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M92. Would the cumulative cost of the policy requirements set out in the Plan, along 
with any other national and local requirements, threaten the economic viability of 
development and put implementation of the Plan at serious risk? 
 
1. The Royal Institution of Chartered Surveyors (RICS) welcomes this opportunity to 

respond to Matter M92 concerning the viability and deliverability of the draft Plan. RICS 

regulates and promotes the work of property professionals throughout 146 countries 

and is governed by a Royal Charter approved by Parliament, which requires it to act in 

the public interest. RICS members, working across the spectrum within the property 

sector, have sight of the policies being addressed in the draft Plan. In formulating this 

response, we consulted our members and weighed their responses against national 

planning policy as well as existing and emerging RICS guidance. 
 

To put this in a Policy context; RICS supports the thrust of the Plan and especially the 

intention of the Mayor’s London Housing Strategy and provision of the new homes that 

are badly needed within the capital. However, this analysis highlights that this policy 

could be put at risk due to technical and methodological shortcomings. The concern is 

that failure to address these shortcomings now may give rise to challenges at critical 

points in its implementation, causing delay to delivery. 

 

2. RICS response below is confined to methodological, technical and transparency matters 

only, concerning the viability evidence base for the draft Plan, which it is understood 

comprises of the following documents: 

 

i. London Plan Viability Study (the “Viability Study”); 

ii. Technical Report (the “Technical Report”and 

iii. LPVS Addendum Report (the “Addendum”). 
 

RICS is also cognisant of the Summary of Consultation Comments on the London Plan 

Viability Study  

 

https://www.london.gov.uk/sites/default/files/summary_of_consultation_comments_on_the_london_plan_viability_study_-_copy.pdf
https://www.london.gov.uk/sites/default/files/summary_of_consultation_comments_on_the_london_plan_viability_study_-_copy.pdf


 

 

3. RICS notes that the revised NPPF of July 2018 (updated February 2019) and NPG on 
Viability of July 2018 have been issued by the MHCLG.  The NPPF (Paragraph 57) and 
NPG (Paragraphs 007 and 008) place the emphasis and weighting for viability 
assessments as primarily at the plan making stage. RICS has seen, however, the letter 
from the Secretary of State for MHCLG to the London Mayor dated 27 July 2018 
confirming that the draft Plan will be assessed against the NPPF 2012 (and presumably 
commensurate viability guidance, national and professional in accordance with that).  At 

paragraph 173 of the NPPF 2012 that plan policy requirements should not make 
development unviable (which is echoed at paragraph 34 of NPPF of July 2018 - updated 
February 2019). At paragraph 174 of the NPPF 2012 it further states that the 
cumulative impact of policy should firstly not put implementation of the Plan at serious 

risk, and secondly should encourage development throughout the economic cycle. The 
Plan viability evidence base should be both proportionate and use appropriate available 
evidence.   
 

4. RICS has considered the methodological and technical aspects of the evidence base of 

the Plan from which policies have been formulated.  This analysis has raised concerns 

which are set out in Appendix 1 on the soundness of the approach, workings and 

shortcomings of that evidence base which in turn support the current draft Plan 

policies, and therefore could threaten the economic viability of development and put 

implementation of the Plan at serious risk.   

 

5. RICS are aware of, and have seen, several representations submitted in respect of the 

draft Plan.  In particular, the RICS notes the responses from a wide range of public and 

private bodies, to the Viability Study and Technical Report, of February 2018. RICS notes 

this raised a number of methodological and technical shortcomings of the evidence base 

and questioned whether it therefore adequately provided a sound and comprehensive 

basis for policies within the draft Plan. 

 

6. RICS are also concerned over the lack of transparency of the viability evidence base as 

contained in the Viability Study and Technical Report. This would not appear to be in 

accordance with national policy and guidance and clearly made it difficult for 

respondents to analyse the inputs and results notwithstanding concerns of the 

methodological approach adopted in the Viability Study and Technical Report. 
 

7. In summary RICS have significant reservations over the methodological, technical and 

transparency of understanding of the evidence base to the draft Plan, as set out in the 

Viability Study, Technical Report and Addendum. As a result the RICS is concerned 

about the uncertainty and risk associated with the underlying evidence base in 



 

 

supporting policies which in turn could threaten the economic viability of development 

and put implementation of the Plan at serious risk. 

 
Appendix 1 
Comments below are confined to methodological, technical and transparency matters only 
concerning the viability evidence base. It should not be read as a comprehensive response 
but does focus on key components of the Viability Study, Technical Report and Addendum: 
 
Value Bands RICS are concerned at the lack of evidential justification has been 

provided in the Viability Study for the residential and non-
residential value bands adopted. As the remainder of the Viability 
Study is predicated on the adoption of the bands identified, in 
terms of other variables and the viability testing of the typologies 
and sensitivity, this starting point is of great significance to the 
results generated in the Viability Study. The banding approach 
adopted should reflect the highly complex metropolitan area 
which comprises Greater London and be appropriately justified. It 
is noted from a number of initial responses the highly subjective 
nature of the band identification. No exploration has been 
undertaken of other clustering techniques. This could provide a 
more meaningful classification of the diversity and complexity 
across London which critically impacts on viability.  As a result, 
the Viability Study analysis as a whole, given this value band 
starting point, is questioned given the compounding effect 
throughout the rest of the study. 
 

  
  
  
Developer Return RICS believes it is inappropriate from a methodological and 

technical perspective to seek to derive returns from the accounts 
of housebuilders and then apply these to development.  These 
are backward-looking following development, subject to a 
number of in-built assumptions, and do not reflect forward-
looking, risk-adjusted required returns appropriate for the 
typologies adopted.  The RICS considers that the explanation 
given in the Viability Study and conclusions drawn with regard to 
development returns are inappropriate for the complexity of 
development that would be experienced in the greater London 
area.  This is a significant component within the appraisal model 
which has commensurate impact on viability. 



 

 

 
Development 
Programme 

RICS note that no evidential basis has been provided in the 
Viability Study for development programmes for each of the 
typologies adopted and tested.  The development programme 
adopted is a critical part of viability analysis particularly in respect 
of larger development and needs to be tested. This is a significant 
component within the appraisal model which has commensurate 
impact on the output results. 

  
  
Base Land Values RICS is very concerned at the significant number of factual 

inaccuracies contained in the Addendum and interpretation of 
the RICS and other professional guidance and recent case law. 
Notwithstanding this the BLV analysis appears wholly inadequate 
so to inform the typologies adopted and geographical spread of 
development throughout Greater London.  The BLV analysis and 
prescriptive nature appears methodologically inconsistent with 
national policy and other relevant guidance. 
 

Viability Model  RICS is concerned that the GLA Development Appraisal Toolkit 
does not provide a transparent analysis of the development 
typologies and cannot perform sensitivity analysis appropriate for 
Plan wide testing.  As such the model exacerbates the deficiencies 
found elsewhere in the Viability Study. The lack of transparency is 
wholly inconsistent with national policy. 
 

Typologies  RICS notes that London is a highly diverse and complex 
metropolitan area. The typologies adopted do not appear to 
reflect this diversity and complexity of development across 
London.  The selection process for the typologies is questioned as 
being consistent with national policy. Notwithstanding this, the 
limited sample of case studies and value banding stating point 
(see above) has a compounding effect throughout the rest of the 
study. The typologies adopted and their testing in the Viability 
Study is of significant concern given the resulting outputs. 
 

Sensitivity Analysis RICS is concerned with regard to the limited sensitivity analysis 
undertaken within defined parameters which appear to be 
randomly selected.  The analysis would appear disproportionate 
given the complexity of development in Greater London and 
inconsistent with national policy. 
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