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City of Westminster




	Financial Viability in Planning

Advice for Applicants


This note provides guidance for applicants and their agents on the information required and the procedures in place where you intend to submit a viability assessment to justify why your development is not policy compliant. Normally this relates to the affordable housing offer. 
You should refer to the National Planning Policy Framework 2018 (NPPF) (https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/728643/Revised_NPPF_2018.pdf) and the Government’s Planning Practice Guidance (https://www.gov.uk/guidance/viability) on viability, which advises that: 
Viability assessment is a process of assessing whether a site is financially viable, by looking at whether the value generated by a development is more than the cost of developing it. This includes looking at the key elements of gross development value, costs, land value, landowner premium, and developer return.
Paragraph 57 of the NPPF advises: ‘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.’

You should also refer to the Mayor of London’s Affordable Housing and Viability Supplementary Planning Guidance (SPG):

https://www.london.gov.uk/what-we-do/planning/implementing-london-plan/supplementary-planning-guidance/affordable-housing-and-viability-supplementary-planning-guidance-spg 
What information should your viability appraisal contain?

Your viability assessment must be prepared by a viability expert and must include an executive summary and clear conclusions. 

You must provide a signed statement confirming that: 

i) your viability appraisal has been prepared in accordance with best practice, and 

ii) your appraisal has not been prepared on the basis of performance related or contingent fees or similar arrangements. Failure to include such a statement will call into question the impartiality of the advice contained within it and the weight the City Council can attach to it.  

Government guidance advises that, where a viability assessment is submitted to accompany a planning application this should be based upon and refer back to the viability assessment that informed the local authority’s plan; and the applicant should provide evidence of what has changed since then.

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 viability evidence underpinning the plan is up to date, any change in site circumstances since the plan was brought into force, and the transparency of assumptions behind evidence submitted as part of the viability assessment. Any viability assessment should reflect the government’s recommended approach to defining key inputs; namely gross development value, costs, land value, landowner premium, and developer return, as set out in Planning Practice Guidance and the Mayor of London’s Affordable Housing and Viability SPG. For the avoidance of doubt, the Existing Use Value plus Premium (EUV+) methodology should be used to establish the benchmark land value.

The procedure for the assessment of viability appraisals

If your proposal relies on a viability appraisal to demonstrate why a policy compliant scheme cannot be provided, you must submit:

i) the viability appraisal which includes the information outlined above;

ii) a written assurance confirming that you will cover all reasonable costs associated with the assessment of such an appraisal; and

iii) the names of the applicants, any agents, consultants, parent or holding companies, development managers or other interested parties involved/likely to be involved in the development must be clarified on submission of the viability appraisal in order for any potential conflicts of interest to be identified. 
If the requisite information is not provided at the outset, the appointment of an expert consultant to review the assessment will be delayed.
The City Council will procure the services of an independent expert consultant, normally by seeking three bids to undertake work in accordance with a brief prepared by the City Council. The consultants approached will determine if a potential prejudicial conflict of interest arises they would not be expected to bid. In these circumstances no replacement bid will be sought by the City Council. 

 

The brief to the independent expert consultant will be entirely constructed by the City Council to serve its own purposes in testing the applicant's case and will not be subject to consultation or agreement with the applicant.  The City Council will be responsible alone in determining the final appointment.
 

There may be a requirement for dialogue between respective experts prior to the submission of a final report. Any information you provide to the appointed independent consultant which you wish to rely on as part of your viability case must also be provided to the Council’s case officer. If you are unwilling to provide this information to the Council then it will not be possible to attach any weight to it and it will not be taken into account in the review of your viability assessment. Failure to provide full disclosure of all relevant information to the consultant in a timely and accessible manner is likely to delay determination of the application and result in additional costs being incurred by the applicants where additional work for the appointed consultant is required. 

You will be required to sign the appointment letter undertaking to meet all the costs of the Council’s expert consultant in their entirety and accepting that you will be invoiced directly by the appointed consultant. All costs must be met before the application is accepted onto an agenda for consideration. Failure to do so will result in a delay in the determination of your application.

This note is intended to clarify the information required by the City Council in order to prevent unnecessary delays or additional costs in the process. However, in some cases additional information will be required, depending on the specific circumstances of the development proposals or the site.

Review mechanisms

In certain circumstances, and in particular for large and phased schemes, where evidence has been submitted and independently verified at planning application stage to demonstrate that it would not be financially viable to provide the quantum of affordable housing required by policy, the City Council may decide to secure a post-permission viability review by S106 Agreement, to demonstrate how policy compliance can be achieved over time as a result of changes to market conditions. 
Where post-permission viability assessments reveal the scheme can viably deliver more affordable housing, the developer will be expected to provide the affordable housing on‐site. Where the council considers that this is not practical or viable, the affordable housing should be provided off‐site in the vicinity (where the council considers that the affordable housing provision is greater and of a higher quality than would be possible on‐ or off‐site in the vicinity, and where it would not add to an existing localised concentration of social housing). Where provision of affordable housing on‐ or off‐site in the vicinity is not practical or viable, the council may accept a financial contribution to the affordable housing fund to provide affordable housing elsewhere in the City. 
Transparency
As set out in the national Planning Practice Guidance, any viability assessment should be prepared on the basis that it will be made publicly available other than in exceptional circumstances. For the avoidance of doubt, your viability appraisal will be made public as part of your application submission unless you provide, at application stage, a redacted version which includes full justification for all redactions and those redactions are agreed by the City Council. You must provide a full list of redactions and justifications for ease of reference. The City Council reserves the right to challenge or require further clarifications on any redactions during the course of the application process or post-permission where necessary.
Even in circumstances where redacted submissions are agreed by the City Council, an executive summary should be made publicly available. Information used in viability assessment is not usually specific to that developer and thereby need not contain commercially sensitive data. In circumstances where it is deemed that specific details of an assessment are commercially sensitive, the information should be aggregated in published viability assessments and executive summaries, and included as part of total costs figures. Where an exemption from publication is sought, the City Council must be satisfied that the information to be excluded is commercially sensitive. This might include information relating to negotiations, such as ongoing negotiations over land purchase, and information relating to compensation that may be due to individuals, such as right to light compensation. The aggregated information should be clearly set out to the satisfaction of the City Council. Any sensitive personal information should not be made public.
 

