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Glossary of Terms 

 

Adopted The Local Development Plan is adopted when the Authority’s Council 
Meeting decides it will be the Development Plan for the City and replace 
the existing Development Plan.  

Affordable Housing Residential development for sale or rent below market prices and 
retained as affordable in perpetuity 

Affordable Housing 
Allocation 

Land allocated for affordable housing either low-cost home ownership or 
to rent. 

Availability and 
Deliverability of Land 

Available land includes land which the owner is willing to develop or to 
sell for development. Deliverability relates to the economic viability of 
bringing a site forward; and to the absence of other material constraints 
to its development. 

Countryside Land outside the settlements identified within the Settlement Hierarchy 

Deposit Plan  A full draft of the Plan which is available for public consultation during 
the Deposit Period. 

Housing Allocation Residential development sites for a minimum of 5 units and identified in 
the Development Plan. 

Infrastructure  Infrastructure encompasses power supplies, water supply, means of 
sewage or surface water disposal, roads and other transportation 
networks, telecommunications and other facilities that are required as a 
framework for development. It can also encompass facilities and services 
needed to support communities, such as schools, parks and/or leisure 
facilities. 

Market Housing Housing for sale at market prices (can include self-build or custom build 
housing). 

Preferred Strategy The first formal strategy document for the review of the LDP which sets 
out the framework and overarching policies that will guide the policies 
and proposals relating to land use.  

Review Report A document which sets out where the current LDP needs to be changed 
and why. 

Settlement Hierarchy   Settlements are classified within the hierarchy according to the 
population, level of services and the sustainability of the settlement. 
Some small rural communities with very limited or no services will fall 
outside the hierarchy and are defined as countryside. 

Self-build/custom 
build housing 

Bespoke housing development commissioned and managed by the 
intended occupier. In all cases, whether a home is self-build or custom 
build, the initial owner of the home will have primary input into its final 
design and layout. 
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1. NON-TECHNICAL EXECUTIVE SUMMARY 

1.1 Burrows-Hutchinson Ltd (“BHL”) has been commissioned by Caerphilly County Borough 
Council (“CBCC” or “the Council”) to undertake a Plan-Wide Viability Assessment (“the Study”) 
for its Housing policies, with a particular focus on the financial viability of affordable housing 
and other site-specific s.106 obligations on market-led residential development sites. At a 
preliminary level, the Study has also considered the viable level of charges that might be 
levied towards the provision of strategic infrastructure to support the County Borough as a 
whole, under the Community Infrastructure Levy Regulations (“CIL”). 

1.2 The Study responds to the guidance in the Development Plans Manual, which requires a Local 
Planning Authority (LPA) to undertake a high-level viability appraisal to assess the broad levels 
of development viability in different housing market areas, which could result in a range of 
affordable housing percentages being sought across the LPA’s administrative area. 

1.3 The Study has drawn on market evidence of house prices from a range of development sites 
across the County Borough, prepared from Hometrack Data Hub records, prior to discussion 
with stakeholders at a Viability Study Group meeting in November 2025. In terms of Viability, 
this has led to the identification of four sub-market areas across the County Borough, which 
are identified with their settlement names in the table in Policy SP9 in the Deposit Plan (see 
Appendix A to this Report).  

1.4 For development costs, the Study relies primarily on discussions with stakeholders during that 
Viability Study Group session; supplemented by further discussion with individual 
stakeholders in January, February and April 2026, as a means of gathering additional evidence. 
Reference has also been made to data from the Building Cost Information Service (BCIS), as 
appropriate. 

1.5 This development cost data is summarised at Appendix B, alongside the results of the high-
level plan-wide viability assessments that BHL has undertaken. The assumptions that lie 
behind those high-level viability assessments are explained in more detail in section 5 of this 
Report. 

1.6 For any development proposal to be “financially viable”, it must be demonstrated that it is 
capable of delivering a competitive, market risk-adjusted return to a developer; and a land 
value that is sufficient to encourage a landowner to sell for the proposed use. Once again, the 
Study relies on a combination of market evidence, settled viability cases and engagement with 
industry stakeholders in this respect. 

1.7 The main conclusion derived from this Study is that it should be financially viable for market-
led residential developments to deliver the following percentages of affordable housing on-
site, as part of the overall mix of dwelling types and tenures in those developments, in each of 
the sub-market areas identified at Appendix A: 

 

Flats Houses

Band £/m² 10 10 20 30 40 50 75 100

AH % 0% 0% 0% 0% 7.5% 10% 16% 18%

CIL £/m² £0.00 £0.00 £0.00 £85.00 £50.00 £85.00 £80.00 £85.00

AH % 0% 0% 5% 15% 20% 22% 26.7% 25%

CIL £/m² £0.00 £0.00 £62.00 £85.00 £85.00 £85.00 £85.00 £150.00

AH % 0% 0% 20% 25% 30% 32% 34.7% 35%

CIL £/m² £0.00 £70.00 £70.00 £85.00 £80.00 £85.00 £110.00 £140.00

AH % 0% 10% 30% 35% 35% 40% 40% 40%

CIL £/m² £0.00 £70.00 £85.00 £85.00 £125.00 £70.00 £125.00 £170.00
4 £3,500

£2,750

2 £3,000

3 £3,250

1

Value Band ----------- Mixed : Houses & Walk-up Flats ----------
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1.8 It can be seen from this table that, for market-led developments, on-site delivery of affordable 
housing is unlikely to be viable for sites of 30 units or less in the lowest value band/areas; and 
is not viable for the 10-unit typology in all but the highest value band/areas. Small apartment 
schemes of c.10 units do not show a viable capacity for on-site affordable housing in any of 
the submarket areas, without subsidy. 

1.9 Some smaller developments in this category should, however, be able to make a financial 
contribution towards the off-site delivery of affordable homes. At present, this is calculated in 
accordance with the Council’s current Affordable Housing SPG (November 2020) and Viability 
Guidance Note (July 2022).  

1.10 This part of the Study’s findings has informed Policy SP9 (Provision of Affordable Housing) in 
the Deposit 2RLDP. 

1.11 A further element to this Study would ordinarily be an examination of site-specific viability 
appraisals for as many of the housing allocations that the Council has identified in 2RLDP as it 
is feasible to include in such a review.  It is recommended that such further work is carried out 
over the course of the next few months, in tandem with the progression of master planning 
studies that will provide the site-specific cost information that such appraisals require. To fully 
comply with the policy requirements in PPW12, all sites allocated for residential development 
in the Deposit 2RLDP – and particularly the larger/more significant allocations, for delivery of 
the plan – should be able to show that their proposed development is financially viableA. 

 

A See the opening sentence in paragraph 4.2.20 of PPW 12 
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2. RICS COMPLIANCE 

2.1 Prior to accepting the commission referred to in paragraph 1.1 above, it was confirmed that 
BHL has no actual/potential conflict of interest in undertaking the Study. BHL does not act for 
any site promoter(s), landowner or developer, who might have a financial or other beneficial 
interest in the outcome of the Study. 

2.2 BHL also confirms that the fees agreed for this Study are not performance-related or in any 
way contingent on the outcome of the Study or the conclusions reached in this Report. 

2.3 In accordance with the RICS Professional Standard entitled Financial Viability in Planning: 
conduct and reporting (April 2023), BHL confirms that the High-Level Viability Assessments 
(“HLVA’s”) that form the subject of this Report have been undertaken impartially, in an 
objective way and without interference. 

2.4 It is also confirmed that all relevant and available sources of information have been taken into 
account; and that, in accordance with best practice, the Study has relied on market-based, 
rather than client-specific, information. 

2.5 The Council expects there to be further engagement with developers, landowners and the 
construction industry more generally during the period when the Replacement LDP is on 
deposit. To ensure that the viability evidence that supports relevant policies in the RLDP is as 
up to date and robust as possible, it is likely that at least some assumptions on which this 
Study has been based will be reviewed prior to submission of the Plan for ExaminationB. 

2.6 This Report refers, in places, to the RICS Guidance Note entitled Financial Viability in Planning 
(GN 94/2012) as more recent Guidance issued in March 2021 on Assessing Viability in Planning 
under the National Planning Policy Framework 2019 for England has a more direct application 
in England, rather than Wales. The spirit of the Guidance has changed little between 2012 and 
2021; and has been developed in any event by relevant case law, which the methodology 
behind this Report takes into account. 

2.7 In addition, the Planning Officers Society Wales has commissioned and endorsed a Viability 
Guidance Note for Wales, which aims to incorporate and interpret the more recent guidance 
referred to in the preceding paragraph in the context of Welsh planning policy. This is referred 
to in more detail at paragraphs 4.14 – 4.18 of this Report. It is also referred to in para. 8.29 of 
the Deposit 2RLDP. 

 

B Paragraph 5.97 in the Development Plans Manual refers to the need for evidence “to remain relevant, up to 
date and proportionate to the stage reached” in the statutory plan preparation process. 
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3. BACKGROUND AND POLICY CONTEXT 

3.1 Caerphilly County Borough Council is preparing a 2nd Replacement Local Development Plan, 
covering the period from 2020 – 2035. When adopted, it will provide a revised and updated 
policy framework to guide development across the County Borough. It will inform planning 
decisions taken by the Council. In the interim, the existing Local Development Plan remains in 
place until the 2nd Replacement Local Development Plan (“2RLDP”) is adopted. 

3.2 The Council has commissioned Burrows-Hutchinson Ltd (“BHL”) to carry out a Plan-wide 
Viability Assessment (“the Study”) of its Housing Policies, with particular regard to the 
potential for developments that include a residential element, to accommodate: 

• affordable housing contributions (whether on site, or as an off-site contribution); and 

• other s.106 obligations as identified in the Council’s current Planning Obligations SPG 
(December 2025). This is currently under review – see Appendix 1 to the Deposit RLDP, 
where it is listed as a priority SPG update. 

In addition, the Study: 

• makes recommendations on high-level targets for the proportion of affordable housing 
that it should be viable for sites to deliver – on a locational basis, for each of the housing 
market areas identified from this Study.  

• assesses whether or not smaller sites (of fewer than 10 dwellings) can support affordable 
housing contributions. 

3.3 In order to identify high level targets, sales values achieved on recent developments in a range 
of locations across the Plan area were collected and analysed. 

3.4 Over a period from 2022 onwards, the Council received candidate site viability assessments 
from site promoters for many of the sites now allocated for development in Policy HO1 of the 
Deposit 2RLDP. BHL has not had an opportunity to review those assessments with the site 
promoters concerned; and in any event, several will need to be updated to account for market 
and regulatory changes since they were submitted. That exercise will be undertaken over the 
course of the next few months, prior to 2RLDP being submitted for Examination. Account may 
also need to be taken of representations made during public consultation on the Deposit plan.  

3.5 The above exercise will cover as many of the site allocations as it is feasible to include; bearing 
in mind that site-specific viability assessments contribute to the soundness of a development 
planC. 

3.6 This Study/Report also draws on evidence gathered for and from  

a) engagement with industry stakeholders at a Viability Study Group meeting in November 
2025, supplemented by further discussion with individual stakeholders between January 
and April 2026 to gather additional evidence, focused specifically on development costs 
and values in Caerphilly; and 

b) the series of Viability Study Group meetings and workshops held across South Wales over 
the past 12 months, which provide a broader evidence base on costs and benchmark land 
values. 

National Policy Context 

3.7 The delivery of new housing is one of the key issues facing Planning Authorities in Wales. The 
importance of new housing to meet social needs and allow communities to grow is recognised 

 

C See paragraph 1.7 in the POSW Viability Guidance Note for Wales (https://www.posw.wales/news-and-
info/posw-viablity-guidance-note/)  

https://www.posw.wales/news-and-info/posw-viablity-guidance-note/
https://www.posw.wales/news-and-info/posw-viablity-guidance-note/
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by Welsh Government, as is the important role of new house building in generating economic 
growth. 

3.8 The national planning system therefore seeks to facilitate the construction of new homes in 
appropriate locations and is clear that the LDP should act as an effective tool for the delivery 
of sustainable development and local aspirations. Ensuring that LDP policies and allocations 
are viable and deliverable is therefore a guiding principle for LDP’s; and is a key element of 
meeting the tests of soundness set out in the Welsh Government Development Plans Manual 
(Edition 3, 2020) and examination procedural guidance issued by Planning and Environment 
Decisions Wales (PEDW) in November 2022. 

Welsh Government Development Plans Manual (Edition 3, March 2020) 

3.9 At paragraph 3.10, the Development Plans Manual notes that one of the key outcomes of the 
LDP system is to:  

“7) Deliver what is intended through deliverable and viable plans, taking into account 
necessary infrastructure requirements, financial viability and other market factors”. 

3.10 It also requires that Development Management policies should set out any relevant mitigation 
/compensation requirements, based on viability assessments and legislation parametersD. 

3.11 The Manual suggests that the Candidate Site process should be used to frontload provision of 
a viability assessment. It also notes that to support delivery of the Plan, site-specific testing in 
the form of a viability appraisal should be undertaken for sites which are key to delivering the 
plan, demonstrating that they are deliverable in principleE. The Manual’s “preferred approach 
is for this to be done in conjunction with a site promoter …”. 

3.12 A plan-wide financial viability appraisal should also be undertaken as early as possible, ideally 
at the candidate site stage, but no later than depositF. This Study addresses that requirement. 

3.13 The Manual further states that affordable housing policy in the LDP should have percentage 
targets and thresholds that relate to an evidence-based viability study. Where they differ, e.g. 
for locally specific circumstances, this should be clearly justified and explained. 

3.14 The Manual includes the following definition of Viability: 

“Development can be considered viable if, after taking account of all known costs including: 
Government policy/regulations, all construction and infrastructure costs, the cost of and 
availability of finance, other costs such as fees and a contingency sum, the value of the 
development will generate a surplus sufficient to provide both an adequate profit margin for 
the developer and a land value sufficient to encourage a land owner to sell for the proposed 
use. Development can also be made viable through the availability of Government grants.” 

3.15 The delivery of affordable housing is recognised to be a key national priority; and LPA’s should 
maximise the delivery of affordable housing in their LDP’s. But it is also recognised that targets 
for the delivery of affordable homes must be realistic. The overarching aim of a high-level 
viability study is to ensure the key inputs within it are clear, realistic and relevant; and that 
affordable housing targets and thresholds are viable for the majority of casesG. 

 

D For a full list of necessary content, see Table 1 on pages 16 – 19 of the Manual. 
E See paragraphs 3.52 and 5.89 of the Manual. 
F See paragraph 3.55 of the Manual. 
G See paragraph 5.105 – 5.108 in the Manual 
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Planning Policy Wales (Edition 12) and Technical Advice Notes 

3.16 PPW 12 states that as part of demonstrating the deliverability of housing sites, financial 
viability must be assessed prior to their inclusion as allocations in a development planH. 

3.17 In the same paragraph, PPW 12 demands that at the ‘Candidate Site’ stage of development 
plan preparation landowners/developers should carry out an initial site viability assessment 
and provide evidence to demonstrate the financial deliverability of their sites. In its initial 
requests for information from candidate site promoters, the Council has asked a range of 
questions aimed at identifying potential constraints to delivery of these sites; and/or the 
likelihood of there being significant “abnormal” costs associated with their development. 

3.18 PPW 12 states that at the Deposit Stage of a new Plan a high-level plan-wide viability appraisal 
must be undertaken to give certainty that the development plan and its policies can be 
delivered in principle, taking into account affordable housing targets, infrastructure and other 
policy requirements. In addition, for sites which are key to the delivery of the plan’s strategy, a 
site-specific viability assessment should be undertaken. None of the housing allocations in 
Policy HO1 of the Deposit 2RLDP have been identified as “key”; but it is proposed to review 
and update site-specific viability assessments for as many of them as possible over the course 
of the next few months, before 2RLDP is submitted for Examination. 

3.19 Technical Advice Note 2: Planning and Affordable Housing sets out additional guidance on 
affordable housing. It requires LPA’s to include either site thresholds or combinations of site 
thresholds and site-specific targets in their plans. It notes that LPA’s may identify sites for up 
to 100% Affordable Housing. 

3.20 Technical Advice Note 6: Planning for Sustainable Rural Communities notes that development 
plans should include sufficient land to meet market and affordable housing needs across the 
planning authority’s area. It notes that in rural areas, planning authorities may wish to give 
priority to affordable housing to meet local needs. 

Future Wales: The National Plan 2040 

3.21 Future Wales (FW) is the highest tier of development plans in Wales, focusing on issues and 
challenges at a national scale. This framework is to be built upon by Strategic Development 
Plans (SDPs) at a regional sub-level and (once the current review cycle of LDP’s has concluded) 
by Local Development Plan Lites (LDPL’s) at a local authority level. LDP’s must support Future 
Wales; and the strategic decisions they take must conform to the direction provided by FW. 
The Council’s Replacement LDP is therefore guided and bound by FW’s strategic direction and 
ambitions; and has regard to the outcomes identified within it, the first of which notes the 
following: 

Our cities, towns and villages will be physically and digitally well connected, offering good 
quality of life to their residents. High-quality homes meeting the needs of society will be well 
located in relation to jobs, services and accessible green and open spaces.  Places will meet and 
suit the needs of a diverse population, with accessible community facilities and services. 

3.22 FW notes that the provision of affordable homes should become a key focus for housing 
delivery. To facilitate this, Policy 7 of FW provides guidance in respect of making provision for 
affordable housing through development plans, as follows: 

Policy 7 – Delivering Affordable Homes  

The Welsh Government will increase delivery of affordable homes by ensuring that funding for 
these homes is effectively allocated and utilised.  

 

H Paragraph 4.2.20 in PPW12 
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Through their Strategic and Local Development Plans, planning authorities should develop 
strong evidence-based policy frameworks to deliver affordable housing, including setting 
development plan targets based on regional estimates of housing need and local assessments. 
In response to local and regional needs, planning authorities should identify sites for affordable 
housing led developments and explore all opportunities to increase the supply of affordable 
housing. 

3.23 It is the aim of this evidence to support the provision and delivery of affordable housing across 
Caerphilly, by identifying realistic and achievable targets for maximising the delivery of 
affordable housing through the planning system. As noted above, these targets are informed 
by viability evidence to support the robustness and realistic delivery of the targets. 

PEDW Local Development Plan Examinations: Procedure Guidance November 2022 

3.24 The PEDW guidance says that viability evidence would normally be presented to demonstrate 
an LPA’s compliance with Soundness Test 2 (i.e. is the plan appropriate for the area in light of 
the evidence). 

3.25 The Guidance note also clarifies that in order to demonstrate compliance with Soundness Test 
3 (i.e. is the Plan likely to be effective and will it deliver?), viability evidence should show that 
proposals (particularly allocations) are likely to be delivered as anticipated. 

3.26 The national policy position reflects the growing recognition within Planning of the critical link 
that exists between aspirations set out in development plans and the delivery of individual 
site allocations, in achieving timely and sustainable development during the course of the Plan 
period. 

3.27 The ability to demonstrate that LDP allocations will come forward during the plan period also 
helps to provide evidence that the Council will meet the requirements in PPW to ensure that 
sufficient land is available, or will become available, to provide a sufficient supply of land for 
housing. 

Welsh Government Affordable Housing Design Requirements 2021 

3.28 The Welsh Government introduced the Welsh Development Quality Requirements (WDQR) to 
improve minimum design standards for all new affordable housing constructed by registered 
social landlords (RSLs) and private developers constructing affordable homes to be transferred 
to an RSL. It prescribes minimum gross internal floor areas for each type of dwelling and the 
number of people it is intended to accommodate, including minimum bedroom size and 
dimensions. It also prohibits the use of fossil fuel heating/hot water systems and requires an 
Energy Performance Certificate (EPC) rating ‘A’ in terms of the fabric of the building; although 
these last two requirements (relating to energy efficiency) are not yet applicable to affordable 
homes delivered via s.106 obligations on market-led housing sites. 

3.29 The WDQR has been accounted for in this Study in relation to the minimum space standards 
that are required for all new affordable homes. Open market dwellings are not subject to a 
minimum design standard; meaning that a private developer can build open market dwellings 
that are smaller in size; and whose EPC rating is governed by Building Regulations rather than 
the WDQR. The build costs used in this Study reflect the above factors. 

Local Policy Context 

3.30 A Local Housing Market Assessment (“LHMA”) has been undertaken by the Council, covering 
the period from April 2024 to March 2028 and the scale of housing need within 20 housing 
market areas. When condensed into the five Masterplan Areas identified in the Council’s 
Preferred Strategy, this yields the requirements summarised in the table at the top of the next 
page of this Report. 
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3.31 The Local Housing Market Assessment indicates that the main need is for 1-bed affordable 
homes; and a preference for these to be provided as apartments rather than bungalows. 74% 
of the total requirement is for social rent and 26% intermediate tenure. The high-level, plan-
wide viability assessments have been undertaken on that basis.  
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4. METHODOLOGY 

4.1 The following three principles underlie any proper understanding and assessment of viability 
in a Planning context: 

a) Evidence based judgement: assessing viability requires judgements, informed by the 
relevant available facts. It requires a realistic understanding of the costs and the value of 
development in the local area, and an understanding of the way the market operates.  
Understanding past performance too, in relation to build out rates (for example) and the 
scale of historic planning obligations, is a useful starting point; as is the form and scale in 
which new development has generally come forward. Direct engagement with the 
development sector/industry and other key stakeholders is helpful and desirable for 
accessing evidence. 

b) Collaboration: as outlined in the Development Plans Manual Edition 3, a collaborative 
approach involving the local planning authority, business community, developers, 
landowners and other interested parties will improve understanding of deliverability and 
viability. Transparency of evidence should be encouraged wherever possible. It is also 
important to look ahead, in conjunction with the stakeholders just mentioned, and to make 
any reasonable adjustments to past performance that may be appropriate and necessary 
to achieve future aims and objectives. 

c) A consistent approach: local planning authorities should be encouraged to ensure that 
their evidence base is fully supported by a comprehensive and consistent understanding of 
viability across their areas. For the purposes of the Caerphilly Study, this has been achieved 
by the assembly of a Plan-wide database of development costs and values. It is also 
important that the methodology used in undertaking the viability assessments should be 
applied in a consistent fashion across the Plan area, as it has been in this case. 

Mid and South West Wales Regional Viability Commission 

4.2 At the end of 2018, as part of a Regional Planning initiative, the eight LPA’s in what was then 
the Mid and South West Wales region (MSWWR) published a Commission for the following 
brief, for which BHL was selected after a tendered procurement process. The Commission was 
divided into four parts: 

a) the preparation of a Regional Database of local house prices achieved on new/recent 
residential developments, together with a Regional Viability Model/Toolkit capable of 
making reliable and transparent high-level assessments of the financial viability of typical 
development typologies and, where appropriate, of key/allocated sites in the absence of 
more site-specific data; 

b) the delivery of a site-specific Development Viability Model (DVM) that is cashflow-based 
and sufficiently transparent to win the confidence of those involved in the consideration of 
viability issues in a Planning context; 

c) the provision of training for Planning Officers and others within the 8 LPA’s, not only in the 
use of these two Models, but also in the principles of assessing development economics 
generally, and in the application of precedents from Planning Appeal decisions and other 
guidance; 

d) the establishment of a format for presenting evidence on financial viability in a consistent 
and appropriately transparent way across the region. 

4.3 The principles of this initiative were based not only on recommendations in the Harman 
Report (Viability Testing Local Plans : June 2012), but also on subsequent studies, such as the 
Arcadis Report on a Longitudinal Viability Study of the Planning Process in Wales, published in 
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February 2017. Two of the key objectives of the MSWWR Commission were (a) to reach an 
improved understanding generally of viability issues, in a Planning context; and (b) to develop 
existing skills within the 8 commissioning LPA’s, through knowledge transfer and provision of 
the two Viability Models. 

4.4 Following that original commission, use of the 2 models/toolkits (RVM and DVM) spread to 
the 10 LPA’s in South East Wales; and the site-specific DVM is now in use across all 18 LPA’s in 
South and Mid Wales for new Candidate Site assessments. In several cases, it has also been 
used to address viability issues in a Development Management context. Various modifications 
have been made to the original DVM template to facilitate its use in this wider role; and both 
models are also available now to the remaining 7 LPA’s in North Wales. 

4.5 The High-Level Plan-Wide Viability Assessments in this Study have been undertaken using the 
Regional Viability Model (RVM). Evidence on current house prices has been drawn from the 
HometrackI database, which combines data from HM Land Registry, the EPC Register and 
other sources. Where available, this has been supplemented with other market information.  

4.6 Costs used in the financial appraisals undertaken for this Study are based on a combination of 
information from the BCIS database, input from stakeholders at a succession of workshops 
and Viability Study Group sessions in South West and South East Wales, and data drawn from 
a number of site-specific cases, where appraisals have been carried out on an “open book” 
basis with the developers concerned. This last source includes data from candidate site 
submissions and Development Management cases. 

4.7 Some of the information in this last category is commercially sensitive, and the Study is bound 
to respect and safeguard the confidentiality of such data in an appropriate way. This is 
possible though, without unduly compromising the transparency of the evidence base, given 
that one of the objectives of the Study is to reach a position where those participating, and 
with an interest, in the LDP Review, will accept and consider its process and conclusions to be 
fair and reasonable. 

4.8 Both the site-specific DVM, and the Regional Viability Model for plan-wide assessments at a 
higher level, are constructed to produce a residual value that represents the development 
profit; i.e. what is left after all development costs – including the land cost (or “benchmark 
land value”) – have been deducted from the gross development value (or total revenue). This 
residual estimate of profit can then be compared with whatever target margin is considered 
appropriate for that particular development, having regard to benchmark levels of profit that 
reflect a “market risk adjusted return”. 

4.9 The “market risk adjusted return to a developer” is a phrase originally used in RICS Guidance 
Note GN 94/2012 on Financial Viability in Planning. The words reflect the principle that the 
level/degree of risk inherent in any of the figures used in a Viability Appraisal, as well as the 
nature (and the relative complexity) of the development, are relevant to the percentage 
return that the scheme can be expected to yield for the developer. That “return” does, and 
will, also vary according to the respective levels of supply and demand, in any given set of 
economic and market circumstances. 

4.10 This “return” will typically be described either as a percentage of GDV – where the percentage 
is calculated by dividing the residual profit figure by the gross development value of the 
project – so effectively the same as a Profit on Turnover for any other commercial enterprise; 
or as a Profit on Cost, where the profit is expressed as a percentage of all development costs. 

4.11 Profit on GDV is the measure normally used to assess the viability of residential development; 
but both the DVM and the Regional Viability Model provide an estimate/calculation of “Profit 

 

I https://www.hometrack.com/data-services/housing-intelligence/  

https://www.hometrack.com/data-services/housing-intelligence/
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on GDV” and “Profit on Cost”. The Models both estimate the finance/funding costs associated 
with a project on the basis of cash-flowed assumptions over income and expenditure, adding 
transparency to the Models’ outputs. 

4.12 With the Regional Viability Model, all inputs appear on the same page as the outputs (in the 
form of an Appraisal summary); making it easier to assess the impact of any changes that the 
user might want to make to those inputs – e.g. for testing an alternative scenario. 

4.13 Both Models also provide facilities for sensitivity testing the initial Appraisal results; and can 
produce Sensitivity Tables that illustrate how, in broad terms, incremental changes in selected 
key variables would impact on development profit. The Tables also reveal how certain changes 
in the proportion of affordable housing, and in the tenure mix, could affect the developer’s 
return. These features reflect the strong recommendation in RICS and other Viability Guidance 
that financial appraisals should be subject to sensitivity testing; and also that more complex 
schemes may merit additional scenario/simulation analysis. 

Viability Guidance Note for Wales 

4.14 Since 2012, the RICS Guidance Note entitled Financial Viability in Planning (GN 94/2012) has 
been the main text for guidance on Viability in Planning throughout England and Wales. With 
the introduction of Planning Practice Guidance in England (on Viability and other issues) and 
changes to the English National Planning Policy Framework, RICS Guidance has been updated 
in the way described at paragraph 2.6 of this Report. However, that more recent Guidance has 
(arguably) a more direct application in England, rather than Wales. 

4.15 With the aim of ensuring consistency with the latest RICS Guidance, but in the context of 
Welsh planning policy, the Planning Officers Society Wales has commissioned and endorsed a 
Viability Guidance Note for WalesJ. This new Guidance Note for Wales recognises the Welsh 
Government’s emphasis (in Planning Policy Wales) on determining the financial viability of 
development allocations at the plan-making stage; to avoid delays caused by viability issues 
and uncertainty arising at the development management stage of the Planning process. 

4.16 The Viability Guidance Note for Wales describesK how viability assessments have a purpose at 
the plan-making stage, not only in helping to ensure that sites allocated for development in a 
local development plan are capable of being delivered; but also in informing communities 
where new development is planned on the nature and extent of the infrastructure, affordable 
housing, local facilities and/or other measures that it is viable for the development to provide. 
It also confirms the principleL that, both in plan-making and decision-taking, viability helps to 
strike a balance between the aspirations of developers and landowners, in terms of returns 
against risk, and the aims of the Planning system to secure maximum benefits in the public 
interest through the granting of planning permission. 

4.17 In its Foreword to the new Guidance Note, POSW observes that the purpose of the Guidance 
Note is to supplement existing policy and guidance from Welsh Government; and that it can 
be adopted by a Local Planning Authority, by means of Development Plan policy and/or as 
Supplementary Planning Guidance, to form a material consideration in determining planning 
applications. 

4.18 All the viability assessments comprised in this Study have been undertaken in accordance with 
the Viability Guidance Note for Wales, as commissioned and endorsed by POSW. 

 

J https://www.posw.wales/news-and-info/posw-viablity-guidance-note/  
K See paragraph 1.6 in the Viability Guidance Note for Wales. 
L See paragraph 1.8 in the Viability Guidance Note for Wales; echoing the final sentence in Paragraph 011 of 
the English Planning Practice Guidance on Viability, as well as paragraphs 5.105 – 5.107 of The Manual. 

https://www.posw.wales/news-and-info/posw-viablity-guidance-note/
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The Caerphilly Study 

4.19 As stated earlier in this Report, site-specific viability assessments have not yet been reviewed 
for Caerphilly’s housing allocations in Policy HO1 of 2RLDP. BHL recommends that this work 
follows, once master planning for those sites has progressed sufficiently to establish more 
reliable, site-specific cost information. 

4.20 BHL is aware that candidate site viability assessments have been submitted for most of the 
housing site allocations in Policy HO1; but, as noted in section 3 above, BHL believes all will 
need to be updated to reflect current costs, values and the policy requirements now set out in 
the Deposit 2RLDP. 

4.21 This Study has solely concerned the high-level assessment of various site typologies; from 
apartment schemes of 10 units, through to mixed housing/apartment typologies of 10, 20, 30, 
50, 75 and 100 dwellings, so as to provide a general indication of the levels of affordable 
housing and either CIL or s.106 obligations that ought to be viable in a variety of locations and 
market areas across the County Borough. The typologies selected and tested for viability are 
shown in the table at Appendix B. These typologies were determined from a study of recent 
planning consents and a review of likely new site allocations in the Council’s 2RLDP. 

4.22 High-level viability assessments were undertaken across the complete range of site typologies, 
for a stepped range of market values identified from an updated study of house prices across 
the County Borough; and after discussion with industry stakeholders at the Viability Study 
Group meeting in November 2025. 

4.23 The assumptions on development costs (including benchmark land values) that were made in 
these assessments and the profit margins required to achieve a viable development are also 
set out in Appendix B. A more detailed explanation of the background to Appendix B is given 
in Section 5 of this Report. 

4.24 The dwelling mix adopted in the high-level assessments for each typology, set out in full at 
Appendix C, produces an overall average dwelling size of 93.2 sqm across the full range of 
typologies. The mix has been informed by a review of the typical mix of dwelling types arising 
from recent planning applications and permissions, as well as findings from the LHMA (see 
section 3 above). 

4.25 The results from these high-level viability assessments, reproduced in the table below, were 
used to inform the percentages of affordable housing (shown in the table in Policy SP9 of the 
Deposit plan), that it should be viable for new residential developments to provide on-site. 

 

4.26 The Study has also concluded that it is not realistic to expect new developments of fewer than 
10 dwellings, or flatted schemes of the size tested, to deliver affordable housing on-site. It 
may, however, be reasonable to expect smaller developments in this category to make some 
financial contribution towards off-site delivery of affordable homes instead. 

Flats Houses

Band £/m² 10 10 20 30 40 50 75 100

AH % 0% 0% 0% 0% 7.5% 10% 16% 18%

CIL £/m² £0.00 £0.00 £0.00 £85.00 £50.00 £85.00 £80.00 £85.00

AH % 0% 0% 5% 15% 20% 22% 26.7% 25%

CIL £/m² £0.00 £0.00 £62.00 £85.00 £85.00 £85.00 £85.00 £150.00

AH % 0% 0% 20% 25% 30% 32% 34.7% 35%

CIL £/m² £0.00 £70.00 £70.00 £85.00 £80.00 £85.00 £110.00 £140.00

AH % 0% 10% 30% 35% 35% 40% 40% 40%

CIL £/m² £0.00 £70.00 £85.00 £85.00 £125.00 £70.00 £125.00 £170.00
4 £3,500

£2,750

2 £3,000

3 £3,250

1

Value Band ----------- Mixed : Houses & Walk-up Flats ----------
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5. HIGH-LEVEL VIABILITY ASSESSMENTS 

5.1 As described in Section 4, high-level financial assessments to inform the general (rather than 
more site-specific) policies regarding affordable housing and either CIL or s.106 obligations – 
and the level of such obligations that can be expected to be viable – have been undertaken 
using the Regional Viability Model. The following paragraphs describe the evidence base for 
the inputs used in those High-Level Assessments. 

Gross Development Value 

5.2 Data on the prices at which houses have sold in different parts of Caerphilly have been 
obtained via Hometrack, which collates sales evidence from HM Land Registry’s website as 
well as valuations for secured lending. Hometrack data also provides EPC ratings and the Gross 
Internal Area derived from either the EPC Register or from data submitted as part of the 
process of complying with Building Regulations. Other relevant information is also available on 
websites such as Rightmove and Zoopla, as well as from the LPA’s own records. Careful and 
thorough analysis of this data is necessary to provide a reliable and robust evidence base for 
viability assessments. That includes recognition of differentials in the popularity of specific 
housing areas, sometimes not all that far apart geographically, which have a bearing on the 
market values that are likely to be achieved on a particular development site. 

5.3 Housing values can also be affected/enhanced by good design, and by creating attractive living 
environments that are well-serviced and sustainable (i.e. by “place-making”). Well-conceived 
and well-executed housing developments, in particular, will usually command higher values/ 
selling prices than those achieved for second-hand stock. 

5.4 A summary of the up-to-date evidence for Caerphilly, drawn from the sources referred to in 
paragraph 5.2 above, was presented to the Viability Study Group meeting (November 2025) in 
the format shown at Appendix D. Where possible the data has focused on sales within the last 
3 years. However, where there is limited sales data for a geographical area, or few examples 
of ‘good comparable developments’, the period has been broadened. The primary focus has 
been on first transactions of new build property; but, given the timescale, second-hand or 
second sales have also been included to build a full picture of the “tone” for market values in a 
specific area.  

5.5 Various comments and questions were raised by stakeholders, summarised here as follows: 

a) there has been relatively little market-led development in recent years in many parts of the 
County Borough, leading to a paucity of good evidence across much of Caerphilly; 

b) one reason for this is the overall viability of policy in the current LDP, in particular that 
relating to affordable housing; and 

c) where there is evidence from “new build” sales, it is suggested that values have been 
artificially inflated by demand exceeding supply. 

5.6 Reflecting on this input from stakeholders, although the final slide at Appendix D suggested 
that the high-level plan-wide viability assessments would be run at a range of values from 
£2,750 psm to £3,750 psm for open market homes, BHL concluded that the range should be 
limited by excluding the highest level. The plan-wide assessments were therefore run at 
values of: 

• £2,750 psm 

• £3,000 psm 

• £3,250 psm 

• £3,500 psm 



 

Caerphilly Council: Preliminary Viability Report for 2nd Replacement LDP – October 2026 Page | 14 

It is considered that this range of values fairly represents the level of house prices that should 
be achievable in different parts of the County Borough, without testing to the margins of what 
may be viable. 

5.7 Transfer values for affordable housing in Caerphilly are currently determined on the basis of 
annual household incomes across the County Borough. For new social rented homes, a single 
table of rates, which varies by dwelling type (see Appendix E), is applied in all areas/locations 
across the County Borough. These rates were reviewed with effect from October 2025; and 
will increase annually in future, in line with changes to the Social Rent Cap that is set by Welsh 
Government. 

5.8 For affordable housing that will be let at intermediate rent levels, the table on the right-hand 
side of Appendix E, shows current rent levels and current transfer values in different parts of 
the County Borough. 

5.9 BHL’s plan-wide viability assessments have been based on these transfer values and (for the 
required intermediate rent element) the variation between different areas; and have assumed 
a 74%/26% split between social rented and intermediate tenures, based on the Council’s 2024 
– 2028 LHMAM. 

Rate of Sales and Development Programme 

5.10 The rate at which new homes may be sold on the open market will vary from site to site, 
depending not only on the demand for new homes in any given location (which will also 
determine their selling price), but also very often on the size of the site being developed.  A 
higher volume of sales each year will normally be achieved on the larger sites; although this is 
also influenced by the market knowledge of the larger/volume housebuilders, who will tend to 
build on sites where they expect a higher volume of demand. 

5.11 Where possible, developers will try to match the rate at which they build to the rate at which 
the new homes can be sold; but this is not always possible to achieve, particularly when there 
are fluctuations in the market and/or when macroeconomic conditions create uncertainty.  
This is one area of risk for a developer that may not always be appreciated or understood. It is 
one of the things that need to be reflected in the percentage margin/return that is allowed to 
the developer. 

5.12 On a majority of new housing developments, there will be an “overhang” period between the 
date on which final construction works are completed, and the date on which the last market 
sale is completed. The Regional Viability Model contains features that allow the user to specify 
the anticipated/assumed development period, and to decide whether or not to link that with 
the rate at which houses are likely to sell; and to include allowance for the “overhang” period 
just mentioned. 

5.13 A broad analysis of the rate at which new homes have sold in recent years has been made as 
part of this Study; and the open market sales rates shown at Appendix B (ranging from 10 
units per annum on the smallest typology, up to 36 per annum on the 100-unit typology) are a 
reflection of the conclusions drawn from that exercise. 

5.14 The rate at which affordable homes within a mixed tenure scheme are delivered will not 
necessarily be the same as the rate at which the open market dwellings are sold.  It will often 
be a requirement of a s.106 obligation for the affordable housing to be delivered before all the 
open market homes are occupied.  High-level assessments undertaken with the Regional 
Viability Model assume that the rate of delivery for the affordable homes will broadly match 
the rate at which open market dwellings are occupied on the site, but without the “overhang” 

 

M See paragraph 3.31 above 



 

Caerphilly Council: Preliminary Viability Report for 2nd Replacement LDP – October 2026 Page | 15 

mentioned above. This is considered to be a reasonable reflection of the way in which most 
s.106 obligations operate. 

Development Costs 

5.15 The Building Cost Information Service (BCIS) runs a database on construction costs drawn 
from development schemes across the UK, which provides subscribers with adjusted cost 
estimates for a particular locality/area. Thus, BCIS data on Average Prices for Residential 
Facilities is commonly used as a guide to establish the basic cost of building houses (often 
referred to as “plot cost”) in a given area. It is generally accepted as offering a useful and 
reliable basis for viability assessments, but its data outputs require proper interpretation for 
three main reasons: 

a) the data is presented as a range of costs; and whilst it may have been customary to adopt 
the mean or the median rate (from this range) as a natural starting point, cost rates vary 
according to the complexity and scale of each development, as well as according to the 
underlying characteristics/nature of each site. 

b) the national/volume housebuilders do not generally contribute to the database; yet those 
companies are best able to achieve economies of scale. The absence of data from their 
developments not only reduces the direct relevance of the BCIS data to larger 
development sites, many of which are controlled and/or built out by these larger 
companies; but also, because the BCIS database is not a complete and fully-balanced 
industry dataset, it could be said that the median, upper and lower quartile cost rates 
would present a different picture if cost information from those larger companies were 
included. 

c) data is often submitted to BCIS with differing degrees of detail; and examination of the 
more detailed cost analyses for individual sites reveals a degree of inconsistency in the way 
that costs are often set out/recorded on the database. 

5.16 For some, more rural, locations there is another issue with the BCIS database; namely that the 
information available is based on a very small sample of sites/schemes, sometimes only in 
single figures; and with little recent evidence in the data sample. This applies particularly in 
Wales; and thus highlights the need for viability assessments to be further informed by local 
evidence drawn from other studies, including site-specific viability appraisals undertaken with 
developers and site promoters as part of the collaborative, plan-making exercise. 

5.17 It is also acknowledged by BCIS that, for some years now, there has been relatively little input 
to their database from schemes in Wales; by comparison with the input from other parts of 
the UK. There is also an increasing tendency for the industry and cost consultants to create 
and rely on their own cost databases, over which they have more direct control. 

5.18 For all the above reasons, evidence gathered from Viability Study Group sessions, and the 
discussions held (and recorded) at those sessions, is of increasing importance to the viability 
assessments required in the plan-making process. 

5.19 The High-Level assessments carried out for this Study have been based on evidence drawn 
from the above combination of sources; reflecting all the above observations. The cost rates 
shown in Appendix B for each site typology, and the range of those cost rates, reflect the way 
in which build costs will vary according to the size of a development project, with cost rates 
being generally higher for the small sites than for the larger ones. The table at Appendix B also 
shows how this range of costs compares to the BCIS median rate for estate housing. 

5.20 The build cost rates used in this Study (shown at Appendix B) range from £1,800 psm for the 
10-flats typology, down to £1,250 psm on the 75/100-unit typology, reflecting the economies 
of scale normally associated with larger developments; compared with a current BCIS median 
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rate of £1,570 psm for estate housing in Caerphilly. These cost rates now include costs relating 
to the 2022 changes to Welsh Building Regulations; as well as an allowance of £750 per 
dwelling for the provision of ULEV charging points for all new homes – equating in all to the 
average cost of £5,750 per dwelling shown in the notes beneath the table at Appendix B. This 
is to facilitate comparison with the BCIS data, which is now understood to include those costs.  

5.21 But those same cost rates do not include the further allowance, equating to an average of 
£6,750 per dwelling, for the additional costs that are anticipated for achieving compliance 
with the 2026 changes to Welsh Building Regulations. That further allowance has been added 
to each of the high-level assessments separately. 

5.22 In addition to the basic cost of building new homes (“plot cost”), there are costs associated 
with servicing each dwelling (e.g. access roads, utility and drainage connections, garages 
and/or parking areas, gardens and boundary features – known collectively as “external site 
costs”); as well as the costs of providing appropriate infrastructure for the development 
(sometimes secured by s.106 obligations). For all the high-level assessments in this Study, 
external costs have been allowed for at a rate of £18,000 per dwelling for houses and walk-up 
flats; or a cost equating to 7.5% of build/plot costs (c.£8,000 per dwelling) for flats with 
common access (the first typology at Appendix B). 

5.23 On larger sites, the amount/cost of appropriate infrastructure may be quite large; such that 
what are commonly called the “opening up” costs of a major/strategic development site can 
have a significant impact on the overall land value per acre (or hectare). This is an important 
factor to be taken into account when one is considering what value represents an acceptable 
return to the landowner. For the purposes of the plan-wide viability assessments covered by 
this Report, it has been assumed that all/any “abnormal” site costs will be deducted from the 
appropriate benchmark land value; and thus reflected in the price paid for land. 

5.24 The plan-wide viability assessments also contain allowance for SuDS adoption costs, based on 
an analysis of charges agreed with the Caerphilly SAB on recent residential developments; and 
with an eye also to schemes that are currently under discussion. These costs, as recorded in 
the notes at Appendix B, vary according to the scale of those developments. 

5.25 Part of the Council’s brief to BHL, as recorded earlier in this Report, was to consider the 
impact of current CIL charges and/or s.106 obligations on the viability of current policies in 
the adopted LDP. The current CIL regime in Caerphilly is intended to contribute to certain 
strategic infrastructure in the County Borough; whilst s.106 obligations are used to mitigate 
more site-specific impacts from new developments. 

5.26 From an examination of contributions received/agreed from both sources (CIL and s.106 
obligations) on recent schemes, it appears to BHL that total contributions are generally falling 
short of the level demanded/expected by some other LPA’s. In an attempt to address this, the 
plan-wide viability assessments have set a target level for contributions (from both CIL and 
s.106 obligations) at £85 psm; and have sought to strike/identify a balance between the need 
to maximise the delivery of affordable housing within the County BoroughN, with the need to 
provide an appropriate level of funding towards strategic infrastructure, whilst also meeting 
more site-specific requirements and mitigating the impact of a particular development via 
s.106 obligations. 

5.27 The figures in Column L at Appendix B record the results of the high-level viability testing in 
this respect. Where the target level for contributions (£85 psm) either cannot be met, or could 
be exceeded, figures are highlighted in red on a yellow background. It may be noted, as an 
initial conclusion, that CIL and/or s.106 obligations are least affordable/viable for the smallest 

 

N See paragraphs 5.105 – 5.108 in the Development Plans Manual. 



 

Caerphilly Council: Preliminary Viability Report for 2nd Replacement LDP – October 2026 Page | 17 

10-unit typologies; for which it is also not viable to anticipate delivery of any affordable homes 
on-site (except in the highest value parts of the County Borough, where a minimal provision of 
1 affordable home alongside 9 open market homes should be viable, at a reduced rate of CIL). 

5.28 In general, the results at Appendix B indicate (unsurprisingly) that higher levels of CIL and/or 
s.106 obligations than are being achieved at present, ought to be achievable on larger housing 
schemes in higher value areas of the County Borough, without unduly compromising current 
affordable housing targets. But that contributions towards on-site provision of new affordable 
homes is more dependent on the scale of development than current policies reflect/assume. 

5.29 A more comprehensive review of relevant policies may yet be required when conclusions are 
drawn from the site-specific viability appraisals referred to in paragraph 1.11 of this Report. 

5.30 Further allowances need to be made in viability assessments for external professional fees (or 
in-house costs) relating to the planning and design of the development as a whole, and of 
individual dwellings; as well as for construction warranties and the design/implementation of 
other site infrastructure. The fee rates used in this Study range from 9% of construction costs 
on the 10-flats typology, down to 5% on the typologies for 75 or more dwellings, reflecting the 
greater economies of scale on larger sites; as well as the likelihood that larger developments 
will make use of standard dwelling types rather than more individual designs. 

5.31 It is also customary to include a contingency sum as a buffer against unexpected variations in 
construction costs. An allowance of 5% on total construction costs has been included in all this 
high-level assessment work. 

5.32 In a similar way, allowances have been made against the estimated gross revenue from open 
market sales to cover marketing and sale costs, as follows: 

a) 2% on typologies of up to 30 dwellings; 

b) 2.5% on typologies of 40 dwellings or more; and 

c) a further allowance for legal costs, calculated at £600 per dwelling on both open market 
and affordable homes. 

5.33 The cost of funding/financing the development has been calculated using an “all-in” interest 
rate (“Debit Rate”) ranging from 8% p.a. on the smallest typologies, down to 5% p.a. on 
typologies of 75 or more dwellings. The rates applied to each site typology are recorded at 
Appendix B. The use of an “all-in” interest rate is in line with the approach typically adopted 
and accepted in many Planning Appeal decisions; and reflects a recommendation in RICS 
GuidanceO that “the nature of the applicant should normally be disregarded, as should benefits 
or disbenefits that are unique to the applicant. The aim should be to reflect industry 
benchmarks having regard to the particular circumstances in both development management 
and plan-making viability testing.” 

Land/Site Value 

5.34 The Regional Viability Model requires the user to supply an estimated land price (or site value) 
in the first instance, although this estimate can be changed in the course of finalising an 
appraisal, if it is appropriate to do so. The Development Plans Manual states that the land 
value should be “sufficient to encourage a land owner to sell for the proposed use”. 

5.35 A range of values from £300,000 per net developable hectare to £650,000 per net hectare was 
discussed at the Viability Study Group meeting in November 2025 for residential development 
land (see Appendix C), equivalent to approximately £125,000 – £265,000 per net developable 

 

O GN 94/2012 Box 10 (page 14); which is echoed in section 2.4 of the RICS Professional Standard on Financial 
Viability in Planning: conduct and reporting (April 2023) 
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acre. Having received further evidence from stakeholders since that meeting, BHL’s plan-wide 
viability assessments are based on the revised range of values (from £435,000 – £675,000 per 
net developable hectare) shown in blue at Appendix C. The evidence offered by stakeholders 
related both to market transactions and settled viability assessments across the City, as well 
as evidence drawn from the “minimum value” clauses that are typically written into option or 
promotion agreements between landowners and developers. 

5.36 For the purposes of a high-level plan-wide Viability Study such as this, it is appropriate for the 
focus to be on the mainstream level of land prices; for sites that are capable of delivering, or 
have delivered, policy compliant schemes. It is considered that the values above match that 
description. 

5.37 BHL’s approach in this Study acknowledges that values at the lower end of the range will be 
achieved in market areas where sales values are also at the lower end of the range identified 
above; and that the opposite will be the case in locations where higher house prices apply. 
Thus the tables at Appendix B show a consistent range of values in the high-level assessments 
that BHL has undertaken, for each site typology. 

5.38 All the appraisals include an allowance of 1.5% on top of this land price (or site value) for fees 
connected with a land purchase; together with the appropriate amount for Land Transaction 
Tax, which the Models calculate on the basis of current LTT rates. 

Development Profit and Viability 

5.39 In the case of larger and/or more complex development sites, current practice would accept 
that a development proposal is “viable” if it is expected to achieve a return for the developer 
of 20% on the gross development value of all open market housing in the scheme, plus a 
return of 6% on the total development cost of all the affordable housing. Depending on the 
proportion of affordable housing that the development is expected to deliver, a combination 
of these separate returns will produce a “blended margin” that will vary between around 17% 
on GDV (where the proportion of affordable housing is 35% or more) and around 19% on GDV 
(where the proportion of affordable housing is only 10%-15% of the overall development, for 
example). 

5.40 For smaller and medium-sized sites, it is normally considered that a developer’s profit margin 
should be within a range of between 15%-20% on GDV for a scheme to be considered 
“viable”; the appropriate percentage within that range being determined both by normal 
market forces – it is not uncommon for there to be stronger competition between developers 
for smaller sites than for some large sites – and by the degree of risk attaching to the scheme. 

5.41 As referred to earlier, the RICS Guidance Note (GN 94/2012) on Financial Viability in Planning 
refers to the concept of “a market risk adjusted return to the developer”, in the context of 
deciding what should amount to an “acceptable market level” of return for Viability 
purposes. As stated in para. 3.3.2 of the Guidance Note, “a small scheme constructed over a 
shorter timeframe may be considered relatively less risky, and therefore attract a lower profit 
margin, given that the exit position is more certain, than a large redevelopment spanning a 
number of years where the outturn is considerably more uncertain.” 

5.42 This position is reflected in the target profit margins (as a percentage of the GDV from open 
market sales) shown against each site typology in Appendix B; all of which are considered to 
be a fair representation of the “market risk adjusted returns” that it would be reasonable to 
expect in each case. The target margin in this Study rises from 15% on GDV for the 10-unit 
typology, through 16% – 20% for the 20- to 50/100-unit typologies. 

5.43 The tables at Appendix B show the results from BHL’s high-level viability assessments for each 
site typology, in terms of an estimated surplus or shortfall compared with the target profit 
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margin for each typology. Each result is accompanied by a brief comment in the final column 
to the right. 

Sensitivity Testing 

5.44 The methodology behind the high-level viability assessments in this Study already affords a 
degree of sensitivity testing, by considering a range of potential house prices and land values 
for each site typology. Nevertheless, in accordance with best practice, the results from all the 
high-level assessments have been sensitivity tested to show the effect on developer’s profit of 
the following changes to the basic inputs: 

• plus/minus 10% in gross development value; 

• plus/minus 10% in build (plot + external) costs; 

• plus/minus 15% in land value. 

5.45 To illustrate this, an example of the RVM outputs from one of the high-level assessments is 
attached as Appendix F. 
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6. SUMMARY AND CONCLUSIONS 

6.1 The affordable housing targets set out in Policy HO1 of the 2nd Replacement LDP have been 
derived from the high-level assessments described in previous sections of this report. Section 
5 in this Report describes how the costs and values used in those assessments have been 
derived from appropriate available evidence. 

6.2 Those high-level and plan-wide assessments confirm that larger sites are likely to be able to 
deliver a higher proportion (and absolute number) of new affordable homes, as a result of the 
economies of scale that normally apply. 

6.3 The assessments also show that it is not likely to be viable, in current market conditions, for 
smaller sites of less than 10 dwellings, or for the apartment typology tested (10 units), to 
make a meaningful contribution to on-site affordable housing. This Study concludes that it 
would be better for such sites to make a financial contribution (where viable) towards the 
provision of affordable housing off-site. 

6.4 The Council’s current affordable housing policy does not differentiate between small and large 
scale developments, in the way described at paragraph 6.2 above; justified by the conclusions 
that BHL draws from the results of the plan-wide viability assessments at Appendix B. Whilst 
those conclusions therefore represent a change from current policy in the County Borough, it 
is hoped that the change will help to unlock a wider variety of development opportunities in 
the future. 

6.5 The conclusions from this Preliminary Plan-Wide Study will also be tested over the coming 
weeks and months, in the context of more site-specific viability assessments for sites that the 
Council has allocated for residential development in Policy HO1 of the Deposit plan. 

6.6 This Report is made for Caerphilly County Borough Council, as part of the evidence base for 
the Council’s 2nd Replacement LDP; and for the purposes of establishing the viability of its 
Replacement LDP policies on affordable housing, CIL and/or s.106 obligations. The Report has 
been prepared with all reasonable skill, care and diligence; and in a manner consistent with 
the RICS Practice Statement and Guidance Note for Surveyors acting as Expert Witnesses. 
Nevertheless, no duty of care can be accepted to third parties for the whole or any part of its 
contents. 

 

Andrew Burrows MA FRICS 
Director 

Burrows-Hutchinson Ltd 
Strategic Asset Management, 

Economic Regeneration and Viability, 
Energy Conservation and Performance. 

October 2026 
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APPENDICES 

APPENDIX A : POLICY SP9 – Provision of Affordable Housing 
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APPENDIX B : SUMMARY OF HIGH-LEVEL VIABILITY ASSESSMENTS 
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APPENDIX C : DWELLING MIX for PLAN-WIDE VIABILITY ASSESSMENTS 
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APPENDIX D : CAERPHILLY HOUSE PRICES (by Masterplan Area) 
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APPENDIX E : TRANSFER VALUES for NEW AFFORDABLE HOMES 
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APPENDIX F : EXAMPLE OF RVM OUTPUT WITH SENSITIVITY TABLES 
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