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Introduction

Scope

Medway Council (the Council, MC) is preparing a new Local Plan. The Council undertook a
formal Regulation 18 consultation that ended in September 2024. The new Local Plan will set
out a proposed spatial strategy and development allocations to meet the needs of its growing
population.

This report updates and replaces the Council's Local Plan Viability Assessment (HDH
Planning, December 2021), that was commissioned in 2019, to inform the development of the
Local Plan. HDH Planning & Development Ltd was appointed to advise in connection with
several matters:

a. Review of affordable housing policy within the Council area (including tenure split).
b. Whole plan viability to consider all other standards and policy requirements.
C. To consider the scope for Community Infrastructure Levy (CIL).

For convenience, this 2025 Viability Update is drafted as a standalone document to replace
the 2021 LPVA. Much of the content is repeated, albeit updated. The 2021 LPVA considered
whether or not there was scope for CIL. The CIL element of this report is not updated, although
the Council may revisit CIL in due course. This 2025 LPVA sets out the methodology used,
and the key assumptions adopted. It contains an assessment of the effect of the most recent
iteration of the Local Plan policies. This will allow Medway Council to further engage with
stakeholders, to ensure that the new Plan is effective.

A technical consultation event was held in 2019. Representatives of the main developers,
development site landowners, ‘call for site’ landowners, their agents, planning agents and
consultants working in the area, and housing providers were invited. There was a delay in
finalising the 2021 LPVA due to COVID-19, and while information concerning the Strategic
Sites was gathered and refined (a process that was completed in October 2021). The
responses that relate to the technical aspects of the 2021 LPVA, that were made through the
Regulation 18 consultation, have been reviewed, although very few of these related to the
viability evidence. A further technical consultation was carried out on this update in April 2025.

Over the various iterations of this report, numerous Government announcements were made
about changes to the planning processes. In December 2024, the Government published a
new National Planning Policy Framework (NPPF) which was further updated in February
20251, The associated Planning Policy Guidance (PPG) has also been updated. Whilst the
changes have a significant impact on the planning system, the consequences for this LPVA

1 The December 2024 version of the National Planning Policy Framework was amended on 7 February 2025 to
correct cross-references from footnotes 7 and 8, and amend the end of the first sentence of paragraph 155 to make
its intent clear. For the avoidance of doubt the amendment to paragraph 155 is not intended to constitute a change
to the policy set out in the Framework as published on 12 December 2024.
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are minor. The methodology used in this report is consistent with the December 2024 NPPF,
the CIL Regulations (as amended) and the updated PPG.

It is important to note, at the start of an assessment of this type, that not all sites will be viable,
even without any policy requirements or CIL. It is inevitable that Council’s requirements will
render some sites unviable. The question for this report is not whether some development
site or other would be rendered unviable, it is whether the overall Local Plan is likely to be
deliverable.

Report Structure

This report follows the following format:

Chapter 2 The reasons for, and approach to viability testing, including a review of the
requirements of the CIL Regulations, NPPF and PPG.

Chapter 3  The methodology used.

Chapter4  An assessment of the housing market, including market and affordable
housing, with the purpose of establishing the worth of different types of housing
in different areas.

Chapter 5  An assessment of the non-residential market.
Chapter 6  An assessment of the costs of land to be used when assessing viability.

Chapter 7 The cost and general development assumptions to be used in the development
appraisals.

Chapter8 A summary of the various national and local policy requirements and
constraints that influence the type of development that come forward.

Chapter 9 A summary of the range of modelled sites used for the financial development
appraisals.

Chapter 10 The results of the appraisals and consideration of residential development.
Chapter 11  The results of the appraisals and consideration of non-residential development.

Chapter 12 Conclusions summary and recommendations.
HDH Planning & Development Ltd (HDH)

HDH is a specialist planning consultancy providing evidence to support planning and housing
authorities. The firm’s main areas of expertise are:

a. Area wide and site-specific viability analysis.
b. Community Infrastructure Levy.
C. Housing Market Assessments.

The findings contained in this report are based upon information from various sources
including that provided by Medway Council and by others, upon the assumption that all
relevant information has been provided. This information has not been independently verified
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by HDH. The conclusions and recommendations contained in this report are concerned with
policy requirements, guidance and regulations which may be subject to change. They reflect
a Chartered Surveyor’s perspective and do not reflect or constitute legal advice.

Caveat and Material Uncertainty

No part of this report constitutes a valuation, and the report should not be relied on in that
regard.

Due to the nature of this assessment, it is important to note the uncertainty in the current
market. The global economy continues to be faced with uncertainty around world trade, the
ongoing war in Ukraine and unrest in the Middle East. Consequently, in respect of this report,
the assessment of viability is less certain so a higher degree of caution should be attached to
the findings than would normally be the case.

This does not mean that the report cannot be relied upon. Rather, this comment has been
included to ensure transparency and to provide further insight as to the market context under
which the report was prepared. The importance of keeping the findings under review as the
plan-making process continues is highlighted.

Compliance

HDH Planning & Development Ltd is a firm regulated by the Royal Institution of Chartered
Surveyors (RICS). As a firm regulated by the RICS it is necessary to have regard to RICS
Professional Standards and Guidance. There are two principal pieces of relevant guidance,
being the Financial viability in planning: conduct and reporting RICS professional statement,
England (1* Edition, May 2019) and Assessing viability in planning under the National
Planning Policy Framework 2019 for England, GUIDANCE NOTE (RICS, 1st edition, March
2021).

Financial viability in planning: conduct and reporting. 1st edition, May 2019 includes
mandatory requirements for RICS members and RICS-regulated firms. HDH confirms that
the RICS Guidance has been followed.

a. In preparing this report the HDH has acted with objectivity, impartially and without
interference and with reference to all appropriate available sources of information.

b. HDH is appointed by Medway Council and has followed a collaborative approach
involving the LPA, developers, landowners and other interested parties. There has not
been agreement on all points by all parties, it has therefore been necessary to make a
judgment when making assumptions in this report.

C. The specification under which this project is undertaken is included as Appendix 1. In
February 2025, the Council instructed HDH to update the 2021 LPVA, to take into
account changes in the property markets, national policy and in relation to the
emerging Local Plan.

d. HDH has no conflicts of interest in undertaking this project. No performance-related
or contingent fees have been agreed.
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e. The presumption is that a viability assessment should be published in full. HDH has
prepared this report on the assumption that it will be published in full.

f. HDH confirms that a non-technical summary is provided (in the form of Chapter 12).
Viability in the plan-making process is a technical exercise that is undertaken
specifically to demonstrate compliance (or otherwise) with the NPPF and PPG. It is
recommended that this report is read in full.

g. HDH confirms that adequate time has been taken to allow engagement with
stakeholders through this project.

h. This LPVA will include appropriate sensitivity testing in Chapter 10. This includes the
effect of different tenures, different affordable housing requirements against different
levels of developer contributions, and the impact of price and cost change.

The Guidance includes a requirement that, ‘all contributions to reports relating to assessments
of viability, on behalf of both the applicants and authorities, must comply with these mandatory
requirements. Determining the competency of subcontractors is the responsibility of the RICS
member or RICS-regulated firm’. Much of the information that informed this Viability
Assessment was provided by Medway Council. This information was not provided in a
subcontractor role and, in accordance with HDH's instructions, this information has not been
challenged nor independently verified.

Metric or Imperial

The property industry uses both imperial and metric data — often working out costings in metric
(E/m?) and values in imperial (E/acre and £/sqft). This is confusing so metric measurements
are used throughout this report. The following conversion rates may assist readers.

im = 3.28ft (3' and 3.37") 1ft = 0.30m
im? = 10.76 sqft 1sgft = 0.0929m?
lha = 2.471acres lacre = 0.405ha

A useful broad rule of thumb to convert m? to sqft is simply to add a final zero.

10
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Viability Testing

Viability testing is an important part of the planning process. The requirement to assess
viability forms part of the National Planning Policy Framework (NPPF), and of the CIL
Regulations. In each case the requirement is slightly different, but they have much in common.
Over several years various national consultations and changes have been made to the plan-
making process. These have included references to, and sections on, viability and are
considered in this chapter.

National Planning Policy Framework

An updated NPPF was published in December 2024, which was further updated in February
20252, This NPPF makes some significant changes to the planning system, particularly to the
way the overall requirement for housing is assessed (the Standard Method), however, it does
not change the place of viability testing in the plan-making process, and the detail beyond that
is largely unchanged.

Paragraph 35 of the NPPF says that Plans should set out what development is expected to
provide, and that the requirement should not be so high as to undermine the delivery of the
plan.

Plans should set out the contributions expected from development. This should include setting
out the levels and types of affordable housing provision required, along with other infrastructure
(such as that needed for education, health, transport, flood and water management, green and
digital infrastructure). Such policies should not undermine the deliverability of the plan.

As in the 2012 NPPF (and more recent iterations), viability remains an important part of the
plan-making process. The changes made in 2021, do touch on matters where viability will be
a factor:

Strategic policies should look ahead over a minimum 15 year period from adoption, to anticipate
and respond to long-term requirements and opportunities, such as those arising from major
improvements in infrastructure. Where larger scale developments such as new settlements or
significant extensions to existing villages and towns form part of the strategy for the area,
policies should be set within a vision that looks further ahead (at least 30 years), to take into
account the likely timescale for delivery.

NPPF, Paragraph 22

To ensure faster delivery of other public service infrastructure such as further education
colleges, hospitals and criminal justice accommodation, local planning authorities should also
work proactively and positively with promoters, delivery partners and statutory bodies to plan
for required facilities and resolve key planning issues before applications are submitted.

2 The December 2024 version of the National Planning Policy Framework was amended on 7" February 2025 to
correct cross-references from footnotes 7 and 8, and amend to the end of the first sentence of paragraph 155 to
make its intent clear. The amendment to paragraph 155 is not intended to constitute a change to the policy set out
in the Framework as published on 12t December 2024.

11
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Significant weight should be placed on the importance of new, expanded or upgraded public
service infrastructure when considering proposals for development.

NPPF, Paragraph 101

2.5  The Council will need to engage further with the promoters of the potential strategic sites and
service and infrastructure providers.

2.6 When the NPPF was updated in 2018, there was shift of viability testing from the development
management stage to the plan-making stage.

Where up-to-date policies have set out the contributions expected from development, planning
applications that comply with them should be assumed to be viable. It is up to the applicant to
demonstrate whether particular circumstances justify the need for a viability assessment at the
application stage. The weight to be given to a viability assessment is a matter for the decision
maker, having regard to all the circumstances in the case, including whether the plan and the
viability evidence underpinning it is up to date, and any change in site circumstances since the
plan was brought into force. All viability assessments, including any undertaken at the plan-
making stage, should reflect the recommended approach in national planning guidance,
including standardised inputs, and should be made publicly available.

NPPF Paragraph 59

2.7 Consideration has been made to the updated PPG (see below). This Viability Assessment
will become the reference point for any viability assessments submitted through the
Development Management process.

2.8 The 2024 NPPF says:

Where a need for affordable housing is identified, planning policies should specify the type of
affordable housing required (including the minimum proportion of Social Rent homes required),
and expect it to be met on-site unless:

a) off-site provision or an appropriate financial contribution in lieu can be robustly justified;
and

b) the agreed approach contributes to the objective of creating mixed and balanced
communities.

NPPF Paragraph 64

2.9 Social Rent is given greater emphasis in the updated NPPF than in the earlier iterations. This
is re-iterated in paragraph 71.

Mixed tenure sites can provide a range of benefits, including creating diverse communities and
supporting timely build out rates, and local planning authorities should support their
development through their policies and decisions (although this should not preclude schemes
that are mainly, or entirely, for Social Rent or other affordable housing tenures from being
supported). Mixed tenure sites can include a mixture of ownership and rental tenures, including
Social Rent, other rented affordable housing and build to rent, as well as housing designed for
specific groups such as older people’s housing and student accommodation, and plots sold for
custom or self-build.

NPPF Paragraph 71

2.10 The housing mix tested aligns with the Council’s wider evidence.

) :
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Of particular importance to this viability assessment is deliverability. The effectiveness of
plans was important under the 2012 NPPF, but a greater emphasis is put on deliverability in
the 2021 NPPF.

Under the heading Identifying land for homes, the importance of viability is highlighted:

Strategic policy-making authorities should have a clear understanding of the land available in
their area through the preparation of a strategic housing land availability assessment. From
this, planning policies should identify a sufficient supply and mix of sites, taking into account
their availability, suitability and likely economic viability. Planning policies should identify a
supply of:

a) specific, deliverable sites for years one to five of the plan period; and

b) specific, developable sites or broad locations for growth, for years 6-10 and, where possible,
for years 11-15 of the plan.

NPPF Paragraph 72

Under the heading Making effective use of land, viability forms part of ensuring land is suitable
for development:

Local planning authorities, and other plan-making bodies, should take a proactive role in
identifying and helping to bring forward land that may be suitable for meeting development
needs, including suitable sites on brownfield registers or held in public ownership, using the full
range of powers available to them. This should include identifying opportunities to facilitate land
assembly, supported where necessary by compulsory purchase powers, where this can help
to bring more land forward for meeting development needs and/or secure better development
outcomes.

NPPF Paragraph 126

The 2024 NPPF includes various sections (Paragraphs 67, 68, 155, 156 and 157) concerning
releasing land from the Green Belt. Such releases are subject to the Golden Rules which
require that the affordable housing contribution on such releases to be 15% above the highest
existing affordable housing requirement which would otherwise apply to the development,
subject to a cap of 50%. The Medway Council area includes a small area of Green Belt (to
the west of Strood and South of the M2 and west of the River Medway) so these rules will
apply here.

The Levelling-up and Regeneration Act became law in 2023. The Act has a significant impact
on the overall plan-making process, but does not alter the place of viability in the Local Plan
process.

The NPPF does not include technical guidance on undertaking viability work. This is in the
Planning Practice Guidance (PPG).

Planning Practice Guidance

The PPG was refreshed, when the NPPF was updated in December 2024. For the purpose
of this LPVA the changes are minor. The viability sections of the PPG (Chapter 10) were
rewritten in 2018, and subsequently further updated. The 2018 changes provide clarity and
confirm best practice, rather than prescribe a new approach or methodology. Having said this,
the underlying emphasis of viability testing has changed. The superseded requirements for
viability testing were set out in paragraphs 173 and 174 of the 2012 NPPF which said:
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173 ... To ensure viability, the costs of any requirements likely to be applied to development,
such as requirements for affordable housing, standards, infrastructure contributions or other
requirements should, when taking account of the normal cost of development and mitigation,
provide competitive returns to a willing land owner and willing developer to enable the
development to be deliverable.

174 ... the cumulative impact of these standards and policies should not put implementation of
the plan at serious risk, and should facilitate development throughout the economic cycle...

The test was whether or not the policy requirements were so high that development was
threatened. Paragraphs 10-009-20190509 and 10-009-20190509 change this:

... ensure policy compliance and optimal public benefits through economic cycles...
PPG10-009-20190509

and the aims of the planning system to secure maximum benefits in the public interest through
the granting of planning permission.

PPG 10-010-20180724

The purpose of viability testing is now to ensure that ‘maximum benefits in the public interest’
has been secured. This is a notable change in emphasis, albeit in the wider context of striking
a balance between the aspirations of developers and landowners, in terms of returns against
risk.

The core requirement to consider viability links to paragraph 59 of the NPPF (see above):

Plans should be informed by evidence of infrastructure and affordable housing need, and a
proportionate assessment of viability that takes into account all relevant policies, and local and
national standards including the cost implications of the Community Infrastructure Levy (CIL)
and planning obligations. Viability assessment should not compromise sustainable
development but should be used to ensure that policies are realistic, and the total cumulative
cost of all relevant policies will not undermine deliverability of the plan.

PPG 23b-005-20190315

This assessment takes a proportionate approach to considering the cumulative impact of
policies and planning obligations.

The PPG includes 4 main sections:
Section 1 - Viability and plan making
The overall requirement is that:

...policy requirements should be informed by evidence of infrastructure and affordable housing
need, and a proportionate assessment of viability that takes into account all relevant policies,
and local and national standards, including the cost implications of the Community
Infrastructure Levy (CIL) and section 106...

PPG 10-001-20190509

This study takes a proportionate approach, building on the Council’s existing evidence, and
considers all the local and national policies that will apply to new development.

It is the responsibility of plan makers in collaboration with the local community, developers and
other stakeholders, to create realistic, deliverable policies. Drafting of plan policies should be
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iterative and informed by engagement with developers, landowners, and infrastructure and
affordable housing providers.

PPG 10-002-20190509

2.24  Atechnical consultation formed part of the preparation of the 2021 LPVA (as set out in Chapter

2.25

2.26

2.27

3). The comments made through the Regulation 18 process have been reviewed and
responded to as appropriate. A further technical consultation was carried out in April 2025.

Viability assessment should not compromise sustainable development but should be used to
ensure that policies are realistic, and that the total cumulative cost of all relevant policies will
not undermine deliverability of the plan. ... Policy requirements, particularly for affordable
housing, should be set at a level that takes account of affordable housing and infrastructure
needs and allows for the planned types of sites and development to be deliverable, without the
need for further viability assessment at the decision making stage.

PPG 10-002-20190509

The policies in the emerging Plan were tested individually in the 2021 LPVA. In this iteration
they are tested cumulatively, to ensure that when taken together, that they are set at a realistic
level.

It is the responsibility of site promoters to engage in plan making, take into account any costs
including their own profit expectations and risks, and ensure that proposals for development
are policy compliant. Policy compliant means development which fully complies with up to date
plan policies.

PPG 10-002-20190509

The potential strategic sites are tested individually (based on information provided by the
Council). The Council will continue to further engage with the promoters of the key sites in
the Plan.

Assessing the viability of plans does not require individual testing of every site or assurance
that individual sites are viable. Plan makers can use site typologies to determine viability at the
plan making stage. Assessment of samples of sites may be helpful to support evidence. In
some circumstances more detailed assessment may be necessary for particular areas or key
sites on which the delivery of the plan relies.

PPG 10-003-20180724

This study is based on typologies® that have been developed by having regard to the potential
sites that are most likely to be identified through the emerging Plan. In addition, the potential
strategic sites are modelled individually, so as to inform a decision as to whether or not they
are to be included in the final iteration of the Local Plan.

3 The PPG provides further detail at 10-004-20190509:

A typology approach is a process plan makers can follow to ensure that they are creating realistic,
deliverable policies based on the type of sites that are likely to come forward for development over the
plan period.

In following this process plan makers can first group sites by shared characteristics such as location,
whether brownfield or greenfield, size of site and current and proposed use or type of development. The
characteristics used to group sites should reflect the nature of typical sites that may be developed within
the plan area and the type of development proposed for allocation in the plan.
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Average costs and values can then be used to make assumptions about how the viability of
each type of site would be affected by all relevant policies. Plan makers may wish to consider
different potential policy requirements and assess the viability impacts of these. Plan makers
can then come to a view on what might be an appropriate benchmark land value and policy
requirement for each typology.

PPG 10-004-20190509

This study draws on a wide range of data sources, including those collected through the
development management process.

It is important to consider the specific circumstances of strategic sites. Plan makers can
undertake site specific viability assessment for sites that are critical to delivering the strategic
priorities of the plan. This could include, for example, large sites, sites that provide a significant
proportion of planned supply, sites that enable or unlock other development sites or sites within
priority regeneration areas. Information from other evidence informing the plan (such as
Strategic Housing Land Availability Assessments) can help inform viability assessment for
strategic sites.

PPG 10-005-20180724

The potential strategic sites are tested in this study. For the purpose of this LPVA, Strategic
Sites are those which are considered key sites on which the delivery of the Plan relies or may

rely.

Plan makers should engage with landowners, developers, and infrastructure and affordable
housing providers to secure evidence on costs and values to inform viability assessment at the
plan making stage.

It is the responsibility of site promoters to engage in plan making, take into account any costs
including their own profit expectations and risks, and ensure that proposals for