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INTRODUCTION
The intention of the guidance is to provide clarity on the requirements of London
Plan Policy H15, and it is split into two main parts:

1. Mixed and Inclusive Neighbourhoods; and
2. Nominations Agreements

With the ongoing market challenges, we have seen a shift in demand away from
traditional build to sell to alternative tenures, with PBSA remaining a robust use
class, largely underpinned by the significant shortage of supply relative to
demand. Accordingly, the release of this document has come at a fitting time
and is helpful in reinforcing the need for the delivery of PBSA and the benefits
that it can bring to London at a micro and macro level.

Indeed, the GLA has historically identified that the delivery of PBSA contributes
towards housing targets and in the context of changing market conditions, the
LPG highlights the importance of the tenure in freeing up traditional housing
currently being used by students. As such, there are tangible strategic benefits
from the delivery of PBSA, with the LPG outlining the following:

e  Meeting Housing Need;
e  Supporting the Economy; and
e  Regeneration impacts.

Below, we identify some key points of the LPG and what they might mean for
current and upcoming PBSA projects.

LOCATION OF PBSA
In terms of suitable locations for PBSA, the LPG expands upon what is meant by

“well-connected locations” in Policy H15, as including the following:

e  “The Central Activities Zone (CAZ) and Inner London Opportunity
Areas;

e  Metropolitan and Major town centres;

e All areas of Public Transport Activity Levels (PTALs) 5 or 6 and Inner-
London PTAL 4; and

e  Other town centres with high or medium growth potential (see Annex
1 of the London Plan).

Beyond this, other locations that are close or otherwise well connected to
university campuses may be suitable. These are likely to be in either of the

following:

. PTALs 4 or 3
e other parts of Outer London Opportunity Areas with improving

connectivity and facilities.”

The majority of London Boroughs have or are developing Local Plan policy where
“well connected locations” are better defined albeit these are typically town centre
locations, CAZ or within the Opportunity Areas. The purpose of this approach is
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to enable Boroughs to resist student accommodation outside of

these locations.

In our opinion, it is particularly helpful that the LPG further broadens
this definition and includes locations with a high PTAL rating (4 inner
London only and 5-6 across London) and locations that are close or
otherwise well connected to university campuses (as outlined
above). This further reiterates the importance that the GLA is
placing on the delivery of PBSA and unlocks other areas of London

that may have previously been overlooked by London boroughs.

AFFORDABLE STUDENT ACCOMMODATION (ASA)
The LPG reiterates the current fast-track requirements of Policy
H15. It acknowledges that the delivery of standard Class C3
Affordable Housing (AH) alongside PBSA may be “acceptable and
even desirable on larger sites”, however, that when considering the
balance of C3 AH and ASA, ASA should be prioritised.

Clearly, Policy H15 needs to prioritise ASA as this is the only real
opportunity for ASA to be delivered, however, the recognition that
PBSA could potentially deliver C3 AH is interesting. This is an
approach which many developers are already pursuing, since at a
Borough level the delivery of C3 AH as part of a PBSA scheme
weighs heavily in the planning balance and can make a PBSA
scheme more politically attractive. Evidently, affordable housing
delivery is taking a hit, because of a reduction in the delivery of
traditional housing in London, particularly in an environment where
housing associations are primarily focussed on improvements to
their own existing stock rather than acquiring new stock, either via
S106 or through their own developments. Since PBSA remains a
strong deliverable use class, it provides an opportunity to deliver AH
that may otherwise not be delivered in this cycle of the market. Itis
apparent that the GLA recognise this and are willing to apply

flexibility as a means to boost the supply of affordable homes.

Community Infrastructure Levy

The LPG also acknowledges that ASA is disadvantaged in viability
terms by not being eligible for CIL relief and states that CIL charging
schedule updates should apply a nil or reduced rate compared to
market PBSA when ASA is secured. Whilst this appears to be an
encouraging move, it relies on LPAs updating their charging
schedules so could take some time to have a positive impact.
Although, this assumes that LPAs are minded to introduce a
reduced rate. Politically, this may face resistance particularly in
those boroughs which contain a large number of PBSA schemes

but where most students commute outside of the Borough to study.

Calculation of ASA Requirement

It is acknowledged that HEIs preference is mostly for cluster flats
and that it might not be appropriate to seek a like-for-like split
against the direct let accommodation which typically includes a
greater proportion of studios. We expect this to be welcomed by

both developers and HEls in principle.

In terms of calculating the ASA quantum, the LPG refers to using
percentage of floorspace rather than habitable rooms to calculate
provision, when ASA is not “evenly or proportionately dispersed

across all room types and sizes”.

At first glance, this could drive the ASA quantum up (relative to the
habitable room calculation) given the focus towards cluster rooms,
however, the LPG does state that “it is reasonable to include the
kitchen/living space within the net internal area of the cluster
rooms”, which should help to balance the requirement. Ultimately,
the overall quantum will depend upon the size of these shared
spaces, the quantum / size of the cluster rooms they serve, and the

size of the studios.

In instances where a floorspace approach for calculating AH is
pursued, we could see a move to reduce the studio sizes of the
private accommodation to minimise the quantum of ASA units.
However, there will be a balancing act between reducing sizes to
minimise overall ASA quantum and delivering studio sizes that the
market dictates (whilst also satisfying planning requirements). In
this context, the guidance does not provide minimum unit sizes, and

instead refers to design quality.

NOMINATIONS AGREEMENT
At the point of submitting a planning application, the LPG
recommends that applicants have one or more “letter of comfort”,

preferably with a HEI that is close or well connected to the Site.

The LPG maintains the 51% nominations requirement, however, it

does promote the introduction of a reasonable endeavours clause.

This is likely to be welcomed by developers/funders and HElIs as it
creates flexibility and acknowledges the change in stance by HEIs,
particularly post-pandemic, to avoid locking themselves into long-

term nominations agreements.

Any failure to secure a nominations agreement by point of first
occupation, or any other gap in coverage, should be notified to the
LPA. In this case, the developer should continue to use all
reasonable endeavours to secure a nominations agreement. In the
interim, a cascade mechanism for direct let units is supported
ranging from full-time higher-education students at local HEIs at

first, to, as a last resort, any other higher-education student with a
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need to reside in London. Nominations can also be cascaded to
protect HEIs to short-term “shocks” in demand.

After two years of direct let, there should also be a requirement to
use all reasonable endeavours to secure a new nominations
agreement with another London-based HEI to realign provision with
need.

WHAT DOES THIS MEAN IN PRACTICE?

On the whole, we expect the LPG to be welcomed by the industry,
both from a developer/investor perspective and a HEI one. It
creates greater flexibility to the rigidity of Policy H15 which, whilst
being adopted in 2021, was largely formulated from a pre-pandemic
evidence base, some of which dates back to 2015 and the market

has since moved on.

Once published, the LPG will become a material consideration in
relation to future applications for PBSA and we expect that most
boroughs will engage with the LPG in a positive manner. However,
it will only be guidance and will not replace development plan policy.
As such, it will be left to boroughs to attribute the necessary weight
to it in the planning balance, and for locations where PBSA may be
politically sensitive, it will be open to the LPA to continue to apply
the rigidity of Policy H15 if it sees fit.
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