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1 Introduction  
1.1 Purpose & scope  

1.1.1 This report sets out a robust methodology for calculating payments in lieu of on-site affordable 
workspace provision, supporting the implementation of Policy ED1 in the London Borough of 
Hounslow’s emerging Local Plan. It also provides guidance on the business sectors most 
likely to benefit from affordable workspace interventions, with particular reference to the 
creative industries and other locally embedded enterprises. 

1.1.2 To establish a suitable methodology for calculating payments in lieu of on-site affordable 
workspace provision, we have reviewed existing approaches used across London and 
assessed their applicability to Hounslow. These methodologies, which are analysed in section 
2 of this report, have been tested against the viability inputs and assumptions set out in the 
Council’s Local Plan Viability Assessment, which underpins the emerging Local Plan. 

1.2 Policy context 

1.2.1 The Council submitted its emerging Local Plan 2020–2041 for examination in June 2025. Part 
H of Policy ED1 (see Figure 1-1) requires specified employment-generating developments to 
deliver a proportion of affordable workspace. In qualifying proposals, at least 10% of the total 
employment floorspace must be provided at a rental discount of no less than 45%, unless an 
alternative mechanism—such as a payment in lieu—is deemed appropriate. 

Figure 1-1 Paragraph H of Policy ED1 

 
Source: Hounslow Local Plan 2020 – 2041 Proposed Submission Version (Regulation 19) (July 2024) 
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1.2.2 Part I of Policy ED1 in the emerging Local Plan (see Figure 1-2) sets out the basis for 
calculating payments in lieu of on-site affordable workspace provision. The formula requires 
the equivalent of 10% of the proposed employment floorspace, multiplied by the value of a 
45% rental discount applied over a 15-year period. 

Figure 1-2 Paragraph I extract of Policy ED1 

 
Source: Hounslow Local Plan 2020 – 2041 Proposed Submission Version (Regulation 19) (July 2024) 

1.3 Viability neutrality principle 

1.3.1 In recommending a suitable formula for calculating payments in lieu, we are guided by the 
principle that the resulting sum broadly equates to the difference in residual land value 
between two scenarios: (i) no affordable workspace provision, and (ii) provision of 10% of 
employment floorspace at a 45% rental discount. All formula options have been tested against 
the Council’s Local Plan Viability Assessment to confirm this position. This ensures that 
developers are not financially disadvantaged by opting for a payment in lieu rather than on-site 
delivery, while recognising that the Council does not wish payments in lieu to create a financial 
incentive for developers to avoid on-site provision. 

1.4 Viability testing parameters 

1.4.1 The Council’s Local Plan Viability Assessment was undertaken by BNP Paribas in June 2024. 
The study tested Part H of Policy ED1 as an on-site affordable workspace requirement across 
a range of development scenarios. As detailed in the results in Appendix A, BNP Paribas 
modelled viability under two core conditions: (i) no affordable workspace provision, and (ii) 
provision of 10% floorspace at varying rental discounts. These scenarios were tested against 
different benchmark land values, reflecting a range of existing site uses. Notably, BNP Paribas 
assumed that affordable workspace would be secured in perpetuity.  
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1.5 Interpretation of viability results 

1.5.1 Figure 1-3 presents an extract of the BNP Paribas viability results. For the purposes of this 
assessment, we focus on the columns showing residual land values under the two key 
scenarios: with no affordable workspace, and with 10% affordable workspace at a 45% rental 
discount. These residual values remain consistent across the different benchmark land values 
tested, as they represent the pre-deduction position — prior to applying the benchmark land 
value thresholds. 

Figure 1-3 Results of viability testing – affordable workspace delivered onsite with BLV secondary 
industrial  

 
Source: BNP Paribas (June 2024) 

1.5.2 Through the Local Plan examination process, third parties have raised concerns regarding the 
viability of the affordable workspace policy based on the BNP Paribas assessment. These 
concerns have been addressed in the response note provided by Quintic (the former BNP 
Paribas team who prepared the Council’s viability evidence base) in Appendix B, with Quintic 
further explaining to us that Policy SC2 of the Hounslow Local Plan 2020–2041 Proposed 
Submission Version (Regulation 19) (July 2024) permits affordable housing provision to be 
‘flexed’ in a manner consistent with the example of the Kew Bridge District Centre.” 

1.5.3 In addition, the Council has explained that for the scenarios of Land at Hatton Fields and Land 
South of West International, where there is no residential element, viability is likely to be 
greater than that reported in the BNP Paribas assessment because: 

 Land at Hatton Fields – site area is 56.4 hectares (note this is modified to 55.3 hectares in 
the Schedule of Suggested Modifications). However, the part of the site owned by the 
developer that is proposed for release from the Green Belt for industrial development is 
17.25 hectares. The remaining larger part of the site is largely Council-owned land and is 
not proposed to be released from the Green Belt – it would largely be a community nature 
zone. Therefore, the Council suggests that a more likely site area would be 17.25 hectares, 
which will generate a site coverage of just over 35% compared to the 11.25% assumed in 
the BNP assessment; such an approach would improve the overall development viability. 

 For Land South of Western International – this is an LB Hounslow-owned site. The Council 
explain that it is intended to include a fairly low-intensity waste management use as part of 
the future proposal. The final site area is 12.8 hectares (smaller than assumed in the BNP 
assessment), and it is subject to minerals extraction (it’s an allocated minerals site) which 
has to take place first. Therefore, any proposed industrial/warehouse development would 
come forward on a smaller site than assumed in the BNP assessment, which will improve 
viability, and it is owned by a public sector landowner. 
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1.6 Scenario selection 

1.6.1 The Council has confirmed that certain scenarios tested in the viability evidence—specifically 
Sainsbury’s Chiswick, Lidl Feltham, and 34 Staines Road—should be excluded from this 
assessment, as they relate to retail-led schemes and therefore fall outside the scope of Policy 
ED1, which applies to employment-generating development. 

1.6.2 Accordingly, our analysis focuses on six scenarios that reflect a range of locations across the 
Borough and cover industrial/warehouse and office uses, these are: West Cross Industrial 
Estate, Phoenix Business Park, Kew Bridge District Centre, EMC Tower, Mod Feltham and 
Land south of West International. 

1.7 Rent & yield assumptions 

1.7.1 BNP Paribas applied the commercial rent and yield assumptions shown in Figure 1-4 as part 
of their viability testing. These same inputs have been adopted in our assessment of 
alternative payment in lieu formulas. 

Figure 1-4 Local Plan viability testing commercial rents & yields  

 
Source: BNP Paribas (June 2024) 

1.8 Report structure 

1.8.1 This report is structured as follows: 

Chapter 2 – Review of different 
affordable workspace formulas 

Reviews the approaches adopted by other 
London planning authorities to calculate 
payments in lieu of affordable workspace 
provision. 

  
Chapter 3 – Types of businesses, 
sectors, locations (need) & 
delivery mechanisms (use of 
payments in lieu) 

Sets out the types of business and sectors that 
could benefit from the affordable workspace,  
along with where the Council anticipates the 
space will be delivered, and how payments in 
lieu may be used to support delivery. 

  
Chapter 4 – Conclusion & 
recommendation 

Summarises the findings and provides a 
recommended formula for calculating 
payments in lieu, alongside commentary on the 
likely beneficiaries of affordable workspace 
provision. 
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1.9 Limitations of report 

1.9.1 This report and the accompanying appraisals are documents in relation to Local Plan viability 
testing. As per Valuation Standards 1 of the RICS Valuation Standards - Global and UK 
Edition the advice expressly given in the preparation for, or during negotiations or possible 
litigation does not form part of a formal “Red Book” valuation and should not be relied upon as 
such. 
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2 Review of different affordable workspace 
formulas  

2.1 Introduction  

2.1.1 Our assessment of affordable workspace formulas has focused on five local planning 
authorities: four London boroughs and the Old Oak and Park Royal Development Corporation 
(OPDC). In addition, we reviewed policies in other boroughs—such as Wandsworth—which, 
while containing affordable workspace provisions, do not include a defined formula for 
calculating payments in lieu. Based on the available evidence, we consider our review of the 
five selected authorities to be sufficiently robust for the purposes of this assessment. 

2.2 London Borough of Lewisham  

2.2.1 The London Borough of Lewisham’s draft Local Plan includes an affordable workspace policy 
(Policy EC4). As shown in Figure 2-1, Paragraph D of the draft policy sets out a requirement 
for 10% of employment floorspace to be provided as affordable workspace at a rental discount 
of 50% against market rates. The draft Local Plan has undergone public examination and 
Main Modifications. The Council is now considering the Inspectors’ recommendations in 
relation to those modifications.1 

Figure 2-1 Draft Policy EC4 Affordable workspace - Paragraph D 

 
Source: London Borough of Lewisham draft Local Plan Main Modifications (N.s) 

  

 
1 https://lewisham.gov.uk/myservices/planning/policy/planning/inspectors-report-to-lewisham-council-june-2025 
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Affordable workspace calculator  

2.2.2 Draft Policy EC4 (see Figure 2-2) also sets out the basis for calculating payments in lieu. The 
formula is derived from the capital value of the rental discount. The supporting text explains 
that: 

‘The market rent is the expected rent that would be achieved on the discounted space at 
market rates. Market rates (and therefore rents) should be established on the basis of robust 
evidence of the commercial market in Lewisham.’ 

2.2.3 However, the draft policy does not specify how the investment yield should be determined—an 
omission that is notable given the yield is a critical input in calculating capital value. The 
absence of guidance on this point may affect consistency and transparency in applying the 
formula. 

Figure 2-2 Draft Policy EC4 Affordable workspace - Table 8:2 

 
Source: London Borough of Lewisham draft Local Plan Main Modifications (N.s) 

Results of London Borough of Lewisham calculation  

2.2.4 As shown in Figure 2-3, the results generated by the Lewisham calculator significantly 
overstate the cost of affordable workspace provision compared to the equivalent on-site 
delivery. This discrepancy suggests that the capitalised payment in lieu figure exceeds the 
actual financial impact of delivering discounted workspace within a development, raising 
questions about the soundness of the formula.  

Figure 2-3 Results of London Borough of Lewisham calculation 

 
Source: Urbà (November 2025) 

  

Step 6  Capital value of discount Ind Office 

Total affordable 
workspace commuted 

sum

Difference between 
RLV and 10% FS, 45% 

discount

Difference between 
onsite and commuted 

sum
West Cross Ind. Est. £13,040,908 £0 £13,040,908 £3,811,536 £9,229,372
Phoenix Business Park £4,139,369 £0 £4,139,369 £1,559,853 £2,579,516
Kew Bridge District Centre £1,551,079 £2,743,442 £4,294,522 £1,478,438 £2,816,084
EMC Tower £0 £5,541,335 £5,541,335 £1,975,233 £3,566,102
MOD Feltham £0 £1,817,792 £1,817,792 £536,614 £1,281,178
Land south of West International £8,231,377 £0 £8,231,377 £3,282,045 £4,949,332
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2.3 London Borough of Southwark  

2.3.1 The London Borough of Southwark’s Local Plan (adopted 23 February 2022) includes an 
affordable workspace policy (Policy P31). As shown in the extract in Figure 2-4, Point 2 of the 
policy requires that 10% of gross employment floorspace be provided as affordable 
workspace, at a discount to market rents, secured for a period of 30 years. 

2.3.2 Point 3 of the policy states that any payment in lieu must be calculated using the Council’s 
Affordable Workspace Calculator.  

Figure 2-4 Extract of P31 affordable workspace 

 
Source: London Borough of Southwark Local Plan (23 February 2022) 

Affordable workspace calculator  

2.3.3 Published separately, the London Borough of Southwark provides an Affordable Workspace 
Calculator (see Figure 2-5). Unlike other boroughs reviewed, Southwark’s calculator is 
presented in MS Excel format, allowing for straightforward interpretation by applicants and 
Council officers. 

2.3.4 Southwark’s methodology calculates the capital value of the affordable workspace as if it were 
delivered on-site, rather than the value difference used in the Lewisham approach. 

2.3.5 The Southwark calculator is particularly useful in that it explicitly identifies the source of the 
investment‑yield assumption. However, it does not provide guidance on how market rents 
should be determined, which is an important omission given their central role in the 
calculation. 

2.3.6 A further inconsistency arises in the treatment of the investment yield. While Policy P31 
specifies a 30-year secured period, the calculator capitalises the rental stream in perpetuity, 
effectively assuming the affordable workspace generates income indefinitely. The 1% uplift 
applied to the yield for affordable workspace may partially offset this discrepancy, but it does 
not fully reconcile the difference between a fixed-term and perpetual valuation. 
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Figure 2-5 Southwark affordable workspace calculation 

 
Source: London Borough of Southwark (N.s) 

Results of London Borough of Southwark calculation   

2.3.7 As shown in in Figure 2-6, the results generated by the Southwark Affordable Workspace 
Calculator significantly overstate the cost of affordable workspace provision compared to 
equivalent on‑site delivery. This inflation appears, in part, to stem from the capitalisation of 
rental income in perpetuity rather than over the 30‑year term specified in Policy P31. While the 
1% uplift in the investment yield may partially mitigate this effect, it does not fully reconcile the 
difference, resulting in a payment‑in‑lieu figure that generally exceeds the likely cost of direct 
provision. 

Figure 2-6 Results of London Borough of Southwark calculation   

 
Source: Urbà (November 2025) 

 

Total affordable workspace 
commuted sum

Difference between RLV and 
10% FS, 45% discount

Difference between onsite and 
commuted sum

West Cross Ind. Est. £12,843,318 £3,811,536 £9,031,782
Phoenix Business Park £4,076,652 £1,559,853 £2,516,799
Kew Bridge District Centre £4,138,743 £1,478,438 £2,660,305
EMC Tower £5,274,154 £1,975,233 £3,298,921
MOD Feltham £160,736 £536,614 -£375,878
Land south of West International £8,106,659 £3,282,045 £4,824,614



Affordable Workspace Payment In Lieu Methodology & Spatial Need 
Assessment     
 
 

10 
 

2.4 London Borough of Hammersmith & Fulham 

2.4.1 The London Borough of Hammersmith & Fulham (H&F) includes an employment policy (Policy 
E1) within its Local Plan, adopted in February 2018. As shown in Figure 2-7, H&F does not 
specify a fixed percentage of affordable workspace or a defined rental discount that 
developments must provide. Instead, contributions are determined on a case-by-case basis, 
informed by site-specific circumstances, viability considerations, and negotiation through the 
planning process. 

Figure 2-7 Extract of Policy E1 providing for a range of employment uses  

 
Source: London Borough of London Borough of Hammersmith & Fulham (February 2018)  

Affordable workspace SPD & calculator  

2.4.2 Hammersmith & Fulham published its Affordable Workspace Supplementary Planning 
Document (SPD) in October 2022, which includes a six-step calculation for determining 
payments in lieu (see Figure 2-8). The calculator adopts a similar approach to Southwark’s, 
calculating the capital value of the affordable workspace as if it were delivered on-site. 
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2.4.3 This methodology provides a structured and transparent basis for determining contributions, 
although—as with Southwark—it assumes the rent is capitalised in perpetuity rather than a 
fixed-term. The SPD sets out the calculation steps clearly, aiding interpretation by applicants 
and officers.  

Figure 2-8 Payment in lieu calculation  

 
Source: London Borough of H&F Affordable Workspace SPD (2022) 

2.4.4 The SPD provides guidance on how market rents should be determined (see Figure 2-9). 
However, it does not define the investment yield to be applied in the payment in lieu 
calculation. As a result, it remains unclear whether an adjustment to the yield can be made to 
reflect the affordable nature of the workspace, as is explicitly allowed in the Southwark 
formula. This omission may affect consistency in valuation and the proportionality of 
contributions. 

Figure 2-9 Determining market rents  

 
Source: London Borough of H&F Affordable Workspace SPD (2022) 

Results of London Borough of Hammersmith & Fulham calculation   

2.4.5 The results generated by the H&F Affordable Workspace Calculator are the same as those 
produced by the Lewisham formula (see Figure 2-3). This is because both authorities apply an 
identical methodology, calculating the capital value of the discounted rental stream without 
adjusting for term length or yield definition. As with Lewisham, this approach significantly 
inflates the payment in lieu figure relative to the likely cost of delivering affordable workspace 
on-site. 
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2.5 London Borough of Brent  

2.5.1 The London Borough of Brent includes an affordable workspace policy (Policy BE1) within its 
Local Plan, which was adopted in February 2022. As shown in the policy extract in Figure 2-6, 
the Council seeks, in designated locations, the provision of 10% of employment floorspace as 
affordable workspace. The supporting text clarifies that this space should be provided at no 
more than 50% of the comparable local market rent, for a minimum period of 15 years. 

Figure 2-10 Extract of Policy BE1  

 
Source: London Borough of Brent Local Plan (February 2022) 

  



Affordable Workspace Payment In Lieu Methodology & Spatial Need 
Assessment     
 
 

13 
 

Affordable workspace SPD & calculator   

2.5.2 The London Borough of Brent published its Affordable Workspace SPD in June 2022, which 
sets out the formula for calculating the affordable workspace commuted sum (see Figure 
2-11). 

2.5.3 However, the formula lacks clarity on whether the reference to “50% of market rent” 
represents the discount applied to market rent or the affordable rent that would have been 
paid by the tenant had the space been delivered on-site. Additionally, the calculation does not 
incorporate any allowance for the 15-year term specified in the policy, which may result in an 
inflated payment in lieu figure if capitalised over a longer or indefinite period 

Figure 2-11 Affordable workspace calculation  

 
Source: London Borough of Brent SPD (June 2022) 

Results of London Borough of Brent calculation   

2.5.4 If Brent’s formula applies the percentage discount to the market rent—i.e. calculates the 
capital value of the discount—then the results are the same as those produced by the London 
Borough of Lewisham. However, if the formula assumes the affordable rent that would have 
been paid by the tenant had the space been delivered on-site, then the results align with those 
of the London Borough of Southwark. The distinction is critical, as it materially affects the 
scale of the payment in lieu, but either way as we have demonstrated above both approaches 
overstate the payment in lieu figure relative to the likely cost of delivering affordable 
workspace on-site. 
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2.6 OPDC 

2.6.1 As shown in Figure 2-2, the OPDC Local Plan sets out its affordable workspace policy, with a 
requirement ranging from 5% to 10% of employment floorspace, depending on the proposed 
use. The policy specifies that this space should be provided at a rental discount of 80% from 
market rent, secured for a minimum period of 15 years. 

Figure 2-12 Policy OB7D: Provision of affordable workspace 

 
Source: OPDC Local Plan (June 2022) 

Revised planning obligations SPD & calculator  

2.6.2 The OPDC issued a Revised Planning Obligations SPD in September 2025 [adopted 25 
September 2025], simultaneously withdrawing its earlier April 2024 version. The revised SPD 
sets out the methodology for calculating payments in lieu of affordable workspace provision 
(see Figure 2-13). 

2.6.3 The formula aligns with policy by applying a fixed 15-year term, in contrast to Lewisham’s draft 
approach which capitalises the difference in rental value in perpetuity. OPDC’s method 
calculates the rental discount over the 15-year period and applies a 40% discount factor. 

2.6.4 As explained in the OPDC Affordable Workspace Study – Addendum, this discount is intended 
to bring the contribution closer to a valuation-based approach, accounting for developer costs 
associated with income and yield assumptions. Because OPDC does not capitalise the rental 
stream using a yield, the discount factor adjusts the gross rental calculation to reflect the time 
value of money—an adjustment that would otherwise be embedded within a yield-based 
valuation. 
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Figure 2-13 Payment in lieu calculation  

 
Source: Planning Obligations SPD (September 2025) 

Results of OPDC calculation  

2.6.5 As shown in Figure 2-14, the OPDC calculation provides a more realistic estimate of the cost 
of affordable workspace, had it been delivered on-site. Unlike other boroughs that assume the 
discounted rent continues in perpetuity, OPDC’s formula is based on a 15-year term, which 
matches the policy. It also applies a 40% adjustment to reflect developer costs and the fact 
that money received in the future is worth less than money received today. This makes the 
final figure more balanced, better aligned with how viability is assessed in practice, and helps 
meet the viability‑neutrality principle in Chapter 1. 

Figure 2-14 Results of OPDC calculation 

 
Source: Urbà (November 2025) 

2.7 Conclusion  

2.7.1 Based on the above assessment, the OPDC calculation appears to be the most appropriate 
for the Council to use because the results are more realistic, policy‑aligned, and better reflect 
how viability is assessed in practice. But it can be improved by capitalising the rental income 
over a 15‑year term at an appropriate discount rate (yield) to add a further layer of robustness. 

Step 8 Affordable Workspace Ind Office 
Total affordable workspace 

commuted sum
Difference between RLV 

and 10% FS, 45% discount
Difference between onsite 

and commuted sum
West Cross Ind. Est. £4,801,425 £0 £4,801,425 £3,811,536 £989,889
Phoenix Business Park £1,524,040 £0 £1,524,040 £1,559,853 £35,813
Kew Bridge District Centre £571,079 £1,313,111 £1,884,190 £1,478,438 -£405,752
EMC Tower £0 £2,652,284 £2,652,284 £1,975,233 -£677,051
MOD Feltham £0 £870,062 £870,062 £536,614 -£333,448
Land south of West International £3,030,643 £0 £3,030,643 £3,282,045 £251,402
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3 Types of businesses, sectors, locations (need) & 
delivery mechanisms (use of payments in lieu) 

3.1 Introduction  

3.1.1 As highlighted in Policy E3 of the London Plan, affordable workspace (in the B Use Class) at 
rents maintained below the market rate, is for a specific social, cultural or economic 
development purpose such as: 

 for specific sectors that have social value such as charities, voluntary and community 
organisations or social enterprises.  

 for specific sectors that have cultural value such as creative and artists’ workspace, 
rehearsal and performance space and makerspace.   

 for disadvantaged groups starting up in any sector. 

 supporting educational outcomes through connections to schools, colleges or higher 
education.  

 supporting start-up and early stage businesses or regeneration. 

3.1.2 This chapter outlines the key categories and their relevance to Hounslow, where the Council 
anticipates the space will be delivered, and the delivery mechanisms including the use of 
payments in lieu. 

3.2 Types of business & sectors 

Social value sector & disadvantaged groups  

3.2.1 The London Borough of Hounslow’s Thriving Communities Strategy 2024–2028 is the 
Council’s commitment to continue to support communities, civil society and local voluntary 
sector. The strategy acknowledges the negative social and economic impacts following the 
pandemic, which places pressure on residents and on groups. It also helps the Council 
address these challenges and deliver the commitments and ambitions set out in the Corporate 
Plan and the Equality, Diversity and Inclusion Strategy: A Fairer, More Equal Hounslow. 
These priorities align closely with the aims of the affordable workspace policy, particularly in 
relation to the voluntary, community, and social enterprise (VCSE) sector. 

3.2.2 The strategy recognises the role of VCSE organisations in delivering frontline services, 
engaging residents, and tackling disadvantage. Many of these organisations face barriers to 
securing suitable premises. Affordable workspace provision can help address this challenge 
by offering good quality accommodation at lower rents to charities, social enterprises, and 
community-led initiatives and enable them to remain embedded in the communities they 
serve. 
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Creative sectors 

3.2.3 Objective Two of the emerging Local Plan focuses on promoting economic growth and inward 
investment. Clause E specifically commits to ‘fostering an environment where existing, new, 
innovative, cultural and creative enterprises can prosper,’ with reference to the Great West 
Corridor’s designation as part of the Creative Enterprise Zone. 

3.2.4 Affordable workspace provision will support this objective, by providing premises to cultural 
and creative enterprises—many of which operate on tight margins and require flexible, low-
cost premises. As a result, the Council can help retain talent, encourage innovation, and 
strengthen the Borough’s identity as a hub for creative industries. 

3.3 Locations (need) 

3.3.1 As identified in Appendix 1 of the Rapleys Employment Land Review Update, July 2024, 
affordable workspace needs in Hounslow are shaped by the spatial distribution of growth, 
regeneration, and redevelopment across the Borough. In particular, the Council has identified 
need in: 

Great West Corridor Opportunity Area 

3.3.2 Policy P1 of the emerging Local Plan sets out a comprehensive strategy for the regeneration 
and economic development of the Great West Corridor Opportunity Area. The policy explicitly 
supports the delivery of a range of high-quality workspaces—including a proportion of 
affordable workspace for start-ups, small and medium enterprises (SMEs), and creative 
industries. 

3.3.3 The policy’s emphasis on flexible, modern, and adaptable employment floorspace directly 
supports the aims of affordable workspace provision. It recognises the need for incubator and 
grow-on space for creative and digital sectors, alongside co-working and start-up units 
suitable for microbusinesses and freelancers.  

3.3.4 Affordable workspace delivery within the Great West Corridor can help realise the potential of 
the Creative Enterprise Zone by anchoring creative businesses locally, supporting clustering, 
and ensuring that development contributes to inclusive economic growth. 

Feltham  

3.3.5 In December 2025, the Council approved the Future Feltham Investment Framework (FFIF), 
which sets out the vision and delivery approach for Feltham Crossroad, a significant 
regeneration area in West London. The FFIF seeks to unlock inclusive growth for local 
communities and is supported by a masterplan and Vision Document. 

3.3.6 Page 10 of the Vision Document sets out three priority sectors for the FFIF: 

 Food production and catering – building on Heathrow catering supply chains, local SME 
strengths and the role of food as a place‑shaping tool 

 Film & TV post‑production and creative tech – leveraging Hounslow’s Creative Enterprise 
Zone, high employment base and national growth in digital media 
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 Logistics and green supply chain innovation – linked to Heathrow’s logistics market and the 
Borough’s industrial land designation 

3.3.7 Page 10 of the Vision Document explains that ‘the opportunity is not simply to expand these 
sectors — but to localise them, giving Feltham a central role in shaping their future while 
delivering lasting benefit to its residents.’ 

3.3.8 At the centre of the masterplan is the redevelopment of the Ministry of Defence (MOD) site at 
Elmwood Avenue. The site is surplus to requirements, with vacant possession expected in 
Spring 2028. The MOD site has been identified for, among other uses, approximately 4,300 sq 
m of workspace and meanwhile uses such as a food hub and creative tech incubator. 

3.4 Delivery method  

3.4.1 Although the Council has not historically collected affordable workspace commuted sums, the 
introduction of Policy ED1 will require a clear and transparent approach for managing 
payments in lieu. To support effective delivery, any contributions secured should be 
ring‑fenced for the creation, fit‑out or subsidy of affordable workspace in locations where need 
has been identified, such as Great West Corridor Opportunity Area and Feltham (through the 
FFIF). 

3.4.2 Payments in lieu could be used to support a range of delivery routes, including Council‑led 
provision, partnerships with workspace operators, refurbishment of existing buildings, or 
meanwhile use projects.  
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4 Conclusion & recommendation  
4.1 Conclusion   

4.1.1 The analysis demonstrates a clear need for affordable workspace in Hounslow, driven by the 
spatial distribution of growth and redevelopment, most notably the Creative Enterprise Zone 
focus on the Great West Corridor, and the identified need for a food hub and creative tech 
incubator in Feltham. 

4.1.2 The Council will collect and ring‑fence affordable workspace payments in lieu and direct 
funding to priority locations and sectors. Contributions may support the creation, fit‑out or 
subsidy of suitable premises and can enable targeted delivery routes (Council‑led schemes, 
operator partnerships, refurbishment and meanwhile use). 

4.1.3 Although many local planning authorities follow a broadly similar approach to calculating 
payments in lieu—typically based on the capital value of discounted rent—several formulas 
tend to overstate the contribution compared to the actual cost of delivering affordable 
workspace on-site. This is often due to assumptions like perpetual income streams or missing 
guidance on key inputs such as investment yield or market rent. OPDC stands out for aligning 
its calculation with the policy term and applying an adjustment to achieve viability neutrality so 
that developers are not financially disadvantaged by opting for a payment in lieu rather than 
on‑site delivery. 

4.2 Recommendation  

4.2.1 We recommend that the Council adopt the MS Excel-based calculator set out in Figure 4-1 as 
the preferred method for calculating affordable workspace payments in lieu. This model 
closely follows the approach used by OPDC but improves on it by capitalising the rental 
income over a 15-year term —ensuring alignment with the emerging policy position at an 
appropriate market yield, to allow for the time value of money. It also includes explanatory text 
to clarify the source of key inputs such as market rent and investment yield, supporting greater 
transparency and consistency in application.  

4.2.2 It is envisaged just the yellow highlighted cells would be changed to reflect the site specific 
assessment, with the following key inputs:  

 Total lettable floor space – taken from the actual development proposal. [yellow cell] 

 Percentage of floorspace to be affordable workspace – 10% in line with emerging Policy 
OB7D: Provision of affordable workspace.  

 Market rent (£ per sqm) – this is to be determined by market comparables of new build 
rents ,based on similar size and specification of space. [yellow cell] 

 Affordable rent (£ per sqm) – automatically discounted by 45% in line with emerging Policy 
OB7D: Provision of affordable workspace. 
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 Market Investment yield – this is to be determined by market comparables of new build 
units (not affordable workspace but general market space), based on similar size and 
specification of space. The market investment yield is to be net of tenant incentives and 
void periods. [yellow cell] 

 Affordable adjustment – automatically fixed at 40% percentage, which is a final adjustment 
made to the formula to reflect the cost difference in delivery onsite which is not reflected in 
the reduction in capital value 2  - this percentage is the most appropriate to use, to meet 
viability neutrality between onsite and offsite delivery, without the adjustment, our research 
has shown the payment in lieu would be overstated compared to onsite delivery.  

4.2.3 In line with best practice, as demonstrated by Southwark, an electronic version of the 
calculator should be made publicly available on the Council’s website to support applicants 
and promote clarity in the planning process. 

Figure 4-1 Recommended affordable workspace payment in lieu calculator  

 
Source: Urbà (November 2025) 

  

 
2 This adjustment is because when space is delivered onsite, other variables in the appraisal are affected such as 
profit (assumed to be 15% on GDV by BNP (para 4.37), letting agents fee and legals (applied as % of rent), fees 
on the investment sale (% of the capital value), changes to the cost of interest (calculated through the cashflow). 

Definition Information required for worked 
example 

A Total lettable employment floorspace in development (sqm) 13,230.00
B Percentage of floorspace floorspace to be Affordable Workspace 10.0%
C Amount of floorspace to be Affordable Workspace C = A x B
D Market rent (£ per sqm)  - determined by market comparables £495.00
E Discount to market rent for Affordable Workspace (%) 45%
F Discounted Afffordable Workspace rent (£psm) F = D x (1-E)
G Rent for Afffordable Workspace at discounted rent G = F x C
H Market Investment yield, sourced from market comparables 6.5%
I Affordable Workspace term (years) default 15 years 15
J Income multiplier for market investment yield for Affordable Workspace term J = (1 - (1+H)^- I)/H
K Capital value of Affordable Workspace at Affordable Workspace term K = J x G
L Affordable adjustment 40%
M Affordable Workspace Payment M = K x (1 - L)
N Affordable Workspace Payment £ per sq m N = M / C

2. Workings from inputs above - green cell shows AW PIL calculation

Step 1: Calculate C - the amount of floorspace to be Affordable Workspace 1,323                                                  

Step 2: Calculate F - discounted Afffordable Workspace rent £272

Step 3: Calculate G - rent for Afffordable Workspace at discounted rent £360,187

Step 4: Calculate J - income multiplier for market investment yield for Affordable Workspace term 9.40

Step 5 : Calculate K - capital value of Affordable Workspace at Affordable Workspace term £3,386,717

Step 6: Calculate M -  the Affordable Workspace Payment £2,032,030
Step 7: Calculate N the Affordable Workspace Payment in £ per sqm £1,536
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4.2.4 As shown in Appendix C and summarised in Figure 4-2, the proposed calculator meets the 
principle of viability neutrality. In most cases, the payment in lieu generated by the calculator is 
broadly equivalent to the cost of delivering the affordable workspace on-site. This ensures that 
the contribution does not place a disproportionate burden on development and remains 
consistent with the policy objective of supporting delivery without undermining scheme 
viability. 

Figure 4-2 Results of recommended calculation 

 
Source: Urbà (November 2025) 

Step 8 Affordable Workspace Ind Office 
Total affordable workspace 

commuted sum

Difference between 
RLV and 10% FS, 45% 

discount
Difference between on 

and commuted sum
West Cross Ind. Est. £4,055,557 £0 £4,055,557 £3,811,536 £244,021
Phoenix Business Park £1,287,291 £0 £1,287,291 £1,559,853 -£272,562
Kew Bridge District Centre £482,366 £1,006,032 £1,488,398 £1,478,438 £9,960
EMC Tower £0 £2,032,030 £2,032,030 £1,975,233 £56,797
MOD Feltham £0 £666,592 £666,592 £536,614 £129,978
Land south of West International £2,559,854 £0 £2,559,854 £3,282,045 -£722,191
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Appendix B  Quintic Response 



 

LONDON BOROUGH OF HOUNSLOW – LOCAL PLAN  
AFFORDABLE WORKSPACE 
 
 
The Inspectors have requested that the Council produces further information on the viability testing of 
the emerging policy ED1 seeking provision of affordable workspace, primarily to respond to the 
assertions by Twenty5 on behalf of Segro.  
 
Twenty5 suggest that “Policy ED1 is not supported by proportionate evidence of need or viability”.  
Twenty5 use cherry picked results to claim that provision of affordable workspace is unviable, but 
their interpretation is incorrect.  They suggest that 7 of the 12 schemes tested “are unviable before 
any affordable workspace provision is applied” but this assertion disregards the impact on viability of 
other uses in the mixed-use site allocations.   
 
Furthermore, their selective reporting of the appraisal outputs assumes that industrial development 
always involves redevelopment of existing industrial units and disregards the testing of industrial 
development on cleared or previously undeveloped land.   
 
The results in the Local Plan Viability Study within the tables on pages 36 to 39 indicate that 
developments that are viable before the affordable workspace policy is applied will remain viable after 
the policy has been applied.  Furthermore, the second table on page 39 shows that the impact of a 
requirement for 10% of space to be let at a discount to market rent of at least 45% has a limited 
impact on residual land values, typically less than 10%.   
 
With regards to sites 41, 42, 43, 44, 45, 46 and 47, there are varying degrees of relevance to the 
viability of affordable workspace in industrial schemes as noted below:  
 
Table 1: Composition of typologies in affordable workspace testing 
 

Site  % industrial  % 
office 

% 
residential 

West Cross Industrial Estate  25% 0% 75% 

Phoenix Business Park  42% 0% 58% 

Kew Bridge District Centre  8% 8% 84% 

EMC Tower  0% 25% 75% 

Lidl Feltham  0% 0% 89% 

Land at Hatton Fields  100% 0% 0% 

MOD Feltham 0% 3% 97% 

Leisure West  0% 1% 65% 

Land south of West International  100% 0% 0% 

34 Staines Road  0% 0% 90% 

Hounslow Bus Garage  0% 2% 85% 

Sainsburys Chiswick  0% 0% 84% 
 
 
All of the testing in the affordable workspace outputs on page 36 to 39 assume 35% affordable 
housing and this has a far greater impact on the viability of the site allocations than the affordable 
workspace requirement, as can be seen in the appraisal outputs within Appendix 7 of the Study.  For 
example, the residual land value at Kew Bridge District Centre is £13.9 million assuming 35% 
affordable housing, but this increases to £59.5 million with no affordable housing.  The impact of 
residential polices on these sites is therefore far greater than the change resulting from affordable 



 

workspace requirements (which for Kew Bridge Centre is a change in residual land value of 
approximately £1.5 million.      
The Twenty5 note claims that industrial land values equate to £15 million per hectare, but they fail to 
acknowledge that this value reflects prime estates, not the type of secondary estates that we have 
modelled for the purposes of establishing benchmark land values.  A rational owner would not bring 
forward a prime industrial estate for redevelopment, so the suggestion of prime industrial land values 
for benchmark land value is illogical.   
 
They also assert at paragraph 7 that the Local Plan Viability Assessment understates the impact of 
affordable workspace because “there is no resultant discount to the investment yield”.  They base this 
assertion on an unevidenced suggestion that “the yield should be adjusted to reflect the increased risk 
associated with letting the affordable workspace”.  This proposition does not withstand even the most 
cursory examination; they appear to be suggesting that tenants would pass over an opportunity to 
occupy workspace at a discounted rent and prefer instead to pay a higher rent.  This is clearly totally 
illogical.  If anything, demand for discounted floorspace will be higher than space let at full market 
rents and the yield should be keener, not softer as they claim.   
 
In paragraph 9 they misinterpret the Local Plan Viability Study, suggesting that it does not take 
account of the cumulative impact of policy requirements.  The tables on page 36 to 39 take account of 
all emerging policies, as do the tables in Appendix 7.   
 
There is a further misunderstanding in paragraph 10 which makes various references to the premium 
above benchmark land value.  The benchmark land values in the Local Plan Viability Study already 
incorporate a 20% premium.  Furthermore, in many cases, the appraisal generate far higher residual 
land values than the benchmark land values; for example, as can be seen in Table 6.3.3, the Phoenix 
Business Park Site generates a residual land value of £20.41 million after the AW policy is applied, 
which is significantly higher than the BLV of £10.74 million.   
 
 
 
Quintic Advisory  
11 March 2026   

 

 

Note for Inspectors: The development viability business line at BNP Paribas Real Estate transferred 
to Quintic Advisory from 1 March 2026 
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Affordable workspace Payment in Lieu Calculator West Cross Ind. Est.

1. Inputs to calculation - fill in yellow cells, blue cell calculates automatically

Definition Information required for worked 
example 

A Total lettable employment floorspace in development (sqm) 55,070.00
B Percentage of floorspace floorspace to be Affordable Workspace 10.0%
C Amount of floorspace to be Affordable Workspace C = A x B
D Market rent (£ per sqm)  - determined by market comparables £215
E Discount to market rent for Affordable Workspace (%) 45%
F Discounted Afffordable Workspace rent (£psm) F = D x (1-E)
G Rent for Afffordable Workspace at discounted rent G = F x C
H Market Investment yield, sourced from market comparables 5.0%
I Affordable Workspace term (years) default 15 years 15
J Income multiplier for market investment yield for Affordable Workspace term J = (1 - (1+H)^- I)/H
K Capital value of Affordable Workspace at Affordable Workspace term K = J x G
L Affordable adjustment 40%
M Affordable Workspace Payment M = K x (1 - L)
N Affordable Workspace Payment £ per sq m N = M / C

2. Workings from inputs above - green cell shows AW PIL calculation

Step 1: Calculate C - the amount of floorspace to be Affordable Workspace 5,507                                                
Step 2: Calculate F - discounted Afffordable Workspace rent £118
Step 3: Calculate G - rent for Afffordable Workspace at discounted rent £651,203
Step 4: Calculate J - income multiplier for market investment yield for Affordable Workspace term 10.38
Step 5 : Calculate K - capital value of Affordable Workspace at Affordable Workspace term £6,759,262
Step 6: Calculate M -  the Affordable Workspace Payment £4,055,557
Step 7: Calculate N the Affordable Workspace Payment in £ per sqm £736



Affordable workspace Payment in Lieu Calculator Phoenix Business Park

1. Inputs to calculation - fill in yellow cells, blue cell calculates automatically

Definition Information required for worked 
example 

A Total lettable employment floorspace in development (sqm) 17,480.00
B Percentage of floorspace floorspace to be Affordable Workspace 10.0%
C Amount of floorspace to be Affordable Workspace C = A x B
D Market rent (£ per sqm)  - determined by market comparables £215
E Discount to market rent for Affordable Workspace (%) 45%
F Discounted Afffordable Workspace rent (£psm) F = D x (1-E)
G Rent for Afffordable Workspace at discounted rent G = F x C
H Market Investment yield, sourced from market comparables 5.0%
I Affordable Workspace term (years) default 15 years 15
J Income multiplier for market investment yield for Affordable Workspace term J = (1 - (1+H)^- I)/H
K Capital value of Affordable Workspace at Affordable Workspace term K = J x G
L Affordable adjustment 40%
M Affordable Workspace Payment M = K x (1 - L)
N Affordable Workspace Payment £ per sq m N = M / C

2. Workings from inputs above - green cell shows AW PIL calculation

Step 1: Calculate C - the amount of floorspace to be Affordable Workspace 1,748                                                
Step 2: Calculate F - discounted Afffordable Workspace rent £118
Step 3: Calculate G - rent for Afffordable Workspace at discounted rent £206,701
Step 4: Calculate J - income multiplier for market investment yield for Affordable Workspace term 10.38
Step 5 : Calculate K - capital value of Affordable Workspace at Affordable Workspace term £2,145,486
Step 6: Calculate M -  the Affordable Workspace Payment £1,287,291
Step 7: Calculate N the Affordable Workspace Payment in £ per sqm £736



Affordable workspace Payment in Lieu Calculator Kew Bridge District Centre
Ind

1. Inputs to calculation - fill in yellow cells, blue cell calculates automatically

Definition Information required for worked 
example 

A Total lettable employment floorspace in development (sqm) 6,550.00
B Percentage of floorspace floorspace to be Affordable Workspace 10.0%
C Amount of floorspace to be Affordable Workspace C = A x B
D Market rent (£ per sqm)  - determined by market comparables £215
E Discount to market rent for Affordable Workspace (%) 45%
F Discounted Afffordable Workspace rent (£psm) F = D x (1-E)
G Rent for Afffordable Workspace at discounted rent G = F x C
H Market Investment yield, sourced from market comparables 5.0%
I Affordable Workspace term (years) default 15 years 15
J Income multiplier for market investment yield for Affordable Workspace term J = (1 - (1+H)^- I)/H
K Capital value of Affordable Workspace at Affordable Workspace term K = J x G
L Affordable adjustment 40%
M Affordable Workspace Payment M = K x (1 - L)
N Affordable Workspace Payment £ per sq m N = M / C

2. Workings from inputs above - green cell shows AW PIL calculation

Step 1: Calculate C - the amount of floorspace to be Affordable Workspace 655                                                   
Step 2: Calculate F - discounted Afffordable Workspace rent £118
Step 3: Calculate G - rent for Afffordable Workspace at discounted rent £77,454
Step 4: Calculate J - income multiplier for market investment yield for Affordable Workspace term 10.38
Step 5 : Calculate K - capital value of Affordable Workspace at Affordable Workspace term £803,943
Step 6: Calculate M -  the Affordable Workspace Payment £482,366
Step 7: Calculate N the Affordable Workspace Payment in £ per sqm £736



Affordable workspace Payment in Lieu Calculator Kew Bridge District Centre
Office

1. Inputs to calculation - fill in yellow cells, blue cell calculates automatically

Definition Information required for worked 
example 

A Total lettable employment floorspace in development (sqm) 6,550.00
B Percentage of floorspace floorspace to be Affordable Workspace 10.0%
C Amount of floorspace to be Affordable Workspace C = A x B
D Market rent (£ per sqm)  - determined by market comparables £495
E Discount to market rent for Affordable Workspace (%) 45%
F Discounted Afffordable Workspace rent (£psm) F = D x (1-E)
G Rent for Afffordable Workspace at discounted rent G = F x C
H Market Investment yield, sourced from market comparables 6.5%
I Affordable Workspace term (years) default 15 years 15
J Income multiplier for market investment yield for Affordable Workspace term J = (1 - (1+H)^- I)/H
K Capital value of Affordable Workspace at Affordable Workspace term K = J x G
L Affordable adjustment 40%
M Affordable Workspace Payment M = K x (1 - L)
N Affordable Workspace Payment £ per sq m N = M / C

2. Workings from inputs above - green cell shows AW PIL calculation

Step 1: Calculate C - the amount of floorspace to be Affordable Workspace 655                                                   
Step 2: Calculate F - discounted Afffordable Workspace rent £272
Step 3: Calculate G - rent for Afffordable Workspace at discounted rent £178,324
Step 4: Calculate J - income multiplier for market investment yield for Affordable Workspace term 9.40
Step 5 : Calculate K - capital value of Affordable Workspace at Affordable Workspace term £1,676,719
Step 6: Calculate M -  the Affordable Workspace Payment £1,006,032
Step 7: Calculate N the Affordable Workspace Payment in £ per sqm £1,536



Affordable workspace Payment in Lieu Calculator EMC Tower

1. Inputs to calculation - fill in yellow cells, blue cell calculates automatically

Definition Information required for worked 
example 

A Total lettable employment floorspace in development (sqm) 13,230.00
B Percentage of floorspace floorspace to be Affordable Workspace 10.0%
C Amount of floorspace to be Affordable Workspace C = A x B
D Market rent (£ per sqm)  - determined by market comparables £495
E Discount to market rent for Affordable Workspace (%) 45%
F Discounted Afffordable Workspace rent (£psm) F = D x (1-E)
G Rent for Afffordable Workspace at discounted rent G = F x C
H Market Investment yield, sourced from market comparables 6.5%
I Affordable Workspace term (years) default 15 years 15
J Income multiplier for market investment yield for Affordable Workspace term J = (1 - (1+H)^- I)/H
K Capital value of Affordable Workspace at Affordable Workspace term K = J x G
L Affordable adjustment 40%
M Affordable Workspace Payment M = K x (1 - L)
N Affordable Workspace Payment £ per sq m N = M / C

2. Workings from inputs above - green cell shows AW PIL calculation

Step 1: Calculate C - the amount of floorspace to be Affordable Workspace 1,323                                                
Step 2: Calculate F - discounted Afffordable Workspace rent £272
Step 3: Calculate G - rent for Afffordable Workspace at discounted rent £360,187
Step 4: Calculate J - income multiplier for market investment yield for Affordable Workspace term 9.40
Step 5 : Calculate K - capital value of Affordable Workspace at Affordable Workspace term £3,386,717
Step 6: Calculate M -  the Affordable Workspace Payment £2,032,030
Step 7: Calculate N the Affordable Workspace Payment in £ per sqm £1,536



Affordable workspace Payment in Lieu Calculator MOD Feltham

1. Inputs to calculation - fill in yellow cells, blue cell calculates automatically

Definition Information required for worked 
example 

A Total lettable employment floorspace in development (sqm) 4,340.00
B Percentage of floorspace floorspace to be Affordable Workspace 10.0%
C Amount of floorspace to be Affordable Workspace C = A x B
D Market rent (£ per sqm)  - determined by market comparables £495
E Discount to market rent for Affordable Workspace (%) 45%
F Discounted Afffordable Workspace rent (£psm) F = D x (1-E)
G Rent for Afffordable Workspace at discounted rent G = F x C
H Market Investment yield, sourced from market comparables 6.5%
I Affordable Workspace term (years) default 15 years 15
J Income multiplier for market investment yield for Affordable Workspace term J = (1 - (1+H)^- I)/H
K Capital value of Affordable Workspace at Affordable Workspace term K = J x G
L Affordable adjustment 40%
M Affordable Workspace Payment M = K x (1 - L)
N Affordable Workspace Payment £ per sq m N = M / C

2. Workings from inputs above - green cell shows AW PIL calculation

Step 1: Calculate C - the amount of floorspace to be Affordable Workspace 434                                                   
Step 2: Calculate F - discounted Afffordable Workspace rent £272
Step 3: Calculate G - rent for Afffordable Workspace at discounted rent £118,157
Step 4: Calculate J - income multiplier for market investment yield for Affordable Workspace term 9.40
Step 5 : Calculate K - capital value of Affordable Workspace at Affordable Workspace term £1,110,986
Step 6: Calculate M -  the Affordable Workspace Payment £666,592
Step 7: Calculate N the Affordable Workspace Payment in £ per sqm £1,536



Affordable workspace Payment in Lieu Calculator Land south of West International

1. Inputs to calculation - fill in yellow cells, blue cell calculates automatically

Definition Information required for worked 
example 

A Total lettable employment floorspace in development (sqm) 34,760.00
B Percentage of floorspace floorspace to be Affordable Workspace 10.0%
C Amount of floorspace to be Affordable Workspace C = A x B
D Market rent (£ per sqm)  - determined by market comparables £215
E Discount to market rent for Affordable Workspace (%) 45%
F Discounted Afffordable Workspace rent (£psm) F = D x (1-E)
G Rent for Afffordable Workspace at discounted rent G = F x C
H Market Investment yield, sourced from market comparables 5.0%
I Affordable Workspace term (years) default 15 years 15
J Income multiplier for market investment yield for Affordable Workspace term J = (1 - (1+H)^- I)/H
K Capital value of Affordable Workspace at Affordable Workspace term K = J x G
L Affordable adjustment 40%
M Affordable Workspace Payment M = K x (1 - L)
N Affordable Workspace Payment £ per sq m N = M / C

2. Workings from inputs above - green cell shows AW PIL calculation

Step 1: Calculate C - the amount of floorspace to be Affordable Workspace 3,476                                                
Step 2: Calculate F - discounted Afffordable Workspace rent £118
Step 3: Calculate G - rent for Afffordable Workspace at discounted rent £411,037
Step 4: Calculate J - income multiplier for market investment yield for Affordable Workspace term 10.38
Step 5 : Calculate K - capital value of Affordable Workspace at Affordable Workspace term £4,266,424
Step 6: Calculate M -  the Affordable Workspace Payment £2,559,854
Step 7: Calculate N the Affordable Workspace Payment in £ per sqm £736
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