre space, with no significant new supply 

expected.  It is estimated that 195,000 sq ft (18,116 m2) of construction is taking place out-of-town, almost 

exclusively on dedicated science and technology parks. 

                                                      
3 CoStar : UK Commercial Property Investment Review 2017 
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Oxford Commercial Analysis  

Overview 

4.33 The economic strength of Oxford and the impact on the commercial property markets is improving strongly.   

4.34 In March 2017, Savills reported that Oxford’s office leasing take-up reached 208,000 sq ft (19,323 m2) during 

2016.  The key deal during 2016 was AC Nielson's 45,000 sq ft lease at Oxford Business Park.  

4.35 The Oxford office market was forecast to see take-up reach a record 500,000 sq ft during 2017, driven by 

large out of town requirements, up 150% on the historic average. With three large requirements totalling 

400,000 sq ft currently in the market, and a further 200,000 sq ft of underlying demand expected, the wider 

Oxford market is forecast to perform well.  

4.36 Oxford Parkway station, along with £110 million of funding for the east-west rail link between Oxford and 

Cambridge, has improved accessibility to the city centre.  

4.37 The opening of the Westgate shopping centre in October 2017 is further testament to the economic strength 

of the city centre.  However, the Westgate has had an impact upon the retail function of other city centre 

streets; this in turn offers these streets the opportunity to refocus, providing for smaller chains and 

independent retailers. 

4.38 There remains a shortage of the best quality commercial space in the city centre, with only 5,000 sq ft of 

Grade A space remaining.  A significant amount of secondary office space has been converted to student 

and/or residential uses, further reducing the amount of available office accommodation and increasing 

pressure on rents of remaining buildings. 

4.39 55,000 sq ft of space at the Danby Building, Oxford Science Park is the only large floorplate stock remaining, 

after Becton Dickinson relocated to Reading.  

4.40 Over the last two years, a large volume of secondary office space has been converted to student and 

residential, rather than kept for refurbishment.  In 2016/17 it was reported that 29 dwellings secured change 

of use from B1a office to C3 residential under permitted development rights4.  A further 6 dwellings also 

secured change of use from other non-residential uses to C3 residential.   This has applied further pressure to 

rents. Grade A space is currently quoting in excess of £30 per sq ft.  With a shortage of Grade A space, it is 

expected that headline rents will rise to between £32 and £35 per sq ft.   

4.41 However, Oxford does still remain attractively priced compared to other regional cities. For example, 

headline rents in Cambridge are currently quoting £36 per sq ft.  

Demand 

4.42 Oxford city centre office supply is restricted due to a shortage of available stock – consequently, the out-of-

town market is driving demand, with an increasing number of local occupiers in the science and professional 

services sectors expanding within the region.  Until recently, the majority of transactions have been 

                                                      
4 OCC Annual Monitoring Report 2016/17 
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homegrown occupiers from within the region, with very little relocation from outside of Oxfordshire.  

However, those knowledge intensive sectors still need and want to be located in Oxford, close to the 

universities and hospitals.  This, alongside the ever expanding science and research and development sector 

has, to an extent, insulated the Oxford market from the Brexit uncertainty that has affected demand in many 

of the other Thames Valley markets. 

Supply 

4.43 Oxford and South Oxfordshire has the second lowest availability rate across the Thames Valley, falling slightly 

from 8% in 2016 and sitting well below the 11% – 14% consistently seen between 2005 and 2011. 

Offices 

4.44 2017 has seen rents of up to £30 per sq ft achieved in the city centre.  For context, space currently under 

construction at Harwell and Milton Parks (it is noted that these sites are not within the Oxford administrative 

boundary) are quoting rents of £32 per sq ft and space at Harwell is partly under offer at this level. 

4.45 Contrary to other local markets, incentives are hardening and there has been no increase in flexibility or 

reduction in length of lease terms, driven in the main by the lack of supply.  Investment volumes over the last 

12 months in Oxford and South Oxfordshire totalled £65.25 million across six transactions.  The stand out deal 

was Sutton Borough Council’s £29.9 million purchase of Oxfam House on Oxford Business Park, reflecting a 

net initial yield of 5.28%, which is a market leading price for 8.5 years income in an out of town location.  

Prime yields can therefore be considered to have shifted inwards by 25 basis points to at least 5%. 

Industrial 

4.46 Leasehold transactions for Oxfordshire’s industrial sector have remained strong in 2017. Take-up reflected the 

2016 figures for the first two quarters totalling 741,757 sq ft.  Industrial rents continue to be driven by the lack 

of supply, which has led to improved lease terms across the sector.  For units below 10,000 sq ft around 

Oxford, rentals are typically achieving £10 / £12 per sq ft. 

Retail 

4.47 Market sentiment remained stable in the Oxford retail sector during the first two quarters of 2017.  Supply has 

marginally increased within the city centre, following the opening of Westgate, but rents remain generally 

unchanged at Cornmarket at £300 per sq ft and the High street at £150 - £200 per sq ft.  

Investment 

4.48 Investment activity in Oxford slumped during the first half of 2017, with only one asset trading, compared with 

five during the same period of 2016.   

4.49 Further afield, the acquisition of the 4.86 hectares Yarnton Nurseries, for £10.3 million by investment manager 

Newcore Capital, comprised a garden centre, restaurant and various other retail outlets.  At full occupation, 

the site generates a turnover of approximately £15 million.  Despite the lack of deals, July saw the 

completion of the sale of a 50% stake of the Milton Park campus for £200 million.  The acquisition is Canada 
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Pension Plan’s first in Oxford, and may pave the way for more international firms to invest in Oxford’s 

commercial property market.   

Forecast 

4.50 Attracting major new tenants remains the focus in order to ensure the future growth of the Oxford market.  

The science and innovation sector is leading the way, with the science parks generating high levels of 

interest in new and pre-let accommodation.  Availability is unlikely to increase significantly, given the latent 

demand that exists.  75% of the space currently under construction will be let by the time it is complete.  
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5. Development Policy Context 

National Planning Policy Framework 

5.1 The Planning Practice guidance for viability was updated in July 2018 alongside the publication of the new 

NPPF.  This guidance states that in order to be considered viable, development should generate values in 

excess of the existing use value (‘EUV’) of the land, plus a premium for the landowner.  The premium for the 

landowner should reflect the minimum return at which it is considered a reasonable landowner would be 

willing to sell their land. The premium should provide a reasonable incentive, in comparison with other 

options available, for the landowner to sell land for development whilst allowing a sufficient contribution to 

comply with policy requirements. This approach is often called ‘existing use value plus’ (EUV+). 

5.2 Assessments should include an allowance for return to the developer, and the guidance states that “for the 

purpose of plan making an assumption of 15-20% of gross development value (GDV) may be considered a 

suitable return to developers in order to establish the viability of plan policies”. 

5.3 Assessments should also reflect the cost of all emerging planning policies at the plan making stage. 

Local Plan Policy Context 

5.4 At the time of preparing this Viability Assessment, the Local Plan for Oxford consists of: 

• the saved policies of the Oxford Local Plan 2001-16 (adopted November 2006) 

• Oxford Core Strategy 2026 (adopted March 2011) 

• Oxford Sites and Housing Plan (adopted February 2013) 

• West End Area Action Plan (adopted June 2008) 

• Barton Area Action Plan (adopted December 2012) 

• Northern Gateway Area Action Plan (adopted July 2015) 

• Headington Neighbourhood Plan (made June 2017) 

5.5 The Council approved Oxford's CIL Charging Schedule in September 2013.  The levy came into effect in 

Oxford on 21 October 2013 and applies to planning permissions issued from that date onwards. 

5.6 The Council is preparing a new Local Plan that will set the development strategy for Oxford until 2036. The 

Council consulted on the Oxford Local Plan 2036 Preferred Options document in Summer 2017. Alongside 

the production of the Oxford Local Plan 2036, the Council is also reviewing its CIL Charging Schedule. 
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Affordable Housing Policies 

5.7 Oxford has had a Local Plan policy requiring 50% affordable housing on sites of 10 or more homes (or sites 

over 0.25 ha) since the Oxford Local Plan 2001-16 (adopted 2005).  Oxford’s Development Plan documents 

(including the adopted Oxford Local Plan 2001-16, the Oxford Core Strategy 2026 and the Sites and Housing 

Plan) already seek to ensure delivery of affordable housing provision, by requiring 50% affordable housing on 

sites of 10 or more homes (or sites of 0.25 ha) and through financial contributions (equivalent to 15% of the 

Gross Development Value of the site) from smaller residential developments of 4 to 9 homes.  The 

Development Plan also requires financial contributions towards affordable housing from student 

developments, and financial contributions towards affordable housing provision from commercial 

developments. 

5.8 The Council has continued to apply the adopted affordable housing policies relating to small sites in the 

context of policy changes and the Written Ministerial Statement at the national level due to Oxford’s 

exceptional affordable housing need, and it is noted that the Council has also successfully defended this 

position at two planning appeals in 2017.  The Council proposes to continue seeking financial contributions 

from smaller residential developments as set out in the Oxford Local Plan 2036 (Regulation 19 Draft).  The 

policy requirement for an affordable housing financial contribution was introduced in the Sites & Housing 

Plan when adopted in 2013.  This is charged at a rate per m2.  This rate increased each year in line with 

inflation.  In 2018 the rate per m2 is £175.79. 

5.9 The Oxford Local Plan 2036 will also identify, allocate or protect a number of sites for development, primarily 

to meet housing needs but also to support the city’s economic growth and other requirements. There are 

few large sites available for development within the city boundary. There are large strategic sites at Barton 

and the Northern Gateway which were allocated in the Core Strategy 2026.  Both sites have specific policy 

frameworks set out in adopted Area Action Plans (AAPs) and it is proposed that these AAPs would continue 

to form the basis of decisions on appropriate uses in these areas alongside the Oxford Local Plan 2036. No 

other further strategic sites at this scale are proposed in the emerging Local Plan. However, 126 smaller sites 

with development potential were identified at the preferred options stage. This includes a range of site types 

and sizes.  Of these sites 70 have been carried forward into the emerging Local Plan. 

5.10 The Council’s policy requirements for affordable housing provision have now been embedded for a 

significant period in cost assumptions for development activity in Oxford.  Development activity has 

continued in Oxford largely unhindered since the introduction of these policies.  It is therefore considered 

prudent that development activity in Oxford has been able to absorb the planning gain requirements clearly 

set out in the adopted policies.  It is noted that the policy does include flexibility to respond to genuine 

viability concerns, consistent with national policy, so that development is not hindered.  In practice, the 

policy has withstood scrutiny from a number of challenges and appeals.   

Policies on Sustainability 

5.11 The Oxford Local Plan 2001-16 first introduced the policy on a Natural Resource Impact Analysis (NRIA).  This 

policy as supported by the Natural Resource Impact Analysis SPD (November 2006) placed a requirement on 

developments of 10 or more homes or non-residential developments of 2,000 m2.  This policy approach was 

supported by more detailed policies on energy efficiency, renewable energy, and recycled materials. 
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5.12 These policy approaches have been carried forward in the Core Strategy and the Sites and Housing Plan. 

5.13 It can be seen that the Council’s approach and requirement for energy efficiency and renewable energy 

has been a long standing policy.  The impact of these policies has been factored into land deals since 2006. 

5.14 The Oxford Local Plan 2036   includes specific policies in relation to the following: 

• sustainable design and construction (including carbon reduction); 

• water efficiency; 

• air quality; 

• green infrastructure; and 

• electric car charging stations. 

5.15 These policies have been factored into the viability testing as described below. 

CIL Charging Schedule 

5.16 CIL is currently charged at differential rates according to the type of development, as set out in the 

schedule below.  The rates are increased in line with inflation each year:  

Development type CIL Rate/m2 

(2013) 

CIL Rate/m2 

(2018) 

A1 Shops  £100 £125.93 

A2 Financial and professional services £100 £125.93 

A3 Restaurants and cafés £100 £125.93 

A4 Drinking establishments £100 £125.93 

A5 Hot food takeaways £100 £125.93 

B1 Business £20 £25.18 

B2 General industrial £20 £25.18 

B8 Storage or distribution  £20 £25.18 

C1 Hotels  £20 £25.18 

C2 and C2A Residential institutions and Secure 
Residential Institution 

£20 £25.18 

C3 Dwelling houses* £100 £125.93 

C4 Houses in multiple occupation £100 £125.93 

Student accommodation £100 £125.93 
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Development type CIL Rate/m2 

(2013) 

CIL Rate/m2 

(2018) 

D1 Non‐residential institutions £20 £25.18 

D2 Assembly and leisure £20 £25.18 

All development types unless stated 
otherwise in this table 

£20 £25.18 

 

*C3 includes self-contained sheltered accommodation and self‐contained student accommodation (see Glossary of the 
Sites & Housing Plan 2013) 
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6. Viability Testing 

Introduction 

6.1 This section sets out the methodology for testing the economic viability of the Oxford Local Plan 2036 and 

the review of the CIL Charging Schedule.  This section also outlines the general trends associated with market 

values.  The methodology follows standard development appraisal assumptions, tested against local sites 

reflecting current market conditions and planning policy.  It is specific to Oxford’s existing and emerging 

Market Assessment. 

6.2 In order to ensure robust inputs into the financial viability model, a more detailed profile of private residential 

values in Oxford has been built up.  As with any city, the values in Oxford vary significantly depending upon 

the specific locality and ward. Within the assessment, evidence has been scrutinised at micro rather than 

macro levels, in order to provide the most accurate depiction of both the city’s private and affordable 

residential unit values. This builds on the approach undertaken for the previous viability assessment work (by 

King Sturge and JLL) for the Sites and Housing Plan, and is explained in more detail below.  As reported 

earlier, both residential and commercial property values have continued to improve in Oxford.  Residential 

values, in particular, remain extremely high compared to other parts of the county (and in general in relation 

to the South East), having seen 46% growth on average over the last five years.   

6.3 Oxford comprises the following 24 wards: 

Barton and Sandhills  

 

Littlemore 

Blackbird Leys  

 

Lye Valley 

Carfax Marston 

Churchill North 

 Cowley Northfield Brook 

 
Cowley Marsh Quarry and Risinghurst 

 Headington Rose Hill and Iffley 

 
Headington Hill and Northway St Clement’s 

 Hinksey Park St Margaret’s 

 Holywell St Mary’s 

 Iffley Fields Summertown 

 
Jericho and Osney Wolvercote 

  

6.4 The location of these wards is set out below. 
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Sample Sites 

6.5 To assess the viability of the proposed site allocations, site typologies may be used to assess viability in plan 

making.  A typology approach is where sites are grouped by shared characteristics such as the location, 

current and proposed use (including whether brownfield or greenfield), or size of site.  The characteristics 

used to group sites should reflect the nature of the sites proposed for allocation in the Local Plan. 

6.6 A range of 29 sample sites has been agreed with the Council upon which the financial modelling exercise 

has been based.  Details of each site are set out in Appendix 3. The sample was selected in order to provide 

a cross section of real sites that have come forward for development in the city.  The range allows for the 

testing of a variety of typologies, uses and quanta that are typical of development actually taking place in 

the city.   

In order to provide a balanced selection of potential development opportunities across Oxford, the 

following scenarios were tested: 
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Site reference Typology Total Number of units 

1 Residential 1 

2 Residential 6 

3 Residential 6 

4 Residential 16 

5 Residential 7 

6 Residential 48 

7 Residential 270 

8 Residential 55 

9 Residential 6 

10 Residential 2 

11 Residential 30 

12 Residential 20 

13 Residential 9 

14 Residential 4 

15 Residential 9 

16 Residential 9 

17 Residential 28 

18 Residential 7 

19 Residential 7 

20 
Residential 
(Greenfield) 16 

21 
Residential 
(Greenfield) 178 

    Gross size (sq m) 

22 Retail Park 168 

23 Industrial 3,500 

    Number of beds 

24 Student Housing 39 

25 Student Housing 140 

26 Student Housing 286 

27 Standard Care Home 64 

28 Extra Care Home 55 

29 Hotel 83 

 

6.7 The following table sets out the detail for each of the residential typologies that have been tested: 

Site  Ref Property 
Name / 
Number 

Road/Street Locality Ward Zone Gross Area 
(ha) 

Net Area 
(ha) 

Capacity 

1 59 Bailey Road Cowley Zone 1 0.03 0.03 1 
2 Ashlar House Adjacent to 2 

Glanville Rd 
Cowley 
Marsh 

Zone 1 0.10 0.1 6 
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Site  Ref Property 
Name / 
Number 

Road/Street Locality Ward Zone Gross Area 
(ha) 

Net Area 
(ha) 

Capacity 

3 4 Lime Walk Headington Zone 3 0.09 0.09 6 
4 21 Salford Rd (Jack 

Russell Pub) 
Marston Zone 3 0.08 0.08 16 

5 114 Cricket Road (former 
Shelly Arms Pub) 

Cowley 
Marsh 

Zone 1 0.14 0.14 7 

6 Temple 
Cowley Pool 

Temple Road Cowley 
Marsh 

Zone 1 0.57 0.57 48 

7 Littlemore 
Park 

Armstrong Rd St Mary's Zone 2 6.12 6.12 270 

8 Former 
Morells 

Estate Yard 

67-69 St Thomas St St Margaret's Zone 4 0.48 0.48 55 

9 44 St Thomas Street Carfax Zone 5 0.03 0.03 6 
10 22A Marsh Road Cowley 

Marsh 
Zone 2 0.05 0.05 2 

11 Cricket 
Ground 

Barton Road Barton and 
Sandhills 

Zone 1 1.02 1.02 30 

12 Marywood 
House 

Leiden Road Churchill Zone 2 0.03 0.03 20 

13 Jack 
Howarth 

House 

75 Hiltop Road Clement's Zone 2 0.07 0.07 9 

14 272 Woodstock Road Summertown Zone 4 0.05 0.05 4 
15 312 London Road Quarry & 

Risinghurst 
Zone 3 0.11 0.11 9 

16 Hernes 
House 

Hernes Crescent Summertown Zone 4 0.05 0.05 9 

17 3-9 Elsfield & 
Land Rear or 

478 & 480 
Banbury 

Elsfield Way & 
Banbury Road 

Summertown Zone 4 0.40 0.40 28 

18 Temple 
Court 

Business 
Centre 

107 Oxford Road Cowley 
Marsh 

Zone 2 0.09 0.09 6 

19 46 Hythe Bridge Street Jericho and 
Osney 

Zone 4 0.02 0.02 2 

20 Valentia 
Road 

Valentia Road Churchill Zone 2 0.76 0.43 16 

21 St Frideswide 
Farm 

Land east of Banbury 
Road 

Wolvercote Zone 4 3.95 3.95 178 

 

6.8 In addition, a number of commercial and student development scenarios have also been tested, as set out 

below. 

Site 
Ref. Sector Use 

class 
Type 

tested Planning ref Site name Size of 
scheme Ward Zone 

Site 
area 

(acres) 

Site 
area 
(ha) 

Floorspace 

22 Retail A1-A5 Retail 
Park 16/02586/FUL 

Land 
Adjacent To 
Homebase 
Horspath 
Driftway 

Single 
storey 

drive thru' 
coffee 
shop 

  0.27 0.11  

23 Industrial B2, B8 Industrial 14/02650/FUL 
Former DHL 
site, Sandy 
Lane West 

3,500 sqm 
B1-B8   2.11 0.85  

      Rooms      
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Site 
Ref. Sector Use 

class 
Type 

tested Planning ref Site name Size of 
scheme Ward Zone 

Site 
area 

(acres) 

Site 
area 
(ha) 

Floorspace 

24 Student 
Housing 

Sui 
Generis - 16/02997/OUT 

Land 
Adjacent to 2 
Rymers Lane 

39 Cowley 
Ward 1 0.20 0.08 Floorspace- 

1061m2 GIA 

25 Student 
Housing 

Sui 
Generis - 12/01369/FUL Alice House, St 

Clements 140 
St. 

Clement's 
Ward 

2 0.94 0.38 Floorspace- 
3995sqm GIA 

26 Student 
Housing 

Sui 
Generis - 15/01747/FUL Land South of 

Manor Place 286 Holywell 
Ward 5 2.37 0.96 Floorspace- 

9561sqm GIA 

27 
Standard 

Care 
Home 

C2 - 17/01463/FUL 474 Cowley 
Road 64 

Cowley 
Marsh 
Ward 

2 0.83 0.33 
Estimated 
floor area- 
2500 sqm 

28 
Extra 
Care 
Home 

D1 - 10/01897/FUL Shotover View, 
Craufurd Rd 55 

Lye 
Valley 
Ward 

1 1.50 0.61 Floorspace- 
2,010 sqm 

29 Hotel C1 - 12/03279/FUL 

Land at South 
side of 

Abingdon 
Road (Travel 

Lodge) 

83 
Hinksey 

Park 
Ward 

3 0.53 0.21 Floorspace- 
2476 sqm 

 

6.9 As stated above, the sample has been derived to include sites that are representative of development in 

the city.  The sample has been based on development activity most likely to come forward across the city.  

Real sites based on real planning applications, as opposed to hypothetical development scenarios, have 

been used in order to further to ensure the robustness and applicability of the viability analysis and financial 

modelling.   

6.10 Whilst the sample sites do not cover all 24 wards, given the well-known constraints associated with the limited 

land supply in Oxford, the Council considers this sample to be illustrative of the cross section of development 

sites and geographical areas which may potentially come forward in the future, and is therefore focused on 

where development is happening across the city and will most likely occur over the plan period.  The main 

varying factors between the sites are as follows: 

• location – including variations in proximity to the city centre, ring road, and key access routes  

• size of the site 

• proposed density of development 

• surrounding land uses 

• nature and characteristic of the surrounding and proposed residential accommodation, and 

• proximity to key employers, such as hospitals, universities, business parks, science parks and 

manufacturers. 

6.11 For the purpose of the model, the existing use value of recently developed sites is assumed as the value of 

the use prior to development.  All the assumptions relating to the financial model have been set out in 

Section 7.    
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7. Appraisal Assumptions 

7.1 As set out in the previous section, a number of development scenarios have been appraised (as agreed 

with the Council) as illustrative of the range of development types likely in Oxford.  Based on real examples, 

this provides a representative sample of the scenarios in which development activity has been undertaken 

across the city in recent years and which is anticipated may come forward during the plan period.  This 

section sets out the approach taken for these development scenarios and the inputs assumed within the 

appraisals.   

7.2 Average costs and values can be used to make assumptions about how the viability of each type of site 

would be affected by all relevant policies. Comparing data from comparable case study sites will help 

ensure that the assumptions of costs and values are realistic and broadly accurate.  In using comparable 

data having regard to outliers (very high or very low values that skew the average) is important to provide 

an accurate base from which to apply typologies. 

7.3 It is important to consider the specific circumstances of strategic sites.  Plan makers can undertake individual 

site specific viability assessments for sites that are critical to delivering the strategic priorities of the plan, 

which could include, for example, large sites, sites that provide a significant proportion of planned supply, 

sites that enable or unlock other development sites or sites within priority regeneration areas. 

Residential Sales Assumptions 

7.4 GVA has commissioned a comprehensive market report from the Hometrack service, which provided values 

for second-hand residential property provided at a ward level.  A 15% increase has been applied to these 

values in order to reflect the premium that new property typically attracts over second hand stock in the 

Oxford market.  The premium was estimated using national ONS data alongside direct evidence from the 

Oxford market, where premium values for new build property are proven to achieve up to 25% above the 

average sales values.  The table below demonstrates that the national average during 2017 for the premium 

achieved by new build development was 29.3%.  This has been further tested with direct evidence from 

recent new build transactions in Oxford, including at Barton Park. 
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7.5 Hometrack data was not available for certain typologies in certain locations due to the lack of transactions.  

The wards of Oxford have differing housing stock, for example the centre of Oxford does not have many four 

bedroom houses.  In these rare instances, an estimate has been used for the value for which a hypothetical 

dwelling in that location would transact, based on the data available. 

Zoning 

7.6 To reflect the different markets and price levels within Oxford, the wards were divided into five broad value 

zones, which enabled a greater accuracy of price data for the appraisals.  The zoning was based upon 

similar price characteristics and took into account the geographical location of the wards.  Whilst it is 

acknowledged that there is still variation within the zones, it enables a more refined approach to the 

modelling.  The zones are shown on the map below: 

 

Dwelling Assumptions 

Dwelling Size Mix 

7.7 The dwelling sizes used lie within the range provided by the National Space Standards 2015 and are in line 

with standard development assumptions.  The floor areas adopted are as follows: 
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  1 bed 

flat 

2 bed 

flat 

3 bed 

flat 

2 bed 

house 

3 bed 

house 

4 bed 

house 

Private (sqm) 50 70 86 79 99 121 

Affordable (sqm) 50 67 75 75 84 108 

 

7.8 Council policy guidance has been followed for the assumed mix of both Social Rent and Shared Ownership 

tenures.  This policy guidance provides different recommended dwelling mixes for inner and outer areas of 

Oxford.  For the purposes of the appraisals, Zones 2 and 5 were allocated as inner zones and Zones 1, 3 and 

4 were allocated as outer zones (please see reference to ‘Zoning’ above). 

7.9 For the private housing, comparable residential schemes were used together with GVA professional 

experience to estimate an appropriate mix of dwellings for inner and outer zones. 

Tenure Mix 

7.10 In line with Policy HP3 of the Sites and Housing Plan 2013, 50% affordable housing was adopted, of which 80% 

is Social Rent and 20% Intermediate homes, for qualifying sites with 10 or more units or sites of 0.25 ha or 

more.  For sites of 4-9 dwellings an affordable housing contribution of 15% of GDV (plus 5% admin fee) 

payable mid-way through the sales period was used in line with Policy HP4 of the Sites and Housing Plan 

2013. 

Value Assumptions 

7.11 Gross Development Value (GDV) is an assessment of the value of development.  For residential 

development, this may be total sales and/or capitalised net rental income from developments.  Grant and 

other external sources of funding should be considered.  For commercial development broad assessment of 

value in line with industry practice may be necessary. 

7.12 The PPG on Viability is clear that for broad area-wide or site typology assessment at the plan making stage, 

average figures can be used, with adjustment to take into account land use, form, scale, location, rents and 

yields, having regard to outliers in the data. 

7.13 Based on the evidence provided by Hometrack, together with market research, the following residential 

values have been adopted for the zones (figures stated at both £ per sq m and (£ per sq ft)).  These rates 

include the 15% premium for new build values referenced earlier and reflect rates being achieved at both 

the Barton Park and Mill Stream developments.   

Zone 1 bed flat 2 bed flat 3 bed flat 2 bed house 3 bed house 4 bed house 

1 
£5,177 

(£481) 

£4,672 

(£434) 

£4,306 

(£400) 

£4,725 

(£439) 

£4,327 

(£402) 

£5,382 

(£500) 
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Zone 1 bed flat 2 bed flat 3 bed flat 2 bed house 3 bed house 4 bed house 

2 
£6,189 

(£575) 

£5,640 

(£524) 

£5,382 

(£500) 

£6,835 

(£635) 

£6,405 

(£595) 

£6,308 

(£586) 

3 
£5,404 

(£502) 

£5,382 

(£500) 

£5,113 

(£475) 

£5,942 

(£552) 

£5,813 

(£540) 

£7,976 

(£741) 

4 
£9,214 

(£856) 

£7,384 

(£686) 

£6,674 

(£620) 

£7,233 

(£672) 

£10,118 

(£940) 

£10,947 

(£1,017) 

5 
£9,085 

(£844) 

£8,654 

(£804) 

£8,073 

(£750) 

£8,611 

(£800) 

£8,073 

(£750) 

£7,535 

(£700) 

Build to Rent Sector 

7.14 The economics of build to rent schemes differ from build for sale as they depend on a long term income 

stream. 

Social Rent Housing 

7.15 The following weekly rental values were provided by the Council for social rent accommodation (as at 

December 2017) 

Dwelling size Weekly Rent 

1 bed flat £99 

2 bed flat £113 

3 bed flat £117 

2 bed house £105 

3 bed house £117 

4 bed house £127 

 

7.16 Capital values for these units were then calculated from these rents using standard market assumptions of 

rental leakage and capitalisation yields as set out in further detail below. 

Shared Ownership Housing 

7.17 The capital value of the Shared Ownership dwellings has been calculated using the following assumptions: 
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Management Charge  5% 

Voids and Bad Debt  5% 

Repair (inc. sinking fund) 5% 

Capitalisation Yield 5.25% 

Equity Stake  25% 

Initial Rent 2.50% 

 

7.18 By adopting these rents and value assumptions, the capital values of the affordable housing within the 

financial analysis are shown in the table below: 

Dwelling size Social Rent 

Capital Value 

per Unit 

 

Shared Ownership 

Capital Value per 

Unit 

 

Social Rent  

Capital Value 

per m2 

(per sq ft) 

Shared Ownership 

Capital Value per m2 

(per sq ft) 

1 bed flat 

(50 sq m) £69,000  £185,000 £148,000 

£1,769.23 

(£164.37) £2,960.00£274.99 

2 bed flat 

(67 sq m) £78,000  £187,000 

£1,164.18 

(£108.15)  £2,791.04£259.30 

3 bed flat 

(75 sq m) £81,000  £211,000  

£1,080.00 

(£100.33)  £2,813.33£261.37 

2 bed house 

(75 sq m) £73,000  £213,000 

£973.33 

(£90.42)  £2,840.00£263.84 

3 bed house 

(84 sq m) £81,000  £245,000 

£987.80  

(£91.77) £2,916.67£270.97 

4 bed house 

(108 sq m) £88,000  £372,000 

£814.81 

(£75.70) £3,444.44£320.00 
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Commercial Values 

7.19 The commercial sites that formed part of the viability testing contained a variety of commercial typologies.  

The values (as at December 2017) used for the various uses analysed are set out in the table below.  The 

values are based on market evidence and have been tested with agents active in the Oxford market.   

Property type Valuation metric 

Retail park Rent: £30 sq ft, yield: 5% 

Industrial Rent: £12 sq ft, yield: 6% 

Student housing £140,000 per room 

Standard Care Home £140,000 per room 

Extra Care Home £500psf 

Hotel £120,000 per room 

 

Development Costs 

7.20 The PPG on Viability advises that assessment of costs should be based on evidence which is reflective of 

local market conditions.  As far as possible, costs should be identified at the Plan making stage.  Costs 

include: 

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

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

associated with brownfield, phased or complex sites. These costs should be taken into account when 

defining benchmark land value; 

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

infrastructure, connection to utilities and decentralised energy. These costs should be taken into account 

when defining benchmark land value; the total cost of all relevant policy requirements including 

contributions towards affordable housing and infrastructure, Community Infrastructure Levy charges, and 

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

benchmark land value; 

• general finance costs including those incurred through loans; 

• professional, project management, sales, marketing and legal costs incorporating organisational overheads. 

Any professional site fees should also be taken into account when defining benchmark land value; and 
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• explicit reference to project contingency costs should be included in circumstances where scheme specific 

assessment is deemed necessary, with a justification for contingency relative to project risk and developers 

return. 

7.21 The RICS Building Cost Information Service (‘BCIS’) was used to provide comparison data for the build costs 

of the proposed uses on the subject sites.  This is an industry accepted cost index.  The midpoint values have 

been adopted, with additional costs included to reflect local policies in relation to design and sustainability, 

as set out later.   These costs were then rebased for Oxford, to reflect the location of the sites.  The build costs 

adopted are as follows: 

Development  type Build cost £ per sq m 

(£ per sq ft) 

Flats £1,412 - £1,486   

(£131.15 - £138.05) 

Houses £1,205 - £1,268 

(£111.91 - £117.80) 

Retail park £913 

(£84.82) 

Industrial £989 

(£91.88) 

Student Housing £2,023 

(£187.94) 

Standard Care Home £1,946 

(£180.78) 

Extra Care Home £1,830 

(£170.01) 

Hotel £1,991 

(£184.96) 

 

7.22 It should be noted that the build costs adopted are suitable for the property type in question rather than 

general costs for that sector.  The residential accommodation cost assumes the specification and nature of 
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development to be in line with achieving the values adopted within the appraisal and described within this 

report. 

7.23 A cost uplift of 5% above the BCIS level has been assumed to reflect emerging Council policies in relation to 

design quality and amenity. 

7.24 An additional allowance of £15,000 per dwelling has also been made to reflect policies in relation to 

sustainability, including renewable energy, green roofs, renewable car charging points, water efficiency, 

carbon reduction, air quality and green infrastructure.  This is in addition to allowances for externals.  In 

previous viability assessments a rate of £8,000 per dwelling was used to reflect environmental policies.  This 

has been increased to reflect the Council’s increased focus on this area in emerging policy and to ensure 

that potential costs were fully reflected and that the calculations remained realistic in line with the advice in 

the NPPF. 

7.25 The proposed hotel site assumes a mid-market hotel, which again is reflected in the build costs adopted. 

7.26 The build costs provided via BCIS do not include for external works and therefore an additional sum was 

added to reflect this, as set out below, in line with industry accepted practice: 

Property type Additional sum for External Works 

Flats 5% 

Houses 15%* 

Commercial Retail and Industrial 10% 

All Other Uses 5% 

*typically the cost of external works will vary from site to site and a range of between 5% and 15% can be reasonably adopted – the higher limit has been applied 

for the viability testing, but in practice this figure may be reduced. 

Developer Profit 

7.27 The PPG on viability suggests that for the purpose of plan making an assumption of 20% of Gross 

Development Value (GDV) may be considered a suitable return to developers in order to establish viability 

of the plan policies. A lower figure of 6% of GDV may be more appropriate in consideration of delivery of 

affordable housing in circumstances where this guarantees an end sale at a known value and reduces the 

risk. Alternative figures may be appropriate for different development types e.g. build to rent. Plan makers 

may choose to apply alternative figures where there is evidence to support this according to the type, scale 

and risk profile of planned development. 

7.28 In Oxford this issue has been examined at previous Local Plan and CIL examinations, and a 20% profit on cost 

for market homes and zero profit on affordable homes have been determined as an appropriate return to 

developers factoring in the strength of the Oxford market, and the level of risk of developing in Oxford. 
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7.29 Where proposals for development accord with all the relevant policies in an up-to-date development plan 

no viability assessment should be required to accompany the application.  Where a viability assessment is 

submitted to accompany a planning application this should be based upon and refer back to the viability 

assessment that informed the plan; and the applicant should provide evidence of what has changed since 

then.  Potential risk is accounted for in the assumed return for developers at the plan making stage.  It is the 

role of developers, not plan makers or decision makers, to mitigate these risks.  The cost of complying with 

policy requirements should be accounted for in benchmark land value. 

7.30 The following global assumptions were considered and included in relation to other development costs: 

Name Amount Metric 

Project Fees (to include usual 

professional fees including architects, 

project management etc) 

8% to 10% On build costs 

Developer Profit (residential) 20% on market residential 

units only 

On Gross Development Costs  

Developer Profit (commercial) 15% on student 

accommodation and care 

home 

20% on all other 

commercial development 

On Gross Development Costs 

Interest Rate (Debt) Residential 7% 

Commercial 6% 

Applied to development costs in 

accordance with development 

programme 

Marketing fees (private sales only) Private Residential 1% 

Commercial 0.5% 

On Gross Development Value 

Sales Agent Fees (private sales only) Private Residential 1.50% 

Commercial 1% 

On Gross Development Value 

Sales Legal Fees £500 per unit for residential 

development 

0.3% for commercial 

development scheme 

On Gross Development Value 

(commercial) 

Purchasers Cost (Legals & Surveyors) 10% Of 1st year Estimated Rental Value 

Section 278 £500,000 Per ha 

Contingency 5% On Gross Development Costs 
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Other Oxford Local Plan 2036 costs: 

Environmental policies Cost applied of £15,000 per residential unit 

Applying National Space Standards As the build costs (BCIS) and sales value 

are both calculated on a per m2 basis, 

there is no additional impacts . 

High quality design standards including 

BREEAM 

5% buffer added to BCIS costs. 

 

7.31 It is important to note that major ‘abnormal costs’ such as those relating to remediation and servicing can 

only be identified as due diligence when a particular site is brought forward. Where substantial remediation 

costs are required this should be reflected in the purchase price of the land.  No specific assumptions 

regarding servicing and decontamination costs have been included in this study other than reasonable 

servicing costs. 

7.32 Furthermore, no costs have been included to account for abnormal site servicing or access. Given the types 

of sites that have been developed out, and are likely to continue coming forward in Oxford over the plan 

period, this is an entirely reasonable assumption for the purpose of this study. 

7.33 In practice one might expect, certainly for larger sites, housebuilders to undertake at least some of the sales 

/ agency work in-house to drive down the professional fees and contingency costs. However, this position is 

difficult to reflect in a robust appraisal assumption and, therefore, standard appraisal assumptions have 

been used as inputs in the financial model to take a precautionary approach. 

7.34 Within the financial model we have assumed a debt rate of 6% per annum for commercial and 7% for 

residential. This assumption is entirely consistent with conditions in the current market. 

7.35 The level of developer profit is a reflection of the amount of risk the developer takes on. We have assumed a 

rate of profit on cost at 20% which is consistent with earlier viability appraisals undertaken for the Council and 

tested at examination.  The model calculates developer’s profit on the private build costs including the base 

construction, professional fees, contingency, marketing costs and interest payments. 

7.36 The developer profit on cost is not calculated on costs relating to affordable housing.  This is on the basis that 

the developer is not taking any risk with the delivery of the affordable housing as the model assumes that the 

developer has pre-sold the stock, at an agreed price, on transfer.  As such it is not appropriate to include 

profit, as this reflects the risk associated with achieving market sales.  The build costs from BCIS include 

builders profit in the construction costs.  There is no difference in the build costs applied to either the market 

or affordable residential development and the model makes an implicit allowance for contractor’s margin 

on build costs.   
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Benchmark Land Value 

7.37 The Benchmark Land Value (BLV) has been established for all of the sites to test whether the proposed 

development scenarios can afford the levels of CIL proposed, together with the Affordable Housing 

contribution.   

7.38 The BLV is a value used to define land value for the purpose of viability assessments.  It is calculated on the 

basis of the Existing Use Value (see Appendix 1). 

7.39 In discussion with the Council, it was agreed that the BLV for each site would be equal to the Existing Use 

Value plus an uplift of 30%.   

7.40 This is in line with the RICS and government guidance which advocates an ‘EUV+’ approach and is the same 

basis that was accepted when the Policy was first implemented by the Council in 2012.  As set out further 

below, it is considered that an uplift of 30% above the existing use value, taking into account planning and 

policy requirements, remains more than sufficient to incentivise a willing landowner to sell land for 

development, reflecting the National Planning Policy Framework.  Depending on each specific example, a 

landowner may consider selling at a potentially lower value, depending upon the nature of each site. 

However, for the purposes of testing viability, the generous uplift of 30% above Existing Use Value has been 

applied to all the sample sites tested.   

 

7.41 The commercial and residential markets, and those operating within those markets including developers, 

landowners and funders, have continued to experience strong levels of development activity since the 

implementation of the Council’s Affordable Housing and CIL policies.  The market has shown that it is 

capable of incorporating the requirements of these policies without impacting on activity and viability.   

7.42 On this basis, the EUV of each site was calculated using a typical market valuation approach.   

7.43 As set out in the methodology section above, the appraisal output in respect of the proposed development, 

is the Benchmark Land Value (BLV). The level of the BLV will dictate whether the landowner will be 

incentivised to either sell the site (for development) or seek to lead on the redevelopment of the site. The 

decision on whether to develop is firstly based on whether the BLV is higher than the Existing Use Value (EUV). 

7.44 The PPG on Viability Assessment is that it is important for developers and other parties buying (or interested in 

buying) land to have regard to the total cumulative cost of all relevant policies when agreeing a price for 

the land.  The price paid for land is not a relevant justification for failing to accord with relevant policies in 

the plan. 
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7.45 From a developer’s perspective, when negotiating with a prospective landowner the developer will attempt 

to factor in all the possible development costs in order to minimise the residual and associated payment to 

the landowner. It is up to the developer to pitch an offer at an appropriate level which is sufficient to induce 

the landowner to sell, but not so high as to significantly increase risk. Ultimately, the landowner is not obliged 

to sell the land and it is their particular circumstances and expectations that will influence at what level they 

decide to trade.  

7.46 If the EUV is higher than the BLV then there is unlikely to be a rational case for development, either by the 

developer or another party (as the site would be worth more by leaving it in its existing condition). However, 

there consistently remains a debate about the percentage uplift on EUV required to stimulate development. 

Within the financial model it has been assumed that a 30% uplift on EUV will be the level required to stimulate 

development. The 30% uplift reflects a robust assumption regarding the increment in value required to trigger 

activity on a site. This level is accepted by the RICS and was the level adopted when the Affordable Housing 

Policy was last set in 2011.  Examples and evidence continue to suggest that the figure should be between 

15% and 30%. Therefore, in adopting the upper limit of this range a conservative position has been taken.  

7.47 The table below sets out the assumed average EUV and BLV per hectare (and per acre) per zone, based on 

the sample sites tested.   

Zone Average EUV/ha Average EUV/ac Average BLV/ha Average BLV/ac 

1 £2,100,000 £850,200 £2,730,000 £1,100,000 

2 £2,100,000 £850,200 £2,730,000 £1,100,000 

3 £3,100,000 £1,255,100 £4,030,000 £1,600,000 

4 £3,500,000 £1,417,000 £4,550,000 £1,800,000 

5 £7,300,000 £2,995,500 £9,490,000 £3,800,000 

 

7.48 DCLG has provided policy guidance on potential land values for use in policy appraisal analysis in the ‘Land 

value estimates for policy appraisal – December 2015’ report. 

7.49 Within the report, the average land value in Oxford is set out at £5.020 million per hectare (£2.032 million per 

acre).  All land valuations were provided to DCLG by the Valuation Office Agency using a methodology 

consistent across all local authorities.  The valuations were undertaken using a truncated residual valuation 

model. This involved valuing the proposed development and deducting the development costs, including 

allowances for base build cost, developer’s profit, marketing costs, fees, and finance to leave a “residual” 

for the site value.   The purpose of the values is for them to be used in appraising land projects from a social 

perspective, in line with Green Book principles.  However, whilst this is a useful starting point, the model used 

in this study includes greater sensitivity testing to reflect the local context in Oxford and more in-depth 

analysis.  

7.50 Importantly, the values assume nil Affordable Housing provision.  Compliance with policy should result in 

additional benefits to society and this is therefore assumed to offset the associated reduction in market 

value.  They are therefore not to be seen as estimates of market values.   
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Greenfield Sites 

7.51 Two of the site typologies tested are greenfield sites.  These are typologies 20 and 21.  In these instances, the 

average benchmark values given above have not been adopted, as these sites are different in nature to 

the brownfield sample sites assessed to arrive at the average values. 

7.52 For these sites, for the purpose of assessing viability, a comparison has therefore been made of the values 

generated by development with a greenfield EUV rate of £7,500 per acre.  A 30% uplift has been applied to 

this to arrive at a BLV as with the other sites. 

Development Scenarios 

7.53 The table below sets out the scale, quantum and nature of sites that were tested.  

 

7.54 A detailed breakdown of the development assumptions for each of the typologies set out in the above 

tabled is attached at Appendix 3.  Not all typologies were tested for each site.  As set out earlier, this study is 

based on actual examples of development sites that have come through the planning system in Oxford and 

Site Ref. Sector Use class From (dwellings) To (dwellings) 
CIL rate 

tested/£sqm
Zone

Site area 
(acres)

Site area 
(ha)

1 Residential C3                                 1                                 3 200 1 0.08 0.03
2 Residential C3                                 4                                 9 200 2 0.25 0.10
3 Residential C3                                 4                                 9 200 3 0.21 0.09
4 Residential C3                               10                               24 200 3 0.21 0.08
5 Residential C3                                 3                               24 200 2 0.36 0.14
6 Residential C3                               25                               49 200 2 1.41 0.57
7 Residential C3                               50  No max 200 2 15.12 6.12
8 Mixed use Multi                                 1                            200 200 & 50 4 1.18 0.48
9 Residential C3                                 4                                 9 200 5 0.07 0.03
10 Residential C3                                 1                                 3 200 2 0.12 0.05
11 Residential C3                               25                               49 200 1 2.52 1.02
12 Residential C3                               10                               24 200 2 0.07 0.03
13 Residential C3                                 4                                 9 200 2 0.17 0.07
14 Residential C3                                 4                                 9 200 4 0.12 0.05
15 Residential C3                                 4                                 9 200 3 0.27 0.11
16 Residential C3                                 4                                 9 200 4 0.12 0.05
17 Residential C3                               25                               49 200 4 0.99 0.40
18 Residential C3                                 4                                 9 200 2 0.22 0.09
19 Residential C3                                 4                                 9 200 4 0.05 0.02
20 Residential (Greenfield) C3                               10                               24 200 2 1.88 0.76
21 Residential (Greenfield) C3                               50  No max 200 4 9.76 3.95

From 
(sqft GIA) To 
(sqft GIA)
22 Retail A1-A5                         1,000                         2,000 200 1 0.27 0.11
23 Industrial B2, B8                            200                         5,000 50 1 2.11 0.85

From (beds) To (beds)
24 Student Housing Sui Generis                               10                               49 200 2 0.20 0.08
25 Student Housing Sui Generis                               50                            149 200 5 0.94 0.38
26 Student Housing Sui Generis                            150  no max 200 2 2.37 0.96
27 Standard Care Home C2                               40                            120 50 1 0.83 0.33
28 Extra Care Home D1                               40                            120 50 3 1.50 0.61
29 Hotel C1                               50                            150 50 3 0.53 0.21



Client: Oxford City Council Report Title: Development Viability Assessment  

Date: September 2018 38 

demonstrates a true representation of activity taking place in the city, as opposed to hypothetical 

examples.   

CIL Rates 

7.55 A range of rates have been tested in order to assess the sensitivity of viability to an increase in the level of CIL 

charged against various uses.  The level of CIL charging rates in Oxford remains low compared to other 

similar towns.  Guildford, Windsor & Maidenhead and Wokingham all have rates significantly higher than 

those currently charged in the city.  The proposed rates are broadly similar to emerging charges at South 

and West Oxfordshire and Cherwell. 

7.56 To test the impact on viability, the rates were increased from the current chargeable levels as follows: 

 

7.57 The analysis demonstrates that an increase in the appropriate CIL rate up to £200 per sqm and £50 per sqm 

(as appropriate) does not detrimentally impact on viability except for Industrial and Extra Care Home uses.  

The development of these two uses, based on the assumptions set out within the report, are unviable 

irrespective of whether a CIL rate is imposed or not.  This is due to the fact that where land for industrial 

development is traded, the land values do not drive a usual commercial return for investors – those investors, 

to develop industrial uses in Oxford, are driven by other factors due to the premium placed on land in the 

city.  Extra care development is marginal across the country due to the inefficiencies of delivering extra care 

accommodation (it suffers from very high gross to net ratios due to the amount of space that does not 

command a value but is required to deliver the use).  As such, the analysis confirms that industrial and extra 

care development is currently unviable whether or not CIL is levied, the imposition of CIL will therefore not 

affect the prospects of sites being delivered for these development uses.  Additional sensitivity has been 

undertaken to test the appropriate rate for off-site contributions on schemes of nine units or fewer. 

Commercial

Rate A Student Housing and Retail
Rate B Industrial, Care Homes, Hotels

Rate A (£psm) 150 175 200 225
Rate B (£psm) 40 45 50 60
Retail Park Yes Yes Yes Yes
Industrial No No No No
Student Housing Yes Yes Yes Yes
Student Housing Yes Yes Yes Yes
Student Housing Yes Yes Yes Yes
Standard Care Home Yes Yes Yes Yes
Extra Care Home No No No No
Hotel Yes Yes Yes Yes
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7.58 Based on the number of typologies tested, the current rate of 15% of GDV remains the correct level of 

contribution that schemes can tolerate and remain viable.  The scheme that included only one residential 

unit cannot afford to make an off-site contribution of 15% GDV. 

Appraisal Outputs 

7.59 The results of the viability testing, based on the assumptions set out in Sections 5 and 6 of this report, are set 

out below.   

Residential

CIL @ £200psm

Off-site Affordable Payment applied for 1-9 unit schemes

Typology Ref Units 12.5% 15.0% 17.5% 20.0%
1 1 House No No No No
2 6 Houses Yes Yes Yes Yes
3 6 Flats Yes Yes No No
5 5 Houses, 2 Flats Yes Yes Yes Yes
9 6 Flats Yes Yes Yes Yes

10 2 Flats Yes Yes Yes No
13 9 Flats Yes Yes Yes Yes
14 4 Flats Yes Yes Yes Yes
15 9 Flats Yes Yes No No
16 9 Houses Yes Yes Yes Yes
18 5 Houses, 2 Flats Yes Yes Yes Yes
19 7 Flats Yes Yes Yes Yes

Off-site Payment (% GDV)
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7.60 The analysis demonstrates that in the majority of cases, viability is unaffected by an increase in CIL rates to 

£200 psm and £50 psm (as appropriate, depending on the sector) due to the strength of value growth across 

both residential and commercial sectors in Oxford. 

 

  

Site Ref. Sector Use class From (dwellings) To (dwellings) 
CIL rate 

tested/£sqm
Zone

Site area 
(acres)

Site area 
(ha)

Minimum Zone 
EUV  

Benchmark 
Land Value 
Exceeded?

1 Residential C3                                 1                                 3 200 1 0.08 0.03 No
2 Residential C3                                 4                                 9 200 2 0.25 0.10 Yes
3 Residential C3                                 4                                 9 200 3 0.21 0.09 Yes
4 Residential C3                               10                               24 200 3 0.21 0.08 Yes
5 Residential C3                                 3                               24 200 2 0.36 0.14 Yes
6 Residential C3                               25                               49 200 2 1.41 0.57 Yes
7 Residential C3                               50  No max 200 2 15.12 6.12 Yes
8 Mixed use Multi                                 1                            200 200 & 50 4 1.18 0.48 Yes
9 Residential C3                                 4                                 9 200 5 0.07 0.03 Yes
10 Residential C3                                 1                                 3 200 2 0.12 0.05 Yes
11 Residential C3                               25                               49 200 1 2.52 1.02 No
12 Residential C3                               10                               24 200 2 0.07 0.03 Yes
13 Residential C3                                 4                                 9 200 2 0.17 0.07 Yes
14 Residential C3                                 4                                 9 200 4 0.12 0.05 Yes
15 Residential C3                                 4                                 9 200 3 0.27 0.11 Yes
16 Residential C3                                 4                                 9 200 4 0.12 0.05 Yes
17 Residential C3                               25                               49 200 4 0.99 0.40 Yes
18 Residential C3                                 4                                 9 200 2 0.22 0.09 Yes
19 Residential C3                                 4                                 9 200 4 0.05 0.02 Yes
20 Residential (Greenfield) C3                               10                               24 200 2 1.88 0.76 Yes
21 Residential (Greenfield) C3                               50  No max 200 4 9.76 3.95 Yes

From 
(sqft GIA) To 
(sqft GIA)
22 Retail A1-A5                         1,000                         2,000 200 1 0.27 0.11 Yes
23 Industrial B2, B8                            200                         5,000 50 1 2.11 0.85 No

From (beds) To (beds)
24 Student Housing Sui Generis                               10                               49 200 2 0.20 0.08 Yes
25 Student Housing Sui Generis                               50                            149 200 5 0.94 0.38 Yes
26 Student Housing Sui Generis                            150  no max 200 2 2.37 0.96 Yes
27 Standard Care Home C2                               40                            120 50 1 0.83 0.33 Yes
28 Extra Care Home D1                               40                            120 50 3 1.50 0.61 No
29 Hotel C1                               50                            150 50 3 0.53 0.21 Yes
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8. Oxford Local Plan 2036 and CIL 

8.1 The viability analysis undertaken as part of this study has confirmed that the Council’s proposals in respect of 

affordable housing contributions in the Oxford Local Plan 2036 remain sound and valid. 

8.2 The analysis supports  Policy H2 confirming that the provision of 50% affordable housing remains a viable and 

reasonable policy requirement from residential development in the city.  The high values that have 

consistently been achieved across the city have served to underpin the policy, which has now successfully 

been in place since 2011. 

Policy H2: Delivering Affordable Homes  

8.3 Policy H2 sets out the thresholds and  circumstances when the City Council will seek contributions towards 

affordable housing. The financial analysis and testing as part of this review confirms that the existing policy of 

delivering affordable housing in the current 80/20 split remains viable and is anticipated to do so during the 

plan period.  On larger sites ( 25 or more units) which are delivering significant infrastructure or social benefits, 

exception will be made.  However, this will only occur where it can be robustly demonstrated that this level 

of provision makes a site unviable.  If this can be demonstrated then development and the Council will work 

through a cascade approach until development is viable.  The details of which are set out in the Local Plan.  

8.4 Policy H2 also requires a contribution towards affordable homes from smaller housing sites (4-9 homes gross). 

Other Policies 

8.5 Policies RE1 Sustainable Design and Construction, Policy G8 New and Enhanced Green Infrastructure 

Features and Policy M4 Provision of Electric Charging Points all carry additional costs for development 

proposals.  As such these costs have been considered and tested in the viability model.  
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9. Conclusions and Recommendations 

9.1 In accordance with the Council’s instructions, this report considers how the proposed Oxford Local Plan 2036 

policies, including the affordable housing policy requirements, impact on the viability of new development in 

Oxford in association with S106 contributions. The aim is to enable the Council to have a consistent policy 

which provides clarity to developers on their requirements. 

9.2 This report considers the Oxford property market, and how this relates to the wider regional and UK markets.  

Detailed analysis is provided to support the financial modelling and test the proposed policy. The viability of 

a sample comprising sixteen illustrative sites has been assessed to determine the likely deliverability of 

affordable housing and the potential for increasing the level of CIL charges within the city.   

9.3 Development value is finite and viability issues often emerge as developers dedicate too greater a 

proportion of this value to land rather than meeting planning obligations.  The Council implemented the 

Affordable Housing Policy and CIL Charging Schedule in 2011 and 2013 respectively and development in 

Oxford has continued strongly during the intervening period.  The market understands the planning 

obligations required of development and this is now factored into appraisals as standard.   

9.4 It has been demonstrated that 50% affordable housing provision, with 80:20 tenure split in favour of social 

rent remains achievable in most instances.  Given the strength of value growth, for both residential and 

commercial sectors, over the past five years since the previous viability analysis confirmed the Council policy 

towards both affordable housing contributions and CIL charging rates, it is expected that a modest increase 

in the contribution of CIL charges, to £200 per sq m and £50 per sq m (as appropriate) would not adversely 

affect development activity within the city.  The financial modelling confirms this, with even fewer tested 

schemes being potentially unviable than in previous testing. 

9.5 It is acknowledged, however, that 50% affordable housing provision is not financially viable in every instance 

involving new residential developments, particularly in the very lowest value areas. As such, based on the 

findings resulting from the financial modelling, it is recommended that the policy of 50% affordable housing 

provision applies, and should be delivered, unless it can be demonstrated in a transparent, open book 

format that in providing 50% affordable housing provision, the economic viability of the scheme is 

jeopardised. 

9.6 The results of this study are reflective of current market conditions, which will inevitably change over the 

medium term. It is therefore important that the Council keeps the viability situation under review so that 

policy requirements can be adjusted should conditions change significantly.   

9.7 In summary, GVA has undertaken a thorough assessment of housing and commercial development viability 

in Oxford, which will inform the changes to the affordable housing policy and CIL charging levels being 

considered by the Council.  In turn, it is anticipated that this will inform the Council’s housing policy which will 

help deliver the maximum number of affordable homes for the city, whilst achieving a broad balance of 

housing types and tenures and optimising the energy efficiency and sustainability of new developments. 
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Appendix 1 

Sample Sites for Assessing Existing Use Values 
 
  



1 
 

EUV Calculations 

To define land value for any viability assessment, a benchmark land value should be calculated on the basis of the existing use value (EUV) of 
the land, plus a premium for the landowner.  The premium for the landowner should reflect the minimum price at which it is considered a 
rational landowner would be willing to sell their land.  This approach is often called ‘Existing Use Value Plus’ (EUV+). 

In order to establish benchmark land value, plan makers, landowners, developers, infrastructure and affordable housing providers should 
engage with and provide robust and open evidence to inform this process. 

In all cases, benchmark land value should: 

• fully reflect the total cost of all relevant policy requirements including planning obligations and, where applicable, any Community 
Infrastructure Levy charge; 

• fully reflect the total cost of abnormal costs; site-specific infrastructure costs; and professional site fees; 
• allow for a premium to landowners (including equity resulting from those building their own homes); and 
• be informed by comparable market evidence of current uses, costs and values wherever possible. Where recent market transactions 

are used to inform assessment of benchmark land value there should be evidence that these transactions were based on policy 
compliant development. This is so that previous prices based on non-policy compliant developments are not used to inflate values over 
time 

Existing use value (EUV) is the first component of calculating a benchmark land value.  EUV is the value of the land in its existing use together 
with the right to implement any development for which there are extant planning consents, including realistic deemed consents, but without 
regard to other possible uses that require planning consent, technical consent or unrealistic permitted development.  Existing use value is not 
the price paid and should disregard hope value.  Existing use values will vary depending on the type of site and development types. 

Existing use value (EUV) for the purpose of assessing the viability of plans should be determined by plan makers in consultation with 
developers and landowners.  When undertaking any viability assessment EUV can be established by assessing the value of the specific site or 
type of site using published sources of information such as agricultural or industrial land values, or if appropriate capitalised rental levels at an 
appropriate yield.  Sources of data can include (but are not limited to): 
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• land registry records of transactions; 
• real estate licensed software packages; 
• real estate market reports; 
• real estate research; estate agent websites; property auction results; 
• valuation office agency; public sector estate/property teams’ locally held evidence. 

Determining the existing use value of the land should be based on the assumption that no future planning consents will be obtained, but 
including the value of any consented use. 

An appropriate premium to the landowner above existing use value (EUV) should be determined by plan makers in consultation with 
developers and landowners for the purpose of assessing the viability of plans. 

When undertaking any viability assessment, an appropriate minimum premium to the landowner can be established by looking at data from 
comparable sites of the same site type that have recently been granted planning consent in accordance with relevant policies.  The EUV of 
those comparable sites should then be established. 

The price paid for those comparable sites should then be established, having regard to outliers in market transactions, the quality of land, 
expectations of local landowners and different site scales.  This evidence of the price paid on top of existing use value should then be used to 
inform a judgement on an appropriate minimum premium to the landowner. 

Proposed development that accords with all the relevant policies in an up-to-date plan should be assumed to be viable, without need for 
adjustment to benchmark land values established in the plan making viability assessment.  Where a viability assessment does accompany a 
planning application the price paid for land is not relevant justification for failing to accord with relevant policies in the plan. 
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Zone Map 
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Zone # Site name EUV Calculation method Image 

1 1 Land to rear 
of 17 
Between 
Towns Road 

Existing Use:  30 space surface car park 
 

 
 

Rent per week per space £70 

Management and voids 30% 

Yield 8% 
Purchaser’s costs 5.8% 

Capital value £208,400 
Value/ha £1,478,100 

 

1 2 Land North 
of 
Littlemore 
Healthcare 
Trust 

Existing Use: 3.72 ha of scrub land. 
 

Site area 37,200sqm 

Open storage value £20psm 

Capital value £744,000 
Value/ha £200,000 
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1 3 Lawn Upton 
House 

Existing Use: Listed School Building. 
 

Site area/ha 0.236 

Floor area GIA/sqft 7,319 

School value/sqft £150 

Capital value £1,097,900 

Value/ha £4,652,200 
 

 
2 4 114 Cricket 

Road 
(former 
Shelly Arms 
Pub) 

Existing Use: Disused pub. 
 

Site area/ha 0.14 

Assumed pub area 2,077sqft 

Pub value £150psf 

Capital Value £311,600 

Value/ha £2,225,800 
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2 5 Ashlar 
House 
(adjacent to 
2 Glanville 
Rd) 

Existing Use: Builders yard. 
 

Site area/sqm 192 
Rental value/£sqm 10 
Rent  £20,667 
Yield (all risks) 9.50% 
Purchaser’s costs 5.80% 
Capital value £205,600 
Value/ha £2,056,200 

 
 
 

 
2 6 Land 

adjacent to 
Canterbury 
House, 393 
Cowley 
Road 

Existing Use: Open storage land (formerly bus depot) 
 
 Site Area/m2 620 

Estimated Rent p.a. £10,000 

Yield 12% 

Purchaser’s costs 5.80% 

Capital value £78,800 

Value/ha £1,270,400 
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2 7 Marywood 
House 

Existing Use: Vacant supported housing. 
 

Site area/ha 0.34 

Floor area GIA/sqft 1,060 

Supported housing value/sqm £55 

Capital value £625,000 

Value/ha £1,849,100 
 

 
2 8 Jack 

Howarth 
House 

Existing Use: Former care home. 
 

Site area/ha 0.13 

Floor area GIA/sqft 712 

Supported housing value/sqm £55 

Capital value £421,500 

Value/ha £3,345,400 
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3 9 17 Wharton 
Road 
(Quarry 
Gate) 

Existing Use: Cleared site, former public house 
 

Site area/ha 0.14 

Assumed pub area 2,077sqft 

Pub value £150psf 

Capital Value £311,600 

Value/ha £2,225,800 

 
 

 
3 10 312 London 

Road 
Existing Use: Former dental practice 

 
Site area 0.1ha 

Assumed building area 2,293sqft 

Practice value £100psf 

Capital value £229,300 

Value/ha £2,292,700 
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4 11 Hernes 
House 

Existing use: Former NHS facility 

 
Site area 0.231ha 

Building area 4,951sqft 

Health value £150psf 

Capital value £742,700 

Value/ha £3,220,800 
 

 
4 12 1 Abbey 

Road 
Existing Use: Former car rental storage, then car wash. 

 
Site area/ha 0.32 

Site area/sqm 3,200 

Open storage value £20psm 

Capital Value £64,000 

Value/ha £200,000 
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4 13 3-9 Elsfield 
Way & Land 
rear of 478 
& 480 
Banbury 
Road 

Existing Use: Residential – 4 houses 
 

Site area/ha 0.4 

Assumed total floor area/sqft 7,576 

Residential value £375psf 

Capital Value £2,841,000 

Value/ha £7,102,500 
 

 
5 14 8 Hollybush 

Row 
Existing Use: Former public house 

 
Site area/ha 0.32 

Assumed pub area /sqft 2,799 

Pub value/sqft £125 

Capital Value £349,800 

Value/ha £1,093,200 
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5 15 44 St 
Thomas 
Street 

Existing Use: Former public house 
 

Site area/ha 0.0191 

Assumed pub area /sqft 2,820 

Pub value/sqft £125 

Capital Value £352,500 

Value/ha £18,456,400 
 

 
5 16 Oxford 

Business 
Centre 
(Student 
Castle Site) 

Existing Use: Industrial Estate 
 

 
Site area/ha 1.66 

Total GIA 26,941 

Published passing rent £260,558  

Calculated rent/sqft £9.67  

Yield 6.50% 

Purchaser’s costs 5.8% 

Capital Value £3,788,800 

Value/ha £2,282400 
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Summary results 

The table below sets out the assumed average EUV and BLV per hectare (and per acre) per zone, based on the sample 

sites tested. 

Zone Average EUV/ha Average EUV/ac Average BLV/ha Average BLV/ac 

1 £2,100,000 £850,202 £2,730,000 £1,100,000 

2 £2,100,000 £850,202 £2,730,000 £1,100,000 

3 £3,100,000 £1,255,061 £4,030,000 £1,600,000 

4 £3,500,000 £1,417,004 £4,550,000 £1,800,000 

5 £7,300,000 £2,955,466 £9,490,000 £3,800,000 
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Oxford City Council 
 
Appendix 2 – Development Assumptions 
 
 
Market Sales Values 
 

Zone 1 bed flat 2 bed flat 3 bed flat 2 bed house 3 bed house 4 bed house 

1 
£5,177 

(£481) 

£4,672 

(£434) 

£4,306 

(£400) 

£4,725 

(£439) 

£4,327 

(£402) 

£5,382 

(£500) 

2 
£6,189 

(£575) 

£5,640 

(£524) 

£5,382 

(£500) 

£6,835 

(£635) 

£6,405 

(£595) 

£6,308 

(£586) 

3 
£5,404 

(£502) 

£5,382 

(£500) 

£5,113 

(£475) 

£5,942 

(£552) 

£5,813 

(£540) 

£7,976 

(£741) 

4 
£9,214 

(£856) 

£7,384 

(£686) 

£6,674 

(£620) 

£7,233 

(£672) 

£10,118 

(£940) 

£10,947 

(£1,017) 

5 
£9,085 

(£844) 

£8,654 

(£804) 

£8,073 

(£750) 

£8,611 

(£800) 

£8,073 

(£750) 

£7,535 

(£700) 

 
 
Social Rents (weekly) 
 

Dwelling size Weekly Rent 

1 bed flat £99 

2 bed flat £113 

3 bed flat £117 

2 bed house £105 

3 bed house £117 

4 bed house £127 
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Shared Ownership Assumptions 
 

Upfront Equity 

Purchased 

25% 

Rent on Remaining 

Equity 

2.5%p.a. 

 
Affordable Housing Capital Values 
 

Dwelling size Social Rent 

Capital Value per 

Unit 

 

Shared Ownership 

Capital Value per Unit 

 

Social Rent  

Capital Value per 

sq m 

(per sq ft) 

Shared Ownership 

Capital Value per sq m 

(per sq ft) 

1 bed flat 

(50 sq m) £69,000  £148,000 

£1,769.23 

(£164.37) 

£2,960.00 

(£274.99) 

2 bed flat 

(67 sq m) £78,000  £187,000 

£1,164.18 

(£108.15)  

£2,791.04 

(£259.30) 

3 bed flat 

(75 sq m) £81,000  £211,000  

£1,080.00 

(£100.33)  

£2,813.33 

(£261.37) 

2 bed house 

(75 sq m) £73,000  £213,000 

£973.33 

(£90.42)  

£2,840.00 

(£263.84) 

3 bed house 

(84 sq m) £81,000  £245,000 

£987.80  

(£91.77) 

£2,916.67 

(£270.97) 

4 bed house 

(108 sq m) £88,000  £372,000 

£814.81 

(£75.70) 

£3,444.44 

(£320.00) 
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Commercial Values 
 

Property type Valuation metric 

Retail park Rent: £30 sq ft, yield: 5% 

Industrial Rent: £12 sq ft, yield: 6% 

Student housing £140,000 per room 

Standard Care Home £140,000 per room 

Extra Care Home £500psf 

Hotel £120,000 per room 

Development Costs 
 

Property type Build cost £ per sq m 

(£ per sq ft) 

Flats £1,412 - £1,486   

(£131.15 - £138.05) 

Houses £1,205 - £1,268 

(£111.91 - £117.80) 

Retail park £913 

(£84.82) 

Industrial £989 

(£91.88) 

Student Housing £2,023 

(£187.94) 

Standard Care Home £1,946 

(£180.78) 

Extra Care Home £1,830 

(£170.01) 
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Property type Build cost £ per sq m 

(£ per sq ft) 

Hotel £1,991 

(£184.96) 

 
 
External Works 
 

Property type Additional sum for External Works 

Flats 5% 

Houses 15%* 

Commercial Retail and Industrial 10% 

All Other Uses 5% 

 
 
Additional Development Costs 
 

Name Amount Metric 

Project Fees (to include usual professional 

fees including architects, planning, project 

management etc) 

8% to 10% On build costs 

Developer Profit (residential) 20% on the market residential 

element  only 

On Gross Development Costs (not Gross 

Development Value) 

Developer Profit (commercial) 15% on student accommodation 

and care home 

20% on all other commercial 

development 

On Gross Development Costs (not Gross 

Development Value) 

Interest Rate (Debt) Residential 7% 

Commercial 6% 

Applied to development costs in accordance 

with development programme 

Marketing fees (private sales only) Private Residential 1% 

Commercial 0.5% 

On Gross Development Value 

Sales Agent Fees (private sales only) Private Residential 1.50% On Gross Development Value 
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Name Amount Metric 

Commercial 1% 

Sales Legal Fees £500 per unit for residential 

development 

0.3% for commercial 

development scheme 

On Gross Development Value (commercial) 

Purchasers Cost (Legals & Surveyors) 10% Of 1st year Estimated Rental Value 

Section 106 allowance £1,000 per unit residential  

Section 278 allowance £500 per unit residential 

1% commercial 

On build costs 

Contingency 5% On Gross Development Costs 

 
 
Other Oxford Local Plan 2036 costs 
 
Environmental policies (including energy generation, 
electric vehicle charging and green roofs) 

Cost applied of £15,000 per residential unit 

Applying National Space Standards As the build costs (BCIS) and sales value are both 
calculated on a per m2 basis, there is no impact upon 
viability.  All unit are at least minimum sizes. 

High quality design standards including BREEAM 5% buffer added to BCIS costs. 
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Residential Typologies 
 



Oxford City Council  
 
Appendix 3 
 
 
 
Inner Zones: 2 & 5 

     Outer Zones: 1, 3 & 4 
     

       Private 
Sales       
  Housing Scheme Flat Scheme Mixed Scheme 

  
Inner 
Zones 

Outer 
Zones 

Inner 
Zones 

Outer 
Zones 

Inner 
Zones 

Outer 
Zones 

1 Bed Flat - - 60% 40% 40% 10% 
2 Bed Flat - - 30% 40% 20% 20% 
3 Bed Flat - - 10% 20% 10% 10% 
2 Bed House 30% 40% - - 10% 20% 
3 Bed House 50% 50% - - 10% 20% 
4 Bed House 20% 10% - - 10% 20% 

       Social Rent       
  Housing Scheme Flat Scheme Mixed Scheme 

  
Inner 
Zones 

Outer 
Zones 

Inner 
Zones 

Outer 
Zones 

Inner 
Zones 

Outer 
Zones 

1 Bed Flat - - 10% 10% 6% 6% 
2 Bed Flat - - 53% 30% 25% 13% 
3 Bed Flat - - 37% 60% 16% 25% 
2 Bed House 52% 27% - - 25% 13% 
3 Bed House 33% 52% - - 16% 25% 
4 Bed House 15% 21% - - 13% 19% 

       Shared Ownership      
  Housing Scheme Flat Scheme Mixed Scheme 

  
Inner 
Zones 

Outer 
Zones 

Inner 
Zones 

Outer 
Zones 

Inner 
Zones 

Outer 
Zones 

1 Bed Flat - - 50% 25% 50% 25% 
2 Bed Flat - - 25% 50% 13% 25% 
3 Bed Flat - - 25% 25% 13% 13% 
2 Bed House 50% 60% - - 13% 25% 
3 Bed House 50% 40% - - 13% 13% 
4 Bed House - - - - - - 

 



 

GVA 
65 Gresham Street, London EC2V 7NQ 
GVA is the trading name of GVA Grimley Limited, an Apleona company  

© 2018 GVA Grimley Limited  

Our offices 

Birmingham Dublin Leeds  Manchester  
Bristol Edinburgh Liverpool Newcastle 
Cardiff Glasgow London  

 

Contact Details 
Enquiries 
John Bull Diamond 
jbd@gva.co.uk 

Visit us online 
gva.co.uk 


	1. Executive Summary
	2. Introduction
	3. Viability Overview
	Approach to Testing Viability
	Viability Testing

	4. Market Analysis
	UK Economic Overview
	Forecast

	UK Residential Market Overview
	Oxford Residential Market
	Oxford Wards
	Residential Development in Oxford
	Housing Affordability in Oxford

	UK Commercial Market Overview
	South East / Regional Commercial Overview
	Oxford Commercial Analysis
	Overview
	Demand
	Supply
	Offices
	Industrial
	Retail
	Investment
	Forecast


	5. Development Policy Context
	National Planning Policy Framework
	Local Plan Policy Context
	Affordable Housing Policies
	Policies on Sustainability

	CIL Charging Schedule

	6. Viability Testing
	Introduction
	Sample Sites


	7. Appraisal Assumptions
	Residential Sales Assumptions
	Zoning

	Dwelling Assumptions
	Dwelling Size Mix
	Tenure Mix

	Value Assumptions
	Build to Rent Sector
	Social Rent Housing
	Shared Ownership Housing
	Commercial Values

	Development Costs
	*typically the cost of external works will vary from site to site and a range of between 5% and 15% can be reasonably adopted – the higher limit has been applied for the viability testing, but in practice this figure may be reduced.
	Developer Profit
	Other Oxford Local Plan 2036 costs:
	Benchmark Land Value
	Greenfield Sites
	Development Scenarios
	CIL Rates
	Appraisal Outputs


	8. Oxford Local Plan 2036 and CIL
	Policy H2: Delivering Affordable Homes
	Other Policies

	9. Conclusions and Recommendations
	Enquiries
	John Bull Diamond
	jbd@gva.co.uk
	Visit us online


