
 

 

Dear Ms Edwards,  

WRITTEN STATEMENT FOR MATTER 92 FOR THE NEW LONDON PLAN 

EXAMINATION IN PUBLIC – ON BEHALF OF TIDE CONSTRUCTION 

We are pleased to submit this written statement on behalf of our client, Tide 

Construction Ltd (Reference ID 3001), to the Examination in Public for the New 

London Plan.   

Matter 92: Viability and Delivering the Plan 

This statement relates to the policy requirements set out in the Draft New London 

Plan, taking account of the Minor Suggested Changes published by the Mayor in 

August 2018.  This statement should be read alongside our representations and 

appendices submitted on 2 March 2018 and our written statement to Matter 32, 

and has been produced in conjunction with Tide’s viability consultant James R. 

Brown Ltd.  

Panel Question - Matter 92. Would the cumulative cost of the policy requirements 

set out in the Plan, along with any other national and local requirements, threaten 

the economic viability of development and put implementation of the Plan at 

serious risk? 

The cost of policy requirements set out in the New London Plan, specifically those 

that apply to PBSA, will seriously threaten the viability of PBSA schemes coming 

forward, ultimately not delivering on the Plan’s key priority of delivering homes for 

Londoners over the next 20 years. This will have significant negative effect in yet 

again London not delivering the number of homes including Purpose Built Student 

Accommodation required to meet its needs repeating the failures in housing 

delivery to date. 

Requirements included in Policy H17 

The planning requirements set in out in Policy H17, including for a nomination 

agreement to be in place and affordable student accommodation, are not 

appropriate or justified and will make PBSA schemes economically unviable.  Such 

financial burdens will lead to slower or reduced delivery of PBSA schemes, as 
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developers will not be incentivised to invest in new PBSA.   

The requirement for a nominations agreement is unreasonable and excessive and 

should be deleted from the policy.  This was covered in some detail in our written 

statement for Matter 32 and discussed at length at the relevant hearing session.  

However, it is also clear that the requirement for nomination agreements would 

have an unintended consequence in terms of the economic viability of PBSA and, 

therefore, the implementation of the New London Plan  

If PBSA is provided alongside a nomination agreement with a Higher Education 

Institution (HEI), our client’s viability consultant’s view (James R Brown Ltd) is that 

it is typically the case that 100% of the PBSA is affordable (though not under the 

exact terms set out in the Draft New London Plan).  This is because HEIs typically 

seek to reduce rents down to make itself more attractive to prospective students.  

This situation thus differs to a direct let, where the intention is likely to be that all of 

the PBSA will be let at market rent levels. HEIs generally seek PBSA rents 

significantly below market rent levels across all student rooms.  To require 35% of 

these at even lower rents would be very harmful for PBSA development economic 

viability and significantly curtail delivery.  At the EIP session on 27 February into 

Matter 32, there was a general consensus from participations without the private 

sector’s involvement in the delivery of viable student accommodation, London 

could have been poorer by up to 40,000 bed spaces.  

Looking forward over the life of the new London Plan, the additional policy 

requirements advocated by the Mayor in the form of both nominations agreement 

and 35% affordable housing has the very real likelihood of choking off the delivery 

of this efficient means of providing good quality housing for students.  As the GLA 

acknowledged at the EIP session on 27 February, these forms of accommodation 

not only provide good quality students, they enable the behaviour of students to be 

managed much more effectively than students occupying general C3 rented 

housing and flats available in the open market. Again, this is an issue which the 

London Tenants Association articulated as being a problem in some parts of 

London.    

The Mayor’s evidence base as set out in The London Plan Viability Study 

(December 2017) (LPVS) and its Addendum Report (November 2018) do not test 

what the viability impact of 35% affordable student rooms would be in nomination 

agreement compared to direct let scenarios, which is a critical flaw, as these two 

scenarios would involve substantially different total rent profiles and, hence, 

scheme gross development values.   

The requirement for affordable student housing provision of 35% if a development 

is to follow the Fast Track Route sets an unattainable target for the majority of 

PBSA schemes.  The inclusion of an explicit figure in the policy implies that there is 

a justified and evidenced need for 35% affordable student accommodation, which 

is not the case.  Importantly, it also implies that this is viable when considered 

against other competing land values.  As discussed in detailed below, the GLA’s 

evidence is simply not robust enough to support such a high and specific level of 

affordable student accommodation. 
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Policy H17 is based on extremely limited and therefore weak evidence, and fails to 

justify such large requirements in terms of the level of affordable student 

accommodation.  These requirements will prevent the implementation of Policy 

H17 which seeks to deliver student housing across the plan period. 

Viability Evidence  

The LPVS and its Addendum Report do not provide a sound basis for the policy 

requirements of the Plan.  For Policy H17, no specific evidence has been provided 

to justify the 35% or 50% benchmarks set out in H17A part 4) and these appear to 

have just been rolled over from the draft policies relating conventional affordable 

housing.  The implied suggestion that 35% or 50% is typically reasonable is not 

justified by the Mayor’s evidence base.  We previously identified flaws in the LPVS 

in our representation dated 2 March 2018.  Since then, an Addendum Report has 

been produced but this remains fundamentally flawed with respect to its viability 

conclusions for PBSA because: 

• No new/additional site archetype case studies for PBSA have been introduced 

over and above the two used in the earlier report.  This was and remains an 

inadequate sample size to justify a London wide policy approach.  Land values 

vary greatly within individual London Boroughs let alone across London as a 

whole. [Taking our client’s experience in one London Borough, Southwark, 

there are parts of the borough such as London Bridge, where student 

accommodation developments can make greater progress to providing some 

affordable housing, however there other locations such as the Old Kent Road 

opportunity area where it is extremely challenging to do so. This dramatic 

variance within one London Borough illustrates the sensitivity of viability and 

how much work is required to produce an evidence which properly understands 

viability sufficient to enable a London wide fast track level of affordable housing 

to be justified.  

• Even if only 2 viability case studies were produced for half of all London 

Boroughs (which would arguably be inadequate), this result in a sample size of 

32 case studies. Compare this with what the GLA considers to be sound 

approach of producing only two cases to cover the London and the wide 

diversity of land values, clearly demonstrates the lack of rigour in the GLA’s 

approach and the lack of soundness to the policy approach in H17 requiring a 

nominations agreement and 35% level of affordable to qualify for the fast track 

approach. 

• In the very few cases where the GLA has sought to provide very limited 

evidence, new sensitivity tests have been applied to previous financial 

appraisals relating to one of the previous two archetypes (SR2).  One of these 

tests involves the reduction of build costs by 8.55% in order to exclude the cost 

of external works.  James R. Brown acts for Tide Construction and Unite plc 

who are two of the most significant PBSA developers in London and, based 

upon real scheme specific Quantity Surveyor (QS) cost assessments they have 

received, actual costs are substantially higher than those used within the LPVS.  

Whilst the build costs used within the LPVS have been supplied by Turner & 

Townsend (a QS), this is not evidence in itself.  There is no evidence supporting 
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the Turner Townsend figures and it is not clear what measure of area (i.e. GIA 

or NIA) their build cost rate should be applied to.  This is a critical and highly 

sensitive appraisal assumption, but it is not properly evidenced and appears far 

too low. 

• We are concerned that the LPVS Addendum Report depicts a much more 

optimistic summary of the London property market changes since 2017 

compared to reports by independent research companies, leading to 

conclusions by the Addendum Report that the viability of schemes has 

improved.  Independent research carried out by MOLIOR was reported on in the 

Financial Times on 17 October 2018 that stated that rates of construction, 

planning applications and sales for 2018 are likely to be the lowest for some 

time, as far back as 2012.  Therefore there is a clear question as to whether the 

requirements of Policy H17 are based on the current reality.   

• Apart from some limited additional sensitivity testing, the LPVS Addendum 

Report provides no additional justification for the proposed London Plan Policy 

H17.  The fundamental flaws we documented in our representation all remain 

valid and un-addressed.  

The viability and general flaws in the LPVS which seek to justify the proposed Fast 

Track Route (and viability alternatives thereto) were summarised in our written 

statement to Matter 32.  It appears to us that the inclusion of a Fast Track Route 

(and viability alternatives thereto) would be unjustified and therefore unsound.  For 

the reasons set out above, there has not been sufficient viability evidence to 

support the current policy requirements.  This will obstruct the delivery of PBSA 

making the policy ineffective. 

The need for Purpose Built Student Accommodation 

The London Plan has identified a need for 3,500 student rooms per year as stated 

in their written statement for Matter 32.  PBSA provides a very efficient land use 

basis for meeting the needs for student housing, however PBSA developments 

have struggled to compete with other uses in London over recent years, due to not 

driving sufficient residual land value to help secure appropriate development land, 

especially in central areas of London.  The requirements discussed in this 

response will make it even more difficult for PBSA schemes to compete with other 

land values resulting in the virtual halt of the delivery of PBSA in London.  This will 

lead to significant unmet need for PBSA which will result in the housing 

requirements of students being met in the general housing market and therefore 

the creation of even more need for conventional C3 housing.  This an extremely 

inefficient policy approach to meeting the varying housing needs for the different 

sectors of London’s population.  London can ill-afford to waste precious land 

resources due to students occupying private rented accommodation from the 

general housing market that could be better used to the meet the needs of non-

students, including families. 

The implementation of the Plan would therefore be risked through the imposition of 

these requirements as the provision of PBSA would decrease and the needs of 

students would have to be met through the (already significantly under-pressure) 
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general housing market.  The New London Plan would then not be delivering on its 

key priority of providing an appropriate amount and mix of housing in London.  

We will be appearing on behalf of our client at the morning hearing session for 

Matter 92 on Friday 17 May 2019.  If you wish to discuss any part of this statement 

in further detail, please do not hesitate to contact me or my colleague Philip 

Freeman-Bentley 

Yours sincerely,  

 

 

Mathew Mainwaring 
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