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Introduction: Our Approach
The Wolfson Economics Prize 2014 has offered a
fantastic opportunity to demonstrate how the new
homes we desperately need can be built. The Prize
question cuts to the heart of why we’ve failed to build
enough new homes, and it rightly demands of entrants:
• An ambitious vision for a garden city that
is modern, environmentally sustainable and
which provides homes affordable to those
on a range of incomes.

To rise to the challenge of this Prize, no single
organisation can bring all the expertise needed.
So we have drawn on the practical experience
and knowledge of a market-leading team:
• Our model for housebuilding and infrastructure
has been developed with advice from experts
at KPMG and Laing O’Rourke.
• Our masterplan and design has been led by
visionary architects at PRP.

• A robust and credible private financing
model, which would be a serious proposition
to real investors.

• Our investment proposition has been
developed with practical expertise from large
scale investors Legal & General.

• Proof that local popular support can
be achieved and an intelligent strategy
to realise it.

• Our approach to securing local popular support
is evidenced by new primary research led by
independent research agency BritainThinks
and polling by YouGov. Their research informs
our strategy to translate support in principle to
support in practice, by offering the right sorts
of incentives, based on robust insight into
what local people want.

To respond, we have taken a bold and robust
approach: selecting a real site and therefore being in
a position to show that our model is deliverable in
practice, not just in theory.
Our proposal is for Stoke Harbour Garden City on
the Hoo Peninsula in Kent: a city of 30,000 to 40,000
people, which can be built in 15 years and could
grow beyond then to a city of 100,000 or more.
What makes our proposition unique is that it has
been rigorously strengthened by the views of those
who matter most: the people who would
actually live there.
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Our plan is not just theoretical: it is a model that is
ready to go. Our new model for a garden city
combines an ambitious vision, a credible investment
model and an intelligent, insight-based strategy to
gain local popular support. We hope that the
Wolfson Economics Prize 2014 is the catalyst that
sees new garden cities move from concept to reality.
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Introduction: Our Approach

Medway residents vote overwhelmingly for
our proposals at a full day ‘Citizens Jury’ event,
run by an independent research agency

In Part 1 we discuss the principles that inform
our model. We look at housing demand and
local consent, economic rationale, models to
co-ordinate investment and the options to pay
for major infrastructure without public subsidy
In Part 2, we set out the vision for our proposal:
Stoke Harbour Garden City. We introduce
the design, infrastructure, environmental
credentials, homes and governance.
In Part 3, we lay out in detail how the theory
from Part 1 can be applied to realise our vision
for Stoke Harbour. We show Stoke Harbour
Garden City growing year by year and explain
how investors will have the confidence to make
our proposal viable.
Finally, in Part 4 we explain our approach
to popular support. We present brand new
research into the attitudes of people in Medway,
which has informed both the design of our
garden city and the campaign we would run in
order to win a local referendum.
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Executive Summary
After decades of under-supply, we urgently need to
build more homes. Shelter and KPMG recently set out
a comprehensive plan to get us building the homes
we need.1 A new generation of garden cities is a key
part of that programme - so we are delighted to enter
the Wolfson Economics Prize 2014. Our proposal has
been developed by Shelter and PRP with advice from
KPMG, Legal & General and Laing O’Rourke.
At the heart of our proposal is the simple concept
of ‘the city that built itself.’ By structuring incentives
correctly we show how we can mobilise resources
from investors, land-owners, advanced construction
firms, self-builders, small businesses, local authorities
and local residents themselves – without the need for
public subsidy, and without stinting on infrastructure,
affordability or quality.
By identifying a genuine site in Medway for our
garden city, called Stoke Harbour, we have put our
ideas to the test, and addressed the challenges any
theoretical proposal must face. We have spoken in
depth to the people of Medway, and adapted our
proposals to reflect what they told us.

1 KPMG and Shelter, Building the homes we need, 2014
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PART I : F OUN DATIONS
Before setting out our vision for Stoke Harbour
itself we explore the core economic and delivery
principles behind our proposal.
Any new garden city must be founded on
economic demand and local consent, and
moderated by environmental constraints.
The chosen location must reflect a balance
of these three factors:
• There must be effective demand for new homes
in the functional economic area, which is
closely linked to jobs. The proposed garden city
must generate a critical mass of employment
opportunities itself, but also connect to existing
centres of employment via transport links.
• While responding to regional and national
demand, a new garden city must also be
wanted by local people and consented to by
the local authority. It must include real benefits
for local people, over and above compensation,
such as additional infrastructure up-front or
financial incentives, and must be sufficiently
popular to win a local referendum.
• Any new garden city must respect
environmental constraints. Much of England’s
land is rightly protected and cannot be
developed, and minimising energy use and
flood risk should be key considerations in
designing a new garden city.

To be self-financing, the development
model must capture some of the increase
in land value created by the new city.
• The original garden cities of Letchworth
and Welwyn achieved this through philanthropic
donation of the land, while the post-war new
towns did so via compulsory purchase at
agricultural prices. Today we need an approach
that incentivises land owners to participate
voluntarily.
• We advocate a development model in which
major landowners co-invest their land into a
development partnership, yielding attractive
medium to long term returns. The real value
of a new garden city will be realised over time
and at scale, making co-investment a rational
business strategy for large landowners seeking
to maximise their asset value.
To deliver a new garden city without
public subsidy, substantial private
investment must be secured.
• With advice from Legal & General and
KPMG we have developed an ‘investment
waterfall’ model, in which each stage of
development and population growth triggers
the next round of investment, so that social
infrastructure stays a step ahead of demand.
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PART I I : V I SION
Based on these foundations, we set out our proposal
for Stoke Harbour, a polycentric garden city for which
we have modelled the main city in detail.
Location
Applying our location criteria led us to the Hoo
Peninsula in Medway. Part of the Thames Gateway
regeneration area in the wider South East, the Hoo
is currently poorly served by transport, but is
ear-marked for improvements and is close to
well-connected zones. Relatively easy upgrading
would place it 45 minutes from King’s Cross and
link it naturally to Ebbsfleet Garden City, creating
a new regional centre of employment and growth.
While there are environmental constraints on
developing the Hoo, our proposed sites avoid
protected areas and maximise use of brownfield
land around existing power stations and industrial
estates. Existing land values are low relative to the
South East, and there is a high level of local and
regional demand for homes,
jobs and infrastructure.

Design

Transport

Designed on a human scale, Stoke Harbour will be
built to the density of a typical mixed-use European
city centre or Victorian English town, with 15,000
homes built over 15 years. With future urban
extensions and orbital settlements it will grow to
a polycentric garden city of some 60,000 homes.

Our comprehensive transport strategy will produce
a step-change in connectivity quickly:

Key features such as valley water-courses,
hedgerows and shelterbelts will be used to create
linear parks that link public green spaces: 40% of
the total area will be green space.
A tidal harbour will be built out of low-lying
brownfield land at the south of the site - avoiding the
ecologically sensitive and protected wetlands entirely.
Vibrant local neighbourhoods will be built around
shops, services and open spaces, clustered in local
centres within a short distance of people’s homes.

• A shuttle train to Gravesend on the existing
freight line.
• A subsidised bus link to Medway.
• Upfront upgrades to Four Elms roundabout that
is currently a rushhour bottleneck.
As Stoke Harbour grows, the rail line will be
twin-tracked and a new relief road built in the
same corridor, linking to the proposed new Lower
Thames Crossing.

Wolfson Economics Prize MMXIV
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Executive Summary

Homes

Economy

Environment

The people of Medway told us that they want new
homes to be affordable to local people on normal
wages. So 37.5% of the homes will be in affordable
tenures including shared ownership, and the
homes for sale will be priced competitively for
Medway. To encourage early movers and foster
character, self-build will be a real option for people
from across the income spectrum. Specially
designed homes for older people will be linked
to local services.

Stoke Harbour will support a thriving new local
economy, during construction and beyond. Housing
and infrastructure will employ upwards of 1,000 in
construction, 150 apprentices and 1,500 in the supply
chain. Laing O’Rourke will set up an off-site
manufacturing factory employing 350 people and
50 apprentices.

Our proposals seek to reduce the impact of human
populations on sensitive areas by incorporating
environmental enhancements recommended by
the RSPB. Stoke Harbour will minimise flood risk and
energy efficiency, making best use of waterways and
the existing power stations. A new community energy
cooperative will use bulk purchasing power to reduce
energy bills for new and existing residents.

Shelter
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We estimate that Stoke Harbour will generate at least
2,000 permanent jobs in retail, hospitality,
communications, real estate and financial services,
and an additional 1,000 jobs in public services and
related sectors.
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PART I I I : V I ABI L I TY
We achieve economic viability through
a partnership model, and the careful phasing of
investment and delivery under a detailed
business plan.
Development partnership
A partnership structure aligns multiple stakeholders’
interests and capabilities:
• Shelter will be the initial promoter of the
partnership, identifying and negotiating with
potential partners, appointing advisers and
raising initial funding.
• We will approach potential co-promoters willing
to invest in our vision and provide expertise in
the early stages. Reflecting the development
cycle, risk preferences and time horizons, the
co-promoter’s interest will be sold to a core
development investor for the construction
phase, and then to a long term investor for the
post-construction estate management phase.

• We will approach the Church Commissioners
(the major land owner on the site) giving them
the opportunity to co-invest their land in the
partnership, with a call option ensuring they take
no planning risk.
• We will engage with Medway Council from the
outset. Our proposals create significant benefits
to Medway’s people and economy including
delivering much of the Council’s existing capital
investment programme for social infrastructure.

• Social infrastructure and homes will be delivered
under a detailed year-by-year growth plan,
supported by an ‘investment waterfall’ that
releases investment as it is needed.
• Transport infrastructure is funded upfront by a
hybrid debt solution and repaid by commercial
rents, business rates from a new Enterprise Zone,
some rail-user tolling, and carparking income.

Business plan
Rapid build out is central to the growth plans for
Stoke Harbour, which averages 1,250 homes per year
(4-5 times the current UK average). Balanced phasing
is vital to securing investment, while growing a sense
of place quickly and avoiding outpacing demand:
• Construction will be in three phases of four years,
with regular milestone reviews and constant
market absorption monitoring. We will achieve
these accelerated build-out rates through careful
market segmentation, improved connectivity,
place-making and a model for offsite
manufacture developed with Laing O’Rourke.

Wolfson Economics Prize MMXIV
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PA RT IV : P OP U L AR I T Y

• Contain die-hard opponents by addressing
legitimate concerns.

With the agreement of the local
authority we will hold a local referendum
on our proposal, as the true test of its
popularity. Understanding local people’s
hopes and concerns is vital to winning
a referendum, so with kind sponsorship
from Legal & General we conducted new
primary research with YouGov
and BritainThinks:

• Channel the existing support of the majority
and motivate them to vote.

• Polling, focus groups and a full day ‘Citizens Jury’
with people in Medway confirmed that there is
already majority backing for a garden city on the
Hoo Peninsula (54% support/33% oppose).2
• Local people feel that the Hoo is under-utilised
and under-served, and would benefit from new
homes, jobs and services.
• People in Medway have concerns about flood risk
and the direct benefits to them and their family.
Using Shelter’s unique insight tool,3
we identify distinct demographic
groups and their attitudes, to tailor
our communications. This yields
a triage strategy:
• Compensate generously the 35 homeowners on
the site, paying 150% of the value of their home
for people who want to leave, or £100,000 plus
expenses for those that want to stay.
Shelter
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• Convince waverers, by appealing to
their aspirations.
Focusing on the tactics best suited
to convincing waverers and win a
referendum, we tested financial and
non-financial incentives on local
people in Medway:
• Cash incentives were very unpopular,
being perceived as bribes. Even £5,000 per
household had a strong negative effect on
support. Investment opportunities were not
well received either.
• Reductions in energy bills or council
tax rebates were popular if perceived as
compensation, not bribes. We therefore
offer council tax rebates to nearby residents
and an energy bill discount scheme
throughout Medway.

To secure long term support, we will
work with local people to masterplan
Stoke Harbour, and give them a stake
in a Community Trust with its own
income and assets.
• We will engage with existing residents in the
surrounding area via focus groups, social media,
events and ongoing working groups, to ensure
genuine local input to the design of
Stoke Harbour.
• An asset-owning Community Trust will be
created, run by Stoke Harbour’s residents
themselves, with annual income growing
into the millions as the city develops. This will
support the community’s own priorities, such as
additional services or educational grants.
Engaging positively with local people has confirmed
aspects of our original proposition, and transformed
others. We believe the resulting plan offers an exciting
and credible vision that can take a new generation
of garden cities from concept to reality.

• The most popular incentives were nonfinancial, particularly local jobs and locally
affordable homes.
2 YouGov for Shelter, 2014
3 Shelter Housing Insights for Communities, 2011
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PA R T I : F O U N DAT I O N S

PART I : FOUNDATIONS
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Before outlining our specific proposal for a garden city,
we explore some of the most important questions that
would face any garden city and we outline our economic
and development models.

a) Demand and Consent
Like any development proposal,
a new garden city must respond to
effective demand for homes, jobs,
infrastructure and services. As well as
economic demand, there must be
popular demand for a garden city to
succeed. While popular demand can
be a catalyst for local authority consent,
the two are not synonymous.

Demand for homes
Evidence of the demand for new
homes is everywhere – from the price
of private homes to the length of
waiting lists for affordable housing and
the rising numbers of people turning to
their council for help with housing.
Precise estimates are impossible, but
studies identify a need for between
230,000 and 300,000 homes per year
in England – while supply is running
at well under 150,000.

Of course, demand is not evenly spread
across regions. House prices in London
and the South East have risen higher
and faster than anywhere else over the
last two years.

Figure 1: Estimated and projected age structure of the UK population (thousands),
mid-2010 and mid-2035. Source: Office for National Statistics

As demographic profiles change,
particularly as society ages rapidly,
demand for homes suited to smaller
households rises. There are already
almost nine million people over the age
of 65 in England,1 and households
headed by someone over 65 are
projected to account for 59% of
household growth.2
Ninety per cent of older people in need
of care and support are in mainstream
housing, rather than specialist housing,
and 75% of these are owner occupiers.
Coupled with a more affluent
generation of retirees with greater
aspirations for their retirement, these
changes define a new market for homes
that are age friendly, but a long way
from the institutional environments that
have become synonymous with older
people’s housing.3

1 2011 Census - Population and Household Estimates
for England and Wales, March 2011
2 Household Interim Projections, 2011 to 2021,
England, DCLG, 9 April 2013
3 Integrated by Design – housing and care for older
people in the UK, current provision and emerging
trends, PRP, April 2014
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Economic rationale

Popular support

Effective demand for homes is also
closely related to access to
employment. This means that the
success of any garden city will depend
largely on its ability to connect to wider
regional, national and international
economic geographies.

The existence of economic demand
alone is not sufficient to create a new
garden city. The consent of local people
and the active support of the local
authority will also be needed.

In England, this means being connected
via transport links to the major
employment centres – primarily
London. But to be a sustainable and
thriving place, a new garden city must
also provide a critical mass of
employment opportunities itself if it is
to avoid becoming a ‘dormitory’ town
for commuters.
In particular, where a new garden city is
located in the same sub-region as
existing large settlements the additional
population and skills should make the
area a more attractive destination for
larger businesses and employers, and
increase their potential output.

Shelter
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A garden city needs the support of local
people, and its promoters should seek
to achieve this by demonstrating that it
offers them real benefits, and that they
have a real voice in its development and
a stake in its success. The acid test of
local consent is a referendum, which if
won would provide a strong local
mandate for the garden city to be built.
Evidence from the British Social
Attitudes Survey 2013 showed that
employment opportunities were by far
the biggest factor in increasing support
for new development, followed by
hospitals, low cost homeowners,
transport and schools.4

While everyone has a theoretical ‘price’
at which they become willing to accept
a new development, there is academic
evidence to show the framing of
financial incentives is critical to their
success.5 Framing incentives effectively
is therefore imperative for any garden
city if financial incentives are to be cost
effective. Evidence suggests that the
most effective compensation strategies
to secure public support for garden
cities are financial rewards framed as
reductions to existing costs of living,
such as council tax rebates or energy
bills.6

A referendum would demonstrate a
clear mandate from local residents for
the construction of the new garden city,
outside of the normal plan making
process. The design and planning
process enabled by the referendum
must be transparent and participatory
in order to maintain the support of local
people, and a co-production strategy
for engaging local people in the design
of the garden city should be produced
during pre-planning.

Those whose homes are directly
affected deserve to be well
compensated, and where possible
should be given choices as to whether
they want to leave, in which case a
generous cash payment should be
available, or whether they want to stay
and be part of the garden city, in which
case a generous cash payment to
compensate for the short-term loss in
house price and in-kind compensation
for inconvenience during construction
should be offered.

4 DCLG, Public Attitudes to New House Building: Findings
from the 2013 British Social Attitudes Survey, 2014
5

We present some of this evidence in Part IV and
Appendix II

6

Polling conducted by the Wolfson Economics Prize by
Populus, May 2014
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Local authority consent
Local authorities will have many reasons to support
the construction of a new garden city in their area.
Building a new garden city will increase the economic
viability of the whole area, exceed their 5 year land
supply and bring forward and fund some of their
future planned capital expenditure. However, they will
also have concerns.
The promoter of a new garden city should secure the
local authority’s consent for a local referendum to be
held, by showing that there is enough support for a
referendum to be won. The legitimate concerns of the
local authority should be reflected in the promoter’s
initial plans before a referendum is held.
Agreement must be achieved in advance between
the local authority and the promoter that winning the
referendum would trigger a solid planning outcome,
so as to avoid further doubt about whether the
garden city will be built. This then allows confidence
and time for the promoter to co-produce the final
masterplan with residents, investors and partners
before final approval from the local authority.

Wolfson Economics Prize MMXIV
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b) Development Model

New Garden City Investment Model7
Promotion Phase

For a garden city to be viable, land must be brought
into the development phase without prohibitive
upfront cost, so that the additional value created by
development can be utilised to pay for social and
transport infrastructure as well as returns for investors.
The economic principle underpinning our preferred
garden city model is simple: the uplift in land value
that comes from the creation of successful places
should support the investment required to create it.
Instead of relying upon coercion or donation, our
preferred model seeks to capture land value
voluntarily through a partnership model, in which
landowners will be able to realise strong returns over
the medium to long term by investing their assets in a
development partnership, under the principle of
co-investment.

The development partnership
The development partnership would take the form of
a Limited Liability Partnership (LLP), which allows
flexibility with profit sharing and other terms of the
contract between the partners in the Partnership
Agreement.

Land
Owners

Wolfson Economics Prize MMXIV

New
Garden City
Partnership

The Promoter

Co-Promoter / Funder

Role is to articulate the vision for the
garden city, conduct the land search,
source all required expertise and negotiate
with all key stakeholders in order to draw
the partnership together and ensure the
vision is retained throughout the process.

Provides additional funding and expertise in
land assembly and promotion, although
these could be sourced separately from
advisers.

Also needs to fund the initial stages prior to
a co-promoter/funder investing and
production of the conceptual masterplan
and outline business plan.

7 “Building Sustainable Urbanism, A Strategic Land
Investment Model”, The Prince’s Foundation for the Built
Environment, 2010, Beacon Press

Shelter

CoPromoter /
Funder

The
Promoter

Takes planning and land assembly risk and
seeks a 250%-300% return on investment
within 5-7 years by achieving the outline
planning permission.
Sells partnership interest to realise return.
Potential investors are real estate
opportunity funds, speculative land
buyers and promoters.

Advisers

Advisers
Professional advisers such as masterplanners
should also be considered as potential
although non-essential partners.
A financial interest helps align goals, and it
would also help with cash flow through
reduced advisers’ fees in the early stages.
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New Garden City Investment Model
Infrastructure and Construction Phase
Core
Development
Investor

CoPromoter /
Funder

New
Garden City
Partnership

Acquires Co-Promoter / Funder’s partnership interest.
Contributes capital for detailed planning, land acquisition
and land preparation.
Planning risk and land assembly risk have been removed
and investment is into a real-estate backed partnership.
Seeks development profits of 10%-15% IRR over the
construction period.
Potential investors are value-add/opportunity real estate
funds, or strategic developers.

Core
Long-Term
Investor

Core
Development
Investor

Local
Authority

Core Development Investor

Steady State Land Management Phase

Local Authority
Once the local mandate has been won the public and
private sectors will need to work together.
An effective way of achieving this would be for the local
authority(s) to join the partnership and contribute expertise
through the Delivery Board.
The local authority would also be expected to make a small
financial contribution to the partnership, on the same
commercial basis as other partners,8 as having a financial
interest (‘skin in the game’) is an effective method of
aligning objectives.

New
Garden City
Partnership

Core Long-Term Investor
Acquires Core Development Investor’s partnership interest.
Receives de-risked annuity cash flows for the life of the
New Garden City Partnership.
Potential for increased yields due to strategic management of
the estate.
Potential investors are institutional investors seeking steady
state annuity returns.

Figure 2: New garden city investment model

8 This is normal in public/private projects such as NHS LIFT, Building Schools for the Future and the proposed PF2 models.
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Major landowners as
co-investors

the landowner. By contrast, co-investment shares a
greater degree of both risk and reward between the
landowner and other investors.

Co-investment means that landowners contribute
land as equity into a partnership, at an agreed
valuation expressed as a multiple of existing use
value. As co-investors in the partnership, landowners
would retain control over the development, take on
some of the risk (which can exclude planning risk),
and take a proportion of the development gain.
Co-investor landowners would negotiate the returns
profile with the other members of the partnership
through either long term annuity income or medium
term capital gain.

While this may not appeal to all holders of land assets,
it is a rational business strategy for landowners to
adopt under several conditions (which are not
mutually exclusive):

Co-investment contrasts with the speculative sale
strategy adopted by many land owners, under which
land is sold ‘on spec’ to developers (either directly or
under option agreements) before planning
permission is granted. The land price under the
speculative strategy therefore reflects both the hope
value of the land and the significant risks that the
developer takes in acquiring it.9
The speculative strategy suits landowners in many
circumstances, as it allows them to pass risk to the
developer and gives them a clear, upfront cash price
for their land. However, for precisely the same reasons
it also delivers a lower share of development value to

9 Callcutt Review of Housebuilding Delivery, DCLG, 2007
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1. Where the landowner has a general
strategy of long term asset ownership, and/or
commitments to specific locations.

This is likely to be the case for endowed
landowners with legacy commitments to certain
places or asset types.
2. Where the landowner requires long term
income streams to match liabilities such as
pension annuities.

This typically applies to pension funds, but also to
endowment funds set up to provide long term
income for beneficiaries.
3. Where a landowner lacks the capital or debt
to fund development, but does not want to
forego the development gain.

This may well apply to smaller landowners.

4. Where a major development cannot
proceed without the involvement of several
landowners’ assets, and other development
options are far less attractive.

In these circumstances, the hope value of each
landowner’s holdings alone may be minimal, as the
potential can only be realised through the marriage
value of them all.
5. Where a landowner controls sufficient
land to proceed with a major development
alone, but where the net present value of
a long term investment is higher than the
speculative sale price.

This is highly likely to apply to new garden cities,
where returns will rise over time as risk decreases.
6. Where political and policy considerations
make it unlikely that a landowner will be able
to realise maximum value from a site acting
alone, but may be able to do so in
partnership with others.

This may apply to places where a history of
undesirable or poorly delivered development has left
local communities and public authorities mistrustful
of existing developers and landowners.
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Conditions 1 to 3 refer to the nature
and business strategy of the landowner;
it should be easier to make
the case for co-investment to these
landowners. Conditions 4 to 6 refer to
the location of the land and its
suitability for development: under these
conditions, a rational landowner of any
type will regard hope value as relatively
low, as there is little chance of the only
high value scheme being delivered
without the co-investment of
land assets.
Many, if not all, of these conditions
may apply to the most appropriate sites
for new garden cities. A garden city
development is particularly suited to a
co-investment strategy, because the
optimum value of the development is
only realised over time and at scale. A
single development of, say, 100 homes
in an isolated rural location is unlikely to
yield the best returns to the landowner,
whereas the creation of an entire new
place offers the potential to turn rural
and brownfield land holdings into far
higher value residential assets once
the necessary infrastructure has
been supplied.

subject to planning permission from the
smallest landowners without it
impacting on viability.
Each of these options will be backed by
the credible threat of losing land value
via planning designation of part or all of
their land as permanent Local Green
Space within the garden city. As a last
resort, where land critical to the scheme
cannot be acquired voluntarily,
Compulsory Purchase Orders10 should be
used. Having the local authority as part
of the partnership would help with this
process, or failing this, the Homes and
Communities Agency (HCA) could assist.

Smaller landowners

Existing homeowners

With the bulk of the land secured,
smaller landowners and homeowners
will be offered the choice of coinvesting themselves, or taking an
upfront payment of above existing use
value. Both options will give property
owners substantially more than the
land would otherwise be worth, with
additional incentives for swift
settlement. The partnership may also
consider acquiring land via options

Due consideration should be given to
retaining homes currently in the new
settlement, as existing buildings and
residents will help to provide character
and links to the settlement’s history.
Homeowners should be given a
choice of selling their property at
above existing market value, or
remaining in their home and receiving
a substantial compensatory payment,
recognising a potential short term loss
in value and also disruption during
the construction period.

Community ownership
Finally, the community of garden city
residents should be treated as a key
stakeholder. One of the key features of
the original garden city movement was
its commitment to community
ownership of assets, to retain value
added within the garden city itself.11 A
century after its founding, Letchworth
Garden City’s Heritage Foundation today
owns some £127m of assets, giving it a
rental income of £7.5m per year.12
Progressive transfer of assets to a
community trust, once their investment
cost has been paid down, will endow the
garden city with a portfolio of income
yielding property to support community
benefit in perpetuity.

10 Discussed in more detail at Appendix I
11 21st Century Garden Cities of To-morrow: a manifesto,
Yves Cabannes, Philip Ross, NGCM, 2014
12 Letchworth Garden city Heritage Foundation, 2013
Corporate Plan
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c) Delivery Model
Key Principles of
a New Garden City
Growth Plan
The following principles should form
the basis of the growth plan for a
privately funded garden city.
1. Confidence in the planning of
the new garden city’s financing
and construction is critical.

The new garden city partnership and
its advisers should talk to all
stakeholders to agree an investment
waterfall (see Business Plan, below).
This is a phased plan for the release of
capital based on a number of
contingencies, such that the required
funding and public sector support is in
place prior to the granting of planning
permission.

2. Form the Community Trust
during the planning process
so that it is visible and active
to existing residents and
stakeholders from day one.

The Community Trust is an important
and unique pull factor for the
settlement and will help foster
community spirit and create the
character of the new city during its
formative years.
3. Utilise existing demand for
social infrastructure and existing
transport infrastructure to start
building.
4. Prioritise building the first
social infrastructure and use
small amounts of targeted
borrowing to achieve this without
taking on large amounts of risk.

Providing this social infrastructure will
also show follow-through on the
measures that people voted for in the
referendum.

5. Let self-build give the
settlement a kick-start.

Don’t restrain self-builders (other than
within the master-plan). Accelerate
and meet demand by allocating land,
using a light touch approach to
planning control and facilitating a
range of self-build models.
6. Where transport infrastructure
is scaleable prioritise any
amounts that create a step change
in connectivity.

The larger projects may need to wait until a
little later in the settlement’s development,
in order to balance the desire to create the
best conditions for growth and the short
run financial implications of pre-loading
infrastructure costs, but these projects
should be undertaken as soon as the
economics are feasible.
7. The settlement’s character will
come from its urban core. Start
the development of the areas that
will provide the new city with its
identity as soon as possible.

Including the town centre and any
special/unique areas, such as
waterfront or other topological
features.
Shelter
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8. Maximise market absorption
by segmenting construction
across a range of different
tenures, designs and price points.

Build starter homes for sale, larger
family homes, social rented homes and
intermediate options. Below-average
sale prices will attract early buyers,
while alternative provision such as
self-build plots and house boat
moorings will bring in pioneers.
9. Encourage competition and
innovation to get to scale quickly.

Garden cities need to grow quickly, in
order to create the land value uplift to
fund infrastructure, and to reach a
‘critical mass’ of population to sustain
services and create economic
opportunity. Use structured incentives
designed to foster competition
between suppliers on volume, build
out rate and price, rather than targeting
margins.
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10. Utilise offsite manufacturing
(see Part III, Section (b)).

Business plan

There is a real question whether the
skills and labour are available in the UK
supply chain to build using traditional
construction techniques at c.1,000
units a year on one site, without a large
increase in construction cost.

It is unlikely that the partnership alone will fund
the development, so it should bring in external
capital. This could be either through setting up
sub-partnerships to which they contribute land and
the developer/investor contributes cash and
expertise, or via the sale of leaseholds to developers/
investors with a mixture of upfront premiums and
profit sharing rent clauses.

11. Agree milestones, continuously
monitor market absorption and
adjust strategy accordingly.

The first milestone should be late
enough so that a delaying of future
phases would not be fatal to existence,
but early enough that further
construction and investment is not
committed without sufficient demand.

Using a business plan that allows individual
investors to develop specific parcels of land or
buildings (according to the masterplan) means that
developers/investors can sign up to opportunities
that correspond best with their risk profiles and
expertise.13
The effect of this is twofold: first, it will open up
development/investment opportunities to the
greatest competition, and second, developers/
investors should be willing to take returns
commensurate with their risk profiles (i.e. without
additional risk premiums), thus retaining value within
the partnership and the new garden city.

19

From a strategic/control perspective, the setting up of
sub-partnerships offers the development partners
more control. However, the governance requirements
could become unwieldy. Sufficient retention of
control should also be achievable via the granting of
leaseholds and by charging a head rent and service
charge for the estate management.
All construction will take place according to the
agreed masterplan with house builders required to
adhere to material, form and quality guidelines
decided in conjunction with the community and the
local authority during the planning stage.

13 We have discussed this model with Legal & General and it is clear that a
‘parcelling approach’ would have a greater chance of attracting investment
for a development on this scale, as it is unlikely that one partner would be
willing to be the sole funder due to the risk profile.

Whichever method is chosen, the partnership will
look to share in both the short-term profits of
developers constructing and selling, and the long
term profits of investors constructing and holding for
rental income.
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Investment waterfall –
creating the confidence
to invest
The partnership needs to create an
environment whereby investors are
confident enough in the outlook for
their garden city to commit their capital.
In order to achieve this confidence,
during the pre-planning stage the
partnership will enter into discussions
with all relevant stakeholders. For
example, the partnership would
negotiate with the Department for
Education (DfE) to agree that they
would pre-let a primary school for every
2,000 homes that are constructed and
with developers that, once a regional
foodstore has committed to open, they
will start constructing 500 homes.
The aim is to then have a series of
agreements with public sector bodies,
developers and construction partners
(including the offsite manufacture
provider), tied to agreed construction
and population/market absorption

Shelter
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milestones that contractually require
them to invest or occupy a building
once these milestones have been met.
These would be agreements in principle
prior to the result of the referendum,
and then the partnership would work
with all parties to make these agreed
contracts during the post-referendum
planning stage. This investment
waterfall should allow the new garden
city’s growth to be well-planned but will
also build in natural safeguards to
committing capital before the city is
ready for it, and therefore help to
protect investors and the public sector
from over-reaching if market absorption
is lower than projected.
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d) Transport Infrastructure Financing
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To recognise the additional
stakeholders, expertise and financing
requirements, a separate entity would
be set up, which should also allow the
project risk for these assets to be
ring-fenced. We consider that a suitable
form for this entity would be a further
Limited Liability Partnership
(“Infrastructure Partnership”); however,
a company could also be used.

Regional
LEP
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Constructing and financing transport
infrastructure brings its own set of
challenges, and therefore delivering this
requires a specific set of expertise. The
transport solutions are likely to run
across local authority boundaries and
involve a number of public sector
stakeholders such as Network Rail and
the Highways Agency, as well as
Infrastructure UK.
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the outset and for there to be an agreed
common set of objectives for
Infrastructure Partnership. Infrastructure
Partnership’s Delivery Board should
reflect the partnership’s members, but
also the wider relationships/experience

Figure 3: An example of the make-up of the
Delivery Board

required for success. Network Rail and
the Highways Agency, as project
specific stakeholders with national
agendas, would be asked to contribute
to strategy/planning as required.
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The main local authority’s Council Leader will be
invited to the role of Chairman, recognising that the
bulk of the transport projects will take place within
their authority’s boundaries. A representative from
Infrastructure UK’s delivery team will bring valuable
major projects experience and the LEP Chairman will
be invited to recognise the wider private
sector interface.
The local authorities would also be asked to provide
a small amount of initial equity to help align
financial interests.
The development partnership should provide the
bulk of the equity, but due to the high cost of
transport infrastructure (often estimated as £200m+),
it is expected that most of the construction costs will
be funded by debt.
The development partnership therefore needs to
consider what assets from the garden city it should
contribute in order to produce cash flows to meet the
interest servicing requirements of the debt and to
repay principal. Given the long-term nature of
transport infrastructure assets, a repayment period of
60-75 years is appropriate. Where the business model
for the development partnership involves selling
small parcels of land to developers/investors, then
part of the sale price should include a transport
infrastructure levy, which can be contributed to
Infrastructure Partnership.
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One recognised method for this is for Infrastructure
Partnership, in conjunction with the main local
authority, to request of HM Treasury that the new
garden city is made an enterprise zone prior to the
commencement of construction, and that the main
local authority be permitted to keep all business rates
for a period of 35 years.14
Detailed projections and analysis would need to be
done to demonstrate, but there is a strong argument
that the very large fiscal stimulus provided through
construction would produce mainly net national
growth (albeit that there would inevitably be some
amount of relocation) and therefore the local
retention of business rates would, to a large extent,
not result in a reduction in Treasury’s income.
User tolling is another method that aligns economic
growth with paying for the infrastructure. While
potentially unpopular if it is disproportionate,
methods such as tolling, car-parking fees and very
small surcharges on rail tickets are potentially effective
ways of using the assets to generate revenue and
fund themselves.

14 We also feel that there is a strong case to be made for local retention
of SDLT receipts, as the significant increase in housing supply creates new
transactions based on newly created land value, which by its very nature
should be net national. Again, a persuasive analysis would need to be
undertaken at the time and presented to Treasury with the enterprise zone
request. However, despite the very strong prima facie case in the context
of a new garden city we have assumed that this will be unsuccessful,
and have modelled accordingly in respect of Stoke Harbour

When deciding what debt would be appropriate to
finance Infrastructure Partnership, we need to
consider the following factors based on the project’s
risk profile:
a. Cost of debt
(with/without guarantee, index-linking?)
b. Flexibility of debt
(are there penalties for early repayment?)
c. Length of term
(will refinancing be required?)
d. How it matches the assets’ projected
useful life and Infrastructure Partnership’s
revenue streams

The normal debt financing options and their
characteristics are as follows:
a. Bond financing (lower cost, long term
financing available, but relatively inflexible
high cost of early exit)
b. Institutional financing (low cost, long term
but high break costs)
c. Bank loans (higher cost, shorter term but
flexible and early repayment at lower cost)

The choice of preferred debt solution is therefore
complex. The cheapest, longest forms of debt would
normally be the most attractive. However, depending
on the profile of expenditure, it may be that some
flexibility is welcome to allow for short term
borrowing fluctuations and early repayment of
capital, which will save interest costs in the long term.
In order to minimise the cost of borrowing, HM
Treasury will be asked to provide a legal guarantee for
the payment of interest and principal on any bonds
issued or institutional borrowing by Infrastructure
Partnership.15 In order for HM Treasury to be able to
provide this guarantee without breaching EU State
Aid rules it will charge an annual fee to Infrastructure
Partnership.
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see how important this is to them, and therefore
whether there is flexibility, particularly as it may be
difficult to avoid this ratio being breached during
periods when bank debt is being repaid.
Infrastructure Partnership should undertake periodic
reviews of the financing structure to ensure it is
optimal. As an example, any Government guarantee
would last for the whole term of the bonds but with
the expectation that when the bedding in period is
over and there is a history of rental income then the
guarantee might not be needed, in which case
Infrastructure Partnership would be able to
save the premium.

To determine this, Infrastructure UK would apply a
shadow credit rating to Infrastructure Partnership.15
This will be helped by Infrastructure UK’s seat on the
Delivery Board which should allow it to make an
informed decision on project risk and apply the
appropriate shadow credit rating.16
HM Treasury would prefer not to recognise the
project as a contingent liability on its balance sheet.
To achieve this the guaranteed debt should therefore
not exceed 49% of the total debt. Infrastructure
Partnership should discuss this with HM Treasury to

15 Under the UK Guarantees scheme administered by Infrastructure UK
16 The credit rating will take into account factors such as the projected debt:
equity ratio in Infrastructure Partnership, the strength of construction
support package offered (for example, if there are unexpected construction
difficulties), the underlying covenant strength of the borrowers, whether
parent guarantees are available, whether any losses or penalties are
capped, whether inflation risk is properly hedged in the cash flows and the
level of debt cover ratios.
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e) Land Search
Finding the most appropriate site for
a garden city begins by identifying areas with the
ability to accommodate 25,000-50,000 dwellings and
all the additional uses necessary for a thriving
settlement (meaning around up to 2,000 hectares of
developable land), while meeting the economic,
environmental and social criteria considered essential
for the success of such a development:

These criteria should then be applied to the national,
regional and local context in order to produce a
shortlist of potential suitable garden city sites.

Economic

Future housing demand: Figure 4 shows projections
for household growth to 2021. The South East and
London are likely to experience the highest level of
new demand for homes over the next decade.

High level of housing demand relative to
existing development pipeline
Proximity to economic activity and sources
of employment
Ability to be linked to the major road
network and public transport links
Land values low enough to generate uplift

Environmental
Outside sensitive or protected areas
Manageable levels of flood risk
Attractive areas with natural appeal

Social
Currently sparsely populated
Existing need for investment

Shelter
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Identifying potential sites
Using these criteria the project team conducted a
national search for potential sites based on:

Environmental protections: Figure 5 shows all areas
with protections that prevent development, which
can be excluded from our site search.
Connectivity: Figure 6 shows major transport
infrastructure on a national level. Figure 7 identifies
potential sites within the South East taking into
account transport links and areas that are unsuitable
due to environmental protection or existing
urbanisation. These sites are our short-list for
development.

Proximity to centres of employment: closely linked
to demand for homes. We show travel times to the
major employment centre of the South East, London,
in Figure 8. Potential connectivity can be seen by sites
that are close geographically to centres of
employment, but not currently well connected.
Viability: Figure 9 shows land values. Our model
depends on land value uplift, so the sites with the
lowest land values are most suitable.
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Figure 4: Household Interim Projections, 2011-2021, England:
DCLG, 9 April 2013

Figure 5: Environmental designations
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Figure 6: National major transport links

Figure 7: Transport links, environmental protections and potential sites, South East
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Figure 8: Travel times to central London and Sites, South East

Figure 9: Land values (unserviced land, greenfield, £ per plot blended) and potential sites, South East

CAMBRIDGE

READING

CAMBRIDGE

READING

LO N D O N

LO N D O N

DOVER

PORTSMOUTH

B R I G H TO N

27

DOVER

PORTSMOUTH

B R I G H TO N

Up to 15 minutes

£40,000 and above

£5,000 to <£10,000

Up to 30 minutes

£25,000 to <£40,000

£5,000 or less

Up to 45 minutes

£10,000 to <£25,000

Urban Area

Up to 60 minutes

Wolfson Economics Prize MMXIV

Shelter

28

PA R T I I : V I S I O N

PART I I : V I SION

29

Wolfson Economics Prize MMXIV

Shelter

In Part I, we have explored the principles and challenges
of designing a new garden city and begun to sketch a
model to overcome those challenges. In the next three
Parts, we propose a specific garden city taking account of
those principles and challenges.

a) Selecting Our Site
From the mapping exercises conducted, it was clear
that there were several potential sites in the South
East. The Hoo Peninsula in Kent was geographically
among the closest suitable sites to the centre of
London, met the criteria of proximity to rail and road
infrastructure, was outside of planning restrictions
and had low existing land values.

The Thames Gateway
The Thames Gateway sub-region has long been
identified as a location for regeneration and growth
and will see continued investment in infrastructure,
employment and homes for decades to come.
Existing developments and commitment to the
sub-region include:
Strengthening links to London via commuter
rail and HS1 to Stratford and Kings Cross,
and to the continent via Eurostar stations at
Ashford and Ebbsfleet.
A government commitment to a Lower
Thames Crossing by road, with two options
now shortlisted by government including one
linking in to the M2

Figure 10: South East Infrastructure links

Other large scale developments including
Ebbsfleet Garden City and Paramount
Theme Park.
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Table 1: Assessment of the Hoo Peninsula against our land search criteria

The Hoo Peninsula
The Hoo Peninsula lies between the Thames and
Medway estuaries, with a backbone of wooded hills
reaching down as a spur from the North Downs. The
land is largely agricultural, but also retains a strong
history of industry and national defence. It is part of
Medway Council – the unitary authority covering
Strood, Rochester, Gillingham, Chatham and Rainham.
The criteria for site location discussed in Part I reveal
the Hoo Peninsula to be a strong potential location
for a garden city.

Criteria

Initial assessment of Hoo Peninsula

Economic
Housing demand relative to
pipeline

Regional demand: very high
Local demand: moderately high

Proximity to economic and
employment centres

Close to Medway, Dartford, Gravesend, Ebbsfleet Garden City,
Accessible from Kent towns, London, Essex

Proximity to transport network

Road: close to M2, A2, planned new Thames crossing
Rail: freight line only, but close to HS1Kings Cross- EbbsfleetAshford-Paris, Mainline: London-Gravesend-Medway

Land values low enough to
generate uplift

Agricultural land values are low for the South East (£5,000 to
£10,000)

Environmental
Sensitive or protected areas

Adjacent to offshore areas that are heavily protected, and adjacent
to some protected areas onshore

Manageable flood risk

Small areas of flood risk

Social
Currently sparsely populated

Very low: Hoo = 1.8 people per hectare (London = 52, South East =
4.5, Medway = 13.7)17

Existing need for investment

High: poor service provision, large areas of brownfield land

17 Census 2011, http://www.ukcensusdata.com
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Figure: 11 The Hoo Peninsula
© 2012 Infoterra Ltd & Bluesky

PART I I : V I SION

31

Wolfson Economics Prize MMXIV

Shelter

32

PART II : VIS ION

Figure 12: Images of the Hoo Peninsula

It is currently poorly served by
transport into London, yet is close
enough to well-connected zones for
relatively easy upgrading. While much
of the Hoo is rural, it also contains
extensive brownfield and industrial
land, including three power stations
(one operating and two closed), and is
marred by two lines of electricity pylons
reaching across it.
An initial study of house price
values, land values and rental yield
maps suggested that the Hoo would
be able to generate the required land
value uplift to make the business
model viable.
Furthermore, it has an existing
freight railway that offers the potential
for creating a good public transport link
to London, and via Ebbsfleet to the
international high speed rail
network (HS1).
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The Stoke Harbour site
Within the Hoo, we identified the best site for the first
settlement of a garden city as the area north of the
Kingsnorth industrial estate and power station, and
south of the A228. This area is currently a mixture of
industrial and agricultural land, bounded by the coast
and the main road. The site is bisected by the railway
and two lines of electricity pylons. It has many
benefits, including:
Proximity to the A228 highway and the
existing rail line
Significant brownfield at the recently
demolished Kingsnorth power station. Grain
power station is also a significant brownfield
site opportunity.

Stoke Harbour Garden City
Employment opportunity from the existing
Damhead Creek power station, Kingsnorth
Industrial Estate and proposed new Damhead
Creek II power station, all adjacent to our
proposed site.
Exclusion from high-value ecological areas
such as protected SSSI and Ramsar sites, and
from areas of Local Landscape Importance.
Low flooding risk, thanks to the elevated
ridge and attenuating effects of surrounding
wetlands.
Predominance of lower-value agricultural
land, providing better land value uplift
through development.
Extremely low population density, meaning
less impact on existing local communities.

Medway is already a conjunction of five mid sized
towns that together make a city: our proposal for the
Hoo Peninsula takes this concept further by planning
Stoke Harbour Garden City with future urban
extensions and orbital settlements to the East and
West, an aggregate of 60,000 new homes for around
144,000 people.
For the purposes of this submission we have
modelled the first city of 15,000 homes at Stoke
Harbour in detail. The transport infrastructure
upgrades we propose will enable Stoke Harbour to
grow to 25,000 homes, and will also support towns at
Higham and Grain.18 We have provisionally included
the proposed development of 5,000 homes at Lodge
Hill in our vision as well, although this is currently
subject to planning, and is not critical to our proposal.
Incorporation of Lodge Hill would be subject to the
outcome of the current planning process.

18 As shown in Figure 19, page 47
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Figure 13: Landscape and environmental sensitivity
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Figure 14: Stoke Harbour Location
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b) Design
Stoke Harbour
development concept
Scale and density
Consisting of multiple small to medium sized
settlements, Stoke Harbour responds on a human
scale to the need to build more houses in the South
East. The first proposed settlement will be designed
to a population of around 36,000 living in 15,000
homes.19 This scale provides sufficient critical mass to
make a broad range of homes, jobs and community
services viable, while retaining a level of intimacy that
will help create character and foster community.

Stoke Harbour will be built to the density of a typical
mixed-use European city centre or a UK town of the
Victorian period – a higher density than the earliest
Garden Cities. Where Letchworth was built at up to 30
dwellings per hectare, Stoke Harbour will average 60
dwellings per hectare. Recent successful new
settlements across Europe have provided a similar
density, proving that this remains both a viable and
popular approach to the built environment for the
21st century. This density not only improves the financial
feasibility of new settlements, it also provides much
more vibrant and viable mixed-use centres, supported
by a larger population within easy reach.

19 Making it similar to the scale of the original Garden City of Letchworth, with
capacity to expand to over 20,000 homes - the size of Welwyn Garden City
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Figure 15: Development of Stoke Harbour Concept

1. Identifying the heart

2. Walkable neighbourhoods

• Between the ridge and the water

• Identify neighbourhood centres

• Between existing settlements

• Each with 800m walkable district

• At the Cross Roads
• Close to railway
• Close to water’s edge
• Close to employment zone
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3. The lie of the land
• Map the flood zone and the protected areas
• The heart occupies higher ground
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4. Working with the water
• Establish the harbour:
(i) as a unique feature
(ii) as a buffer to the sensitive areas
(iii) as a flood defence mechanism
• Locate the station
• Use natural watercourses
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5. The structure of the settlement

6. Green throughout

• Movement Grid

• Tree lined avenues

• Green Grid

• Linear parks and a network of green spaces

• Blue Grid

• Green streets connect and reach out to the countryside

• Energy Grid

• Adding the greenbelt

• Dedicated employment zone next to harbour

• Fraying the fringes

• Future town extensions
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Figure 16: Stoke Harbour Masterplan
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Streets, squares and parks
At the heart of the masterplan is a grid
of streets designed for vehicles,
pedestrians and cyclists to share
equitably. Traffic will be naturally
calmed. Footpaths will be wider and will
have tree planting for shelter and rain
gardens that will attenuate water in
specially designed plant beds and water
features. The street pattern will respond
to its context and follow the natural
grain of the landscape. Key features
such as valley watercourses, hedgerows
and shelterbelts will be used to create
linear parks that link public green
spaces – which will make up 20% of the
total area of our town, with a further
20% private gardens (giving 40% total
green space).

Shelter
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This approach ensures that the
character of the surrounding area is
brought into the heart of the town and
can be easily accessed by all. The street
pattern will intensify towards the centre
of the city, creating a finer grained,
intricate pattern of streets and lanes.
These will lead to the central square at
the heart of the town, hosting a wide
variety of activities, with markets and
events through the year.

© Image Kevin Robert Perry
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The harbour, canals and the river
Water is the defining feature of the
Hoo Peninsula, and will be central to
the character created by the masterplan
for Stoke Harbour. A tidal harbour will

Shelter
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be built out of the existing low-lying
land at the south of the site – avoiding
the ecologically sensitive and protected
wetlands entirely. Canals will link the
heart of the town to the harbour,
creating a living and leisure space

that makes the most of Stoke Harbour’s
natural surroundings and provides the
town with the opportunity to interact
with the River Medway. The harbour
district will be centred on a

mixed-use square, and will provide
space for business, houseboats
and homes – including up-market
waterfront properties.
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Figure 17: Neighbourhood concept

Universally accessible communities and
social infrastructure
Vibrant local neighbourhoods are built around shops,
services and open spaces, clustered in local centres
within a short distance of people’s homes.
Neighbourhood services at local centres include eight
primary schools with associated nurseries and
community hall facilities – which is ample for the
projected population.
Town-wide community services include two
secondary schools, a campus for further and higher
education, a town hall civic centre, GP surgeries and
NHS polyclinics with dentists, opticians and
pharmacies and a community hospital to serve the
wider Hoo area. Similarly, an emergency services hub
providing police, fire and ambulance serves
both the town and wider area.
1

Medium Density Housing

8

Local Market / Square

2

Low Density Family Houses

9

Bus Stop

3

Linear Park with Ponds and
Water Courses

10

Community / Care Hub / Care
Services

4

Health and Community
Facilities: Day Centre,
Cafe, Specialist Care

11

Mixed Use: Offices / Studios and
Residential

Primary School

12

Nursery

5

Neighbourhood Park

13

Energy Centre

6

Sheltered Housing with Retail,
Convenience Store, Cafe,
Hairdresser, etc. at Ground Floor

14

Orchards

7

15

Allotments

We have spoken to leading disability charities in
putting together our design and we would aim for
universal design of all spaces, so that they work for
everyone in the community. All homes in Stoke
Harbour will meet the lifetime homes standard and
10% will be fully wheelchair accessible. To ensure that
this is built into the master-plan we will ensure that
there is full representation for disabled people in our
participatory planning approach (see Part IV).
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c) Transport
Unlocking the Hoo Peninsula for the building of new
homes will require a number of phased transport
infrastructure upgrades.20 New residents must be
able to commute to their existing jobs while Stoke
Harbour’s economy and jobs market develop, and in
the long term transport connectivity will be the key
to providing access to a mix of employment sectors
and centres, including higher earning jobs in London.
The current access road (the A228) is close to capacity
during rush hour at the Four Elms roundabout at its
western end. The impact on traffic is the most
important concern for existing Hoo Peninsula
residents.21 There is an existing rail line connecting the
Hoo Peninsula to Gravesend and on to London, which
currently carries only freight.
Our plan prioritises upfront upgrades to the Four Elms
roundabout and A228 approach, doubling its capacity
(estimated cost: £20m-£25m), providing a subsidised
bus link to Strood (estimated cost: £100,000 pa,
growing to £250,000 pa), and to get a shuttle
passenger train running on the route from Gravesend
to Stoke Harbour (estimated cost: £15m). These

Shelter
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measures are critical to winning support from local
people (see Part IV) and will produce a step change in
connectivity and head off a potential restrictor to the
city’s growth (the Four Elms roundabout), while
avoiding debt-hungry capital investment in entirely
new infrastructure during the early years of the
development.
Once Stoke Harbour’s population has grown to
18,000, work would begin on the high cost new
infrastructure: the twin tracking of the train line and
the building of a new relief road along side it,
connecting Stoke Harbour directly to the A2 and the
proposed Lower Thames Crossing.

20 For full details of transport strategy and investment see Part III on Viability.
21 Medway Council (2011), Schedule of responses to public consultation for
the Lodge Hill Development Brief.

Figure 18: Proposed travel times

Figure 19: Transport upgrade proposals
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d) Homes
The tenure mix and dwelling types employed at Stoke
Harbour reflect the social and economic ambitions of
Medway’s residents. They also reflect the demand for
family homes within commuting distance of London.
We prioritise the need for homes that are affordable
to local people on ordinary incomes, which market
analysis and our own consultation with local people
identify as critical to meeting need and winning
support. We also recognise that Stoke Harbour will
also contribute to meeting housing need in the wider
South East region, including the capital.

Our full tenure and size mix and affordability analysis
for homes for sale can be seen in the tables below.

To maximise the appeal of our town a full range
of dwelling types is represented, from small and
large apartments to detached houses on large plots,
self-build plots and houseboats. Medway’s recent
Housing Needs Position Statement highlighted
the need for:

Shared ownership properties only make up 7.5%
of our tenure mix because of the high level of
affordability of our private sale properties,
which are expected to absorb most of the first
time buyer demand.

Smaller units suitable for single person
households
Family housing, including detached properties
Flatted schemes of a standard that will
encourage cohesive communities and can be
adequately maintained.²²

22 Housing Needs Position Statement, Medway Council, June 2104
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Affordable homes
We are determined that homes in Stoke Harbour will
be affordable to local people on normal (median)
wages to buy, but we will also prioritise affordable
homes to rent.
37.5% of homes will be in affordable tenures with 30%
at social rent and 7.5% shared ownership.

We have discussed the demand for shared ownership
with housing associations active in the Thames
Gateway and have based our offer around two
product types: apartments close to Stoke Harbour
station suitable for commuters and starter family
homes as there is a market for those who have
bought a first flat but have been unable to take the
next step on the ladder.

Self-build
In Stoke Harbour, self-build will be a real option for
people from across the income spectrum. Our model

addresses the barriers of land supply and planning
obstructions that currently impede the delivery and
scaling up of self-build models.
We will develop a range of self-build models
from house builders providing ‘shell and core’ so
that purchasers can customise their homes; a
contractor-led pattern book approach for purchasers
to select designs; and disposal of serviced plots with
design codes to enable individuals to define the
design by direct appointment of architects.
We will actively promote opportunities to acquire
plots for a variety of self-build models, including
community-led/collective schemes, and offer a range
of financial options to assist with this. We’ll do so via
regional media and the extensive network of aspiring
self-build and community-led housing schemes. Our
town will harness this huge pent up demand and
allow thousands of young families to create affordable
homes for themselves.
Even if the demand from people actually ready to
“press the button” is only a fraction of the estimated
six million nationwide , selling c.2,000 plots to
self-builders is not a challenging target. If take up is
lower than expected the plots can easily be
integrated into the other delivery models, so our
aspirations for self-build create little additional risk.
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Table 2: Tenure, type and size of homes in Stoke Harbour
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Table 3: Anticipated home sales values, Stoke Harbour

Table 4: Affordability analysis, Stoke Harbour
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Figure 20: Community care diagram

Older people
Medway’s most recent assessment forecasts an
increase of 71.71% in the size of the over 65
population by 2035, stating that it is critical that these
future needs are met.
Stoke Harbour is designed to meet these demands,
and the requirements of investors with different
development parameters, by providing an above
average proportion of apartments, including larger
family-size units. By locating even more residents
within a walkable distance of services, this higher
density brings benefits and efficiencies to the broader
masterplan. Homes designed with older people’s
needs in mind will be integrated into all of its
apartment buildings, in line with emerging best
practice.23

If more of the ‘elderly’ home owners, currently
living in inappropriate, often expensive
to run, under occupied, older houses, were
attracted by better built, well lit, well insulated
contemporary housing which offered
alternative lifestyles and potential for extra
care through their extended facilities, they
would be encouraged to release their equity
and move into more appropriate housing
models. This would not only unblock a huge
number of homes across the south east
and address the housing shortage, but also
provide that age group with the prospect of an
enriched and fulfilling retirement.

23 Housing Needs Position Statement, Medway Council, June 2104
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The elements for our integrated approach are:
• A range of housing types where not only
provision of care in the future, but other
amenities such as sport, cultural and social
amenity is all integrated or close by.
• All housing to follow the 10 recommendations
set out in the HAPPI report, a government
sponsored document looking at the future
shape of housing and care for older people.
• The community care hub: the support
provided for the elderly such as doctors,
chemist, further learning through resource
centre, shop, exercise facilities and catering
can all be in one physical centre or close
by and linked through a digital network to
personalise the service. These hubs are open
to the wider community and form the nucleus
of a neighbourhood centre.
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Freeholds and Leaseholds
In order that the community should continue to
benefit from future land value uplift, the freehold and
leasehold agreements will include covenants
requiring the seller to pay 5% of any capital gain
realised to the Community Trust. There will also be a
head rent charge of £100-£500 payable annually
depending on the size of the house. This will initially
be payable to SHLLP, but in future will be part of the
transition plan for the Community Trust becoming a
partner in SHLLP.
Our building under license model, will specify strict
marketing requirements to minimise initial sales of
private homes to buy-to-let investors, and all owner
occupier leases will require the owner to notify the
Community Trust (the freeholder) if they intend to
sublet their property.
They will be required to register as a landlord with the
Community Trust, and demonstrate that their
property meets highest standards currently available
(currently the Decent Homes Standard), and to offer
longer tenancies.24

24 For example, Shelter’s ‘Stable Rental Contract’
(http://england.shelter.org.uk/professional_resources/policy_and_
research/policy_library/policy_library_folder/report_a_better_deal_-_
towards_more_stable_private_renting)
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e) Environment
Landscape
The landscape approach at Stoke Harbour is driven
by the principle of integration with the existing
topography, watercourses, agricultural patterns and
movement networks. This acknowledges and works
with the complexity of both man-made and natural
systems. Land surrounding the town is designated as
Figure 21: Green concept

Blue infrastructure
Swale and rain gardens

Green spaces
Linear parks and greens

Green street
Planting to streets and routes
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Local Green Space, ensuring access to open country
and preventing our town merging with
neighbouring villages. The goal is to bring people
close to the abundant presence of nature and water
on the Hoo Peninsula.

Figure 22: Green framework: movement networks and Local Green Space
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Sustainability and Protecting Wildlife
Our Garden City will develop a bespoke code to set
standards for site sensitive aspects of environmental
protection and enhancement. It would draw on
national guidance such as that of Natural England,
and draw on the best of the following existing codes
in respect of high quality, sustainable development
for reference and be balanced against viability.
• 40% of the land area will be green open space
• Walkable neighbourhoods will reduce car
dependency (eg 400m to a bus stop, 800m to
a primary school etc)
• Sustainable urban drainage systems will
increase efficiency and flood protection
• Connection to combined heat and
power (CHP)
• Homes to achieve Code for Sustainable Homes
level 5 (energy equivalent), though this will be
redefined in the zero carbon standard
While the Stoke Harbour site avoids any sensitive or
protected areas, it is close to important wildlife
habitats on the Medway tidal reaches. Our proposals
seek to reduce the impact of human populations on
these areas by incorporating environmental
enhancements recommended by the RSPB into the
detailed design of the garden city.

RSPB recommendations that will be included
Zero carbon housing.
Use of locally generated Combined Heat and
Power
Water saving and water efficiency measures
should be used on all new housing.
Emphasis on the use of public transport,
walking and cycling as the main form of
transport.
High-quality green infrastructure
Masterplan and design green infrastructure
from the outset.
Protection of biodiversity currently on site to
provide the basis of the green infrastructure
network, so that it will be in keeping with the
local landscape and uniqueness of the area.
Create green infrastructure before residents
move in. Make it accessible to all and see it as a
community resource.
Ensure that gardens and communal spaces add
to the overall green infrastructure network.
Integrate nest and roost bricks for swifts and
bats, and where appropriate, external nest
cups for house martins.
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Figure 23: Sustainability Strategies
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Energy Strategy

Community energy

The principle for designing the energy strategy for
the garden city will be similar to that set out in the
London Plan:

Whereas the heat network requires residents to stick
to the city energy provider for heat, they will still have
choice about switching for their electricity supplier.
The Garden City would offer a Community Choice
Aggregation (CCA) programme for electrical energy.

Lean : buildings should be designed to require
less energy
Clean: Energy should be supplied efficiently
Green : using renewable energy as technology
advances

In terms of low energy building, legislation already
requires all new homes to be ‘Zero Carbon’ by 2016,
with set minimum Energy Efficiency standards.
The current definition allows relaxation of best
practice in fabric energy efficiency at the carbon
compliance stage with a cash payout or equivalent
valued carbon offset called allowable solutions to
make up the 100% reduction. This payment could go
into a Medway low carbon infrastructure fund, and
help pay for energy efficient upgrades to existing
homes in the area.

Figure X District heating distribution from Damcreek power station

For those developers or self-builders offering best
practice in energy efficiency standards, such as
passivhaus or energy plus housing, there will be a
lower allowable solutions charge. This incentive
should drive insulation standards up, thus helping the
residents directly by reducing their energy bills.
Connection to the Damhead Creek powerstation,
immediately adjacent to the Stoke Harbour site, for
district heating would be viable on a development of
this scale. District heating is a viable solution in areas
where the density of housing is relatively high, such
as Stoke Harbour. With the garden city being
conceived as a compact development, district
heating and CHP networks will be extended as far as
cost effectively possible. The savings in carbon
emissions from district heating can be as much as
23% of a district’s energy output and therefore
important in the drive towards a low carbon future.

This is a proven purchasing structure for the local
residents where ‘bulk’ purchase of energy allows the
local energy company to negotiate corporate deals
for domestic energy supply. Much successful work has
been done in establishing such structures in the USA
and mainland Europe and significant savings on bills
(c. 15-20%) can be achieved (see case study Appendix
IV).
Furthermore, the CCA can determine the amount of
‘clean’ energy it can afford to purchase and can set
targets for renewable energy in their tender for the
winning supplier to achieve over time.
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Figure 24: Flood risk

Flood Risk
Most of Stoke Harbour occupies a spine of higher
level land, with the town centre located about 25m
above sea level. The majority of the site is therefore in
the Environment Agency’s lowest risk category for
planning purposes (see map). Fully aware of the
growing flood risks associated with increasingly
unpredictable weather patterns, the Harbour and
Canal districts nevertheless confidently engage with
the coastline, following a strong tradition of coastal
settlement in the UK, and directly addresses the issues
of flood risk to illustrate how the national challenge
can be addressed.
The masterplan responds to and mitigates any
potential flood risks in a number of ways:
• Where flood risk areas penetrate further inland,
green grid corridors are proposed with a full
range of water attenuation/ overspill measures
adding value in the form of watercourses,
ponds and lakes.
• For immediate waterfront areas, flood
defences are already in place, including those
around the Kingsnorth Power Station and
business park. These will be strengthened in
due course as per the recommendations of a
full Environmental Survey.

Flood zones
Areas benefiting from flood defence

• Areas closest to Kingsnorth Power Station and
Damhead Creek have been reserved for light
industrial uses, which can be more readily and
economically made resilient to flood risk.
• The proposal for constructing a significant
harbour and canal system is itself a further
flood prevention measure, since it will
greatly increase the immediate area’s water
absorption capacity.

• For detailed urban design/ architectural
proposals, best practice guidance will
be followed, particularly relating to the
construction, adaptability and resilience of the
ground plane and ground floor uses.24
These responses are all informed by a belief that
flood prevention need not only be a cost, but when
driven by a vision of placemaking can also add
significant value.
24 RIBA note: “Designing for Flood Risk”
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f) Community Trust
To foster civic identity and provide additional services,
our development model channels some of the assets
and income streams created locally into a Community
Trust25 run by and for local people as well as delivering
the necessary returns to our investors.
Long term ownership of a portfolio of valuable assets
will give our Garden City’s Community Trust an annual
income to support excellent, additional services – and
provide education and training grants to local
residents. The Community Trust’s anticipated annual
budget rises from £700k in the first year of operation
to over £30m after 75 years.

The vision for the Community Trust is based
around three core principles:
1. Residents should be instrumental in the major
decisions that affect their new community.
2. Residents should also have an ongoing
role in ‘co-producing’ the planning, design
and commissioning of services. This will
ensure there are a range of opportunities for
residents to take part in particular areas of
commissioning, where they have an interest or
specialism.
3. Ultimately residents will be the beneficiaries of
the initiatives funded by the Trust: we suggest
therefore that residents are best placed to
evaluate the impact of initiatives, and this
should be built into scrutiny arrangements.

25 We set out the financing model and governance structure for the
Community Trust in detail in Part IV
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g) Economy
Central to the idea of a garden city is that it has its
own economic purpose. Whilst as with any city it will
be reliant on links with other places, it will be more
than a residential area. Eventually we expect the
majority of the residents of the new garden city to be
working there, or at least the numbers commuting in
to work exceed those commuting outwards.

Many of its residents with jobs work outside the area.
According to the ONS Annual Population Survey
around 21,500 people regularly commute in to
Medway and Gravesham to work, whilst 71,000
Medway and Gravesham residents travel outside the
area to their place of employment; predominantly to
jobs in the services sectors.

The economic development of a place is not an easily
directed or certain process. Simply creating new
offices and commercial floor space in not enough to
guarantee that firms will come to the garden city,
neither is simply the desire to have a brand new hi-tec
industry. The location has to serve latent demand, and
for businesses it has to make sense commercially.
Importantly, it needs to provide good access to key
consumer and input markets; including labour of a
high enough quality.

A relative lack of economic vitality does not
necessarily provide the ideal grounding for the
development of a new city - if it hasn’t happened
already, why would it happen now? However, the
Garden City development is large enough to bring
about a step change in the economic fortunes of the
area. Both the scale of the development and the
improvements in connectivity are likely to be
transformational for the local area. It’s also close
enough to London to make serving significant latent
demand a realistic proposition.

As it stands, the area around the Hoo peninsula is a
relative economic underperformer, both in
comparison to the South East and to the UK as a
whole. The unemployment rate in Medway and
Gravesham (8.4% - Year to March 2014) is higher than
the English average (7.3%) and significantly higher
than the South East as a whole (5.3%). The median
wages of people working in Medway and Gravesham
are also below both the UK and South East levels.
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The large construction programme will create
demand for construction labour over a period of at
least 14 years. Once housing and infrastructure
building start in earnest, upwards of 1,00026 jobs in
construction will be supported. If the supply chain
and induced impacts are also taken into account,
then that number could be upwards of 2,500. Some
of these indirectly created jobs will be located in
other parts of the country, however given the Laing
O’Rouke intends to locate a new factory in the area,
for example, we expect to see many of them captured
by the Garden City site.

Once residents start moving in there will be a
demand for local services, including shops,
hairdressers, car mechanics and local bank branches.
Our calculations, based on average employees per
head of population suggest that the additional
population alone in Stoke Harbour (36,600) could
generate at least 2,000 retail, hospitality,
communications, real estate and financial services
and an additional 1,000 in public services and related
sectors27 to fill minimum requirements for services.
Those numbers are likely to be upwards of 7,000 and
3,50028 respectively if the community more closely
reflects the national average in terms of socioeconomic status and need for public services. These
jobs in general will not be additional because the
same people would have required similar services
where they lived before. However, it will be creating
new employment opportunities in an area where
there is relatively high unemployment, so there could
be a significant positive social impact.

26 High level calculations based on ONS input-output matrices.
27 This calculation is based on the minimum employees to population ratio
across all of the Local Authorities in Great Britain
28 This calculation is based on the average employees to population ratio
across all of the Local Authorities in Great Britain
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Table 5: Employee calculations for Stoke Harbour

As is stands, the Hoo Peninsula is on the
periphery of some of the most affluent
areas in the UK. Improved connectivity
will help it access those areas. The
upgrade of transport links will increase
the number of people willing to travel
between the Hoo Peninsula and other
economic centres, including to London.
The consequence of greater
connectivity is to increase the effective
labour pool and the size of the
consumer market for businesses
thinking about locating in the area.
That impact will be enhanced if the
development of Ebbsfleet goes ahead,
further increasing the local population
and employment density in the area.
In addition to retail, provision for other
local services and the Laing O’Rouke
factory, the development will create
commercial space that could see 5,000
jobs located there, once in full use.
Those businesses are most likely to
come from industries that need to have
access to customers in London, but
cannot justify the cost because margins
are relatively low or because they
require large amounts of floorspace.
This might include market research or

publishing firms or a high-tec
manufacturing plant. With the location
of the Laing O’Rouke factory the area
might also attract firms of construction
engineers, for example. Ever increasing
pressure on space in London means
that the attraction of a site outside of
London, but with easy access, will
only grow.

Area (Hectares)
Office
Business Park

Area per full time
employee (m2)

Employees

4.2

12

3500

1.41

10

1410

Source: Shelter calculations using HCA Employment Densities Guide

These types of industry are those
choosing to locate in the South East
already. The chart opposite shows the
highest scoring location quotients.
These reflect the concentration of
employment in particular sectors.
In the long run we expect the garden
city to develop further beyond our
conservative estimates of jobs detailed
above. However, we are realistic about
the time it will take to happen. The key
advantage of the location of the Hoo
Peninsula is that in the short term it will
be able to attract people working in
London with income to spend in the
local economy, which will provide a
platform for further development.

Source: ONS
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In the following Part we provide the detail to support our vision for
Stoke Harbour, and outline the specifics of its delivery.

a) Setting up Stoke Harbour Limited
Liability Partnership (“SHLLP”)
We (Shelter) would act as the initial Promoter,
undertaking initial polling in the Medway area to
demonstrate local support and opening high level
discussions with potential Co-Promoters, Core
Development Investors, Medway Council and the
major landowners (see below). Shelter will also
undertake project-specific fundraising for the
scheme. Shelter’s trusted brand and campaigning
expertise will be of use in helping to secure local
consent, by reassuring local residents and
stakeholders of the motivation behind the
proposal and its benefits to them.29
We will engage advisers to produce a conceptual
masterplan and outline business plan (as has been
prepared in this submission).

Co-Promoters and Core
Development Investors
We would approach large land promoters and
speculative land buyers (ie, real estate private equity
funds; family offices; real estate developer/managers;
– all of which have very active markets - potentially
also Registered Social Landlords as part of a
consortium) for a Co-Promoter willing to invest
c.£5m-£7m30 to fund the partnership up until a
successful referendum outcome and grant of LDO
(which we have estimated as a 3-4 year timescale).
The Co-Promoter would invest while land assembly
and planning risk still exists and therefore would
expect to access a 200%-300% return.

29 Medway focus groups undertaken by BritainThinks reported that Shelter's
brand was overall seen as a positive addition to the proposition due to the
view that Shelter would not be motivated by profit (please refer to Part IV,
Section (a) for further details). There was however some scepticism about our
ability to deliver by ourselves, hence the need for a wider team as we have
assembled.

We will also talk to prospective Core Development
Investors (the private equity opportunity/value-add
funds outlined above would also be suitable for
fulfilling this role and RSLs would also be relevant) to
arrange a pre-agreement to acquire the CoPromoter’s partnership interest after a successful
referendum, giving the Co-Promoter a defined exit
timeline and return. We would expect the Core
Development Investor to have an investment
timescale of 5-7 years, and therefore for there to be a
sale to Core Development Investor (#2) halfway
through the construction period.
The Core Development Investors would invest after
the resolution of most of the land assembly risk and
post planning risk. Furthermore, the business plan of
selling small land parcels to developers (Section (f ))
means that rather than full construction risk they
would be taking a small amount of construction risk
(in respect of preliminaries and social infrastructure)

30 This includes the following costs: land assembly, advisers fees, the referendum
campaign and the partnership’s running costs.
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and a share of demand risk (which will be managed
by the negotiation of a contractual investment
waterfall, discussed in Section (d), and a flexible and
comprehensive marketing and pricing strategy).
Our indicative model shows a 200% return for a
Co-Promoter of £18m based on a £6m contribution,
with a pre-agreed exit to a Core Development
Investor.
We have modelled two Core Development Investors
over the full build out period. The first of these has an
indicative return of 120%, £112m on an investment of
£51m31 at an IRR of c.16.5%; the second an indicative
return of 78%, £98m on an investment of £55m at an
IRR of c.14.2%. This reflects a slight step down the risk
curve the later the investment in the construction
phases.
The Long-Term Investor (typically an institutional
investor) achieves a steady 7% return on a £30m outlay.

Major land owners
The Church Commissioners own the majority of the
Stoke Harbour site (c.70%). We would offer the
Commissioners the opportunity to invest their land
into the partnership, with a call option exercisable if
planning permission has not been achieved within
12 years (so that they do not bear planning risk),
and a deemed uplift in the value of their partnership
interest once planning permission has been granted.

Shelter
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Our outline business plan estimates that they would
achieve a 16-17 multiple of the land value (£320,000£330,000 per hectare) plus an annual yield of c.26%.32
31 The Core Development Investor’s contribution will cover the following
costs: land acquisition (the exercise costs of options already acquired), SDLT,
detailed masterplanning costs, advisers fees, forward funding of social
infrastructure and the partnership’s running costs.
32 Based on estimated existing use land value.

Figure 25: Church Commissioners land and Stoke Harbour Site
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As a legacy landowner with a stated interest in long
term, sustainable development of mixed tenure
communities and a provider of support to the Church
of England in its work for the common good33 they
are ideally suited to act as the core landowning
partner in our co-investment partnership model. We
consider that the indicative investment returns would
be attractive to investors like the Commissioners,
were the proposal to be offered in the ‘real’ world.
There is also strong primary evidence that the
Commissioners are supportive of development on
"the Rochester Estate"34 (although not specifically in
relation to the Stoke Harbour site) as outlined in DTZ’s
written statement on their behalf, in response to a
recent nearby planning application:
“The Commissioners are committed to high quality,
sustainable development and believe that their
sites could make a substantial contribution
towards meeting housing need in Medway.” 35
“We believe that the Church Commissioners’
land offers a practical solution to delivering
a substantial proportion of Medway’s housing
need without delay.”

“We formally request that the Core Strategy is
modified to include alternative, suitable and
sustainable locations for housing development,
such as land around the wider Lodge Hill area
and in Hoo St. Werbergh.” 36

Furthermore, the Commissioners would retain long
term ownership and strategic decision-making
powers over the majority of the Stoke Harbour land
through its partnership interest in SHLLP and its
positions on the delivery boards for SHLLP and the
Community Trust.
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particularly without having had sufficient time to
carry out proper due diligence on the proposal before
its submission, and they have not therefore endorsed
our proposal at this stage. The next stage would be to
engage further with the Commissioners to discuss the
proposal in more detail.

However, initial conversations with the
Commissioners confirmed that it would not be
appropriate for them to either endorse or comment
publicly on a hypothetical proposal such as this,
33 Foreword by the Archbishop of Canterbury, The Most Reverend Justin
Welby, The Church Commissioners Annual Report 2013.
34 Their land on the Hoo Peninsula and surrounding area.
35 2013, May 22, “Medway Core Strategy Examination: additional Lodge
Hill Hearing Statement of Representation on Behalf of The Church
Commissioners For England”, Davies C, DTZ, [Accessed at http://www.
medway.gov.uk/pdf/Hearing%20Statement%20from%20DTZ%20on%20
behalf%20ot%20the%20Church%20Commissioners.pdf 19 July 2014]
36 Ibid.
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Table 6: Land acquisition options for small land owners

Other land owners
and existing residents
Other land owners would be offered the same
co-investment opportunity as the Commissioners
(with a seat on the Delivery Board representing them
cumulatively). This land assembly method significantly
reduces the funding hurdle of upfront payments for
land. Table 6 outlines the compensation/acquisition
offers (including should a land owner not wish to
co-invest) and levers to aid the negotiation process.
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Stakeholder

Sale incentive

Existing small land owners,
existing land value
estimated at £20,000£25,000 per hectare

OPTION A
Invest land on the same terms
as the Church Commissioners,
estimated return of £320,000£330,000 per ha of invested
land, plus annuity income with
yield of 26% of Existing Use
Value

Other levers to incentivise sale
a) We will make it clear from the outset that the
success of our town relies on complete control of
the development land at reasonable prices: our
offer to landowners will therefore not improve,
and there will be no rewards for holding out.

OPTION B
Upfront payment of existing
use value, plus interest in SHLLP
of 3 x EUV with estimated return
of £150,000-£160,000 Ha and
10-12% yield.

b) Some of the land within our town will be
designated as Local Green Space by the Local
Planning Authority, preventing it from being
developed for ever, without any change of
ownership being required. Any land we are
unable to acquire will be the prime candidate for
such a designation as we lay out the masterplan
for our town.

OPTION C
Option to acquire land granted
at a premium equal to existing
use value and then exercised at
the grant of planning
permission with an exercise
premium of 4 x EUV.

c) Any recalcitrant land owners would be
threatened with CPO via Medway Council or the
HCA (see Appendix I for further details). Given
there is little possibility for development in the ‘no
scheme’ world, we would make clear that ‘hope’
value would be low.

Fall back option
In the event that an owner of a
piece of land that is critical to
the development refuses to
accept our offer we will ask the
local authority to compulsorily
acquire it.
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Local Authority
Ultimately, legitimacy for the development of Stoke
Harbour would rest on support from a majority of
people in a local referendum, but like any major
development, effective delivery would depend from
an early stage on the leadership of the local authority,
Medway Council. The council is the democratically
accountable body for local service delivery, and holds
legal responsibility for planning and other powers
that the development would depend on. It would
also provide services to the population of Stoke
Harbour after the formal development of the
settlement was complete.
We would therefore look to engage with Medway
Council early on in the initial discussions.36
Our proposal for Stoke Harbour creates significant
benefits to Medway’s economy and population, and
we outline below some of those benefits we believe
would encourage the council to engage with our
proposal and provide the necessary assistance during
the land assembly process, support the holding of a
local referendum, and join SHLLP after the
referendum so that all parties work together
during delivery:

Growth
While a new 15,000 unit development would be
significant for any local authority area, population
growth on this scale is consistent with the council’s
vision for the area, which projects 25,000 new
residents between 2013 and 2021 alone.37 It will
contribute to the council’s targets for delivering new
market and affordable homes and is also in line with
Medway’s ambition for city status for the conurbation:
the addition of Stoke Harbour would make Medway
larger than Newcastle, Plymouth or Brighton & Hove.38
The new employment opportunities and national
centre for offsite construction will make a significant
contribution towards delivering the council’s
ambitions of assisting people to improve their skills
and find employment, supporting existing businesses
and attracting new businesses.39 This would all be
delivered at no net cost to the council.

Supporting local capital expenditure
on infrastructure
Budget constraints have placed considerable pressure
on local authorities’ revenue and capital budgets, and
put local infrastructural improvements in doubt.

The Stoke Harbour development would make a
considerable contribution to delivering the council’s
capital programme and would partially or completely
deliver their following priorities for expenditure,
which are not otherwise currently funded:
Upgrading the Hoo Junction to Grain railway
branch to deliver a good commuter rail link
to London;
Making capacity and safety improvements
to the A228
Improvements around the Four Elms
roundabout, including leading into the Four
Elms to Medway Tunnel
Contribution to flood defences on the north
bank of the Medway through canals and
drainage
A new Sure Start Centre
New play facilities
A new library
New health facilities including a new
community hospital and GPs
New emergency services for the Hoo peninsula

36 We recognise that Medway Council cannot formally assess our proposition
at this stage due to its hypothetical nature, the short timelines of the
competition, and existing planning applications on the Hoo Peninsula.

New primary and secondary schools

37 Medway Council Plan 2013-2015
38 Medway sought city status in 2011 for the Diamond Jubilee
39 Medway Council Plan 2013-2015
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Table 7: Our agreement with Medway council

Table 7 provides further detail on our
offer to Medway Council, and what
co-operation/assistance would be
sought in return.

We offer Medway:

We ask Medway to provide:

A promise to fund the local capital expenditure on transport infrastructure
as per the Council’s capital programme, outlined above.

In principle support for our vision and co-operation in our land
acquisition strategy, by making it clear to landowners that if they
deliberately obstruct the strategy, the council will be ready to:
• Make Local Green Space Designations for specific sites within and
around our town
• Issue Compulsory Purchase Orders as a last resort.
Co-operation in the holding of a local referendum.

Full cost recovery on planning: we will fund a full time, specialist team of
8 people to handle all aspects of the planning process. We have estimated
this cost at £300k

Agreement to commence the Local Development Order process after a
successful referendum, including a Planning Performance Agreement
setting firm timescales for all planning decisions and processes.

To exceed the Council’s entire 5 year housing target of 4,075 homes, (819
every year), and the implied total affordable homes target of 1,222 in five
years (246 per year) 2 in our town alone, reducing pressure to deliver
elsewhere in Medway.

Co-operation in marketing and promoting our town and its housing
offer to local people.

The opportunity to be the manager of part of the social housing within
Stoke Harbour, including a management fee of 1.5% of build cost which
covers maintenance, sinking fund and surplus for the Council for 45 years.

Provide the pension fund investor a guarantee on the 4% index-linked
yield rental payments on the social rented homes for 45 years

Nomination rights for social housing under Council management.
Partnership interests in SHLLP and Infra LLP (see below) at the same terms
as other partners.
Representation on the Delivery Boards of both Partnerships and the Infra
LLP Chairman role for the Council Leader.
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Small upfront capital contributions to the partnerships to align financial
interests. Support of the request to Government to designate Stoke
Harbour an Enterprise Zone for 35 years and contribution of all retained
business rates to Infra LLP to fund transport infrastructure.

Fund the provision of social infrastructure, plus additional community
facilities and services for our town (and the wider community) as per the
Council’s capital programme, outlined above.

Contribute 100% of CIL payments and 50% of New Homes Bonus
payments to the provision of infrastructure.

Representation on the board of the Community Trust.

Adopt the highways, streets and basic services as would normally
occur.

Provide continuing revenue support for additional services via the
Community Trust, and pledge no additional call on Council revenues.

Agree that the additional funding via the Community Trust will provide
additionality for our residents, and that Council support for local
services will broadly match that across the Unitary Authority.
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Assuming that the referendum is successful, and Medway Council therefore agrees
to enter into the partnership, its make-up and Delivery Board will be as shown in
the figure below.
Figure 26: SHLLP’s make up and Delivery Board

Core
Investor(s)
Promoter
(Shelter)

Church

Commissioners

Other
Landowners

1 x Board member

Medway
Council

1 x Board member

Promoter

2 x Board member
(plus Chair)

Church
Commissioners

2 x Board member

Co- promoter/
Core Investor

2 x Board member

Other existing

landowners

Stoke
Harbour
LLP

SHLLP’S
Delivery Board
Medway
Council

Chair = Promoter
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Projected partnership returns
(see also Appendix VIII)
SHLLP’s investors will be exposed to a number of
different types of income: premiums on the grant of
long leases, profit shares on the sale of owner
occupier properties by developers, rental income
from head rents on leasehold property, and estate
service charges. The intention is that the estate
service charges fund the improvements/maintenance
of the public realm.
The estimated investor contributions and returns are
outlined overleaf. We consider that the returns
outlined in this table are commensurate with the risks
borne by each partner, and would be attractive to all
target investors.
Investors would be able to sell to each other or a third
party so as to allow for a secondary market in the
partnership interests and create the required flexibility
for exit.

Shelter
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Property sale price scenario modelling
We have used a three point (low, expected, high) cost
estimation technique, with contingencies built in
where risks have been identified. We have also
undertaken sensitivity testing to determine the
impact if construction and infrastructure costs are
“high” or "low". We have also modelled four scenarios
for property sale prices; Scenario 1 represents a base
case where all properties are sold at the lowest
specified price, and the three further scenarios have
incrementally increasing outlooks on potential sale
prices. We consider that Scenario 4 is the most
realistic in terms of matching SHLLP’s business plan,
and that there would be potential for significant
upside beyond this scenario. The cash flow graph
overleaf shows the results for Scenarios 1-3, to
demonstrate that even if sale prices are less than
expected, there is still a significant positive cash flow.
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Table 8: SHLLP investor results, based on Scenario 4 and "Expected" results

SHLLP Investor

Asset
contributed

Years of
investment

Initial
contribution

Deemed uplift /
future contribution

(£m)

(£m)

(£m)

Total

Profit
share

Cash return
(to end of build out)

Equity
multiple

Estimated IRR

Target IRR

Annual yield

(£m)

Promoter

Cash

All

£1.5m

-

£1.5m

1%

£6.5m

4.3

4%

Co-Promoter

Cash

3-4 up to LDO
grant

£6.0m

-

£6.0m

n/a

£18.0m

3.0

n/a

Core Investor 1
(Development)

Cash

15 yrs (5-7 per
investor)

£18.0m

£33.0m

£51.0m

41%

£112.0m

2.2

16.5%

15-20%

n/a

Core Investor 2
(Development)

n/a

15 yrs (5-7 per
investor)

£55.0m

-

£55.0m

41%

£97.5m

1.8

14.2%

12-17%

n/a

Core Investor 3
(Long-term)

n/a

Long-term
years 15+

£30.0m

-

£30.0m

41%

n/a

n/a

7.0%

6-10%

7.0%

Church Commissioners

Land

All

£7.5m

£44.0m

£73.5m

56%

£126.5m

16.9

27.1%

Medway Council

Cash

Medium term

£0.5m

-

£0.5m

0.5%

£1.2m

2.4

4%

As outlined in the cash flow graph and
the table of results, the indicative model
shows that SHLLP breaks even on a
revenue basis (i.e., not including profit
share) in year 12 and then produces an
annual annuity of c.£3.4m, but when
capital receipts are included the
break-even point moves forward to
between years 3-4, with net cash
generated of over £200m in the
estimated 21 year period from the
formation of SHLLP to full occupation
of Stoke Harbour.

This gives the opportunity for all
investors to make their target returns,
and we consider there to be
opportunity for significant uplift as our
indicative model is based on a number
of conservative assumptions (see
Appendix VIII).
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Figure 27: Cash flow graph for SHLLP

Long-Term investor

Co-Promoter invests

Shelter
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Core Development
Investor (1)

Core Development
Investor (2)
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b) Phasing Plan and Delivery Timeline
Figures 28 and 29 show the projected
timeline for the delivery of Stoke
Harbour in terms of pre-planning,
social and transport infrastructure and
house-building. The construction will
be split into three phases of four years,
with milestone reviews after each
phase and constant monitoring of
market absorption so that SHLLP can
respond quickly and adjust marketing,
pricing and other strategies
accordingly.
As outlined in our Vision section, rapid
build out is central to the growth plans
for Stoke Harbour, which averages
1,250 homes per year. Our target build
out rate is 4-5 times the current UK
average. We believe that this and
higher is achievable through our
delivery model. The current estimated
UK average of 50 homes per year per
site is driven by housebuilders’ need to

Figure 28: House-building and projected population growth

drip feed housing supply to maintain
sale prices and margins.40 Our targets
are based on Northern European
delivery models, where rates in excess
of 700 units per site are not
uncommon41 often through land
parcelling and off-site construction.

40 Factors affecting housing buildOut rates, Adams Prof.D., Leishman Dr.C., Department
of Urban Studies, University of Glasgow,
[http://www.gla.ac.uk/media/media_302200_en.PDF
accessed 20.02.14]
41 Set out in the Appendices of Shelter's first round
submission to the Wolfson Prize
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Figure 29: Stoke Harbour construction timeline

Land asset transfer from SHLLP to the Community Trust
YEAR (-6) TO (-5)

Shelter seeks co-promoter.

Land assembly continues.

Conceptual masterplan
and outline business plan
prepared.

Local referendum held at the
end of Year (-4)

Shelter, co-promoter and
Church Commissioners
form SHLLP and land
assembly starts

Shelter

YEAR (-4)
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Outline negotiations with
public sector stakeholders,
developers and potential
occupiers.

YEAR (-3) TO (-2)

LDO granted after successful
referendum.
SHLLP works with Medway
Council and local community
to produce design guide and
zoned, detailed masterplan.
Investment waterfall
finalised.

YEAR (-1)

Design guide and
masterplan finalised.
Year 0 construction
commences (see
following page)
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PHASE I : YEAR 0

NHS polyclinic, nursery/
primary school, small
secondary school, sports
fields, children’s centre, youth
activity facilities, park
and play area
New road North from town
centre to A228
Regional food store
Temporary train station
and car park

PHASE I : YEAR 1-2

Town square and associated
commercial space
Town centre wi-fi
Shared emergency services
hub
New Laing O’Rourke
offsite manufacture plant
on industrial area
New road North East from
town centre to A228
Permanent station
Broadband

PHASE I : YEAR 3-4

PHASE II : YEAR 5-8

Three neighbourhood hubs
with: Community centres,
nursery / primary schools,
parks and play areas, sports
facilities, local libraries, GP
surgeries and dentists.

Harbourfront retail and
commercial space;
water related tourism and
leisure opportunities.

Extension of the small
secondary school and a new
small secondary school
New commercial space
between town centre and rail
station
Allotments and ecology/
conservation areas
Start of harbour construction

PHASE III : YEAR 9-12

Further harbourfront and
canal development
and commercial space.

One neighbourhood hub
with a community centre,
nursery / primary school,
park and play area, sports
facilities, local library, GP
surgery and dentist.

Community hospital.
Two more neighbourhood
hubs with community
centres, nursery / primary
schools, parks and play areas,
sports facilities, local libraries,
GP surgeries and dentists.

Second regional food store.
Further town centre
commercial space and
a new business park.
Country house hotel
Parks, play areas and
ecological/conservation
areas
Car parking to support role as
Hoo Peninsula centre,
including multi-storey at rail
station and edge of
centre locations.
Continued broadband
roll out

New secondary school and
expansion of existing
small secondary school.
Completion of town centre
commercial space
and public realm.
Medway University satellite
and main library.
Urban hotel and second
country house hotel.
Expanded emergency
services hub
Parking capacity and
broadband roll-out growth.
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Achieving accelerated
build out rates
In line with the Key Principles of a New Garden
City Growth Plan ((Part I, Section (c)), we will achieve
these accelerated build out rates through a
combination of measures designed to ensure
sufficient capacity in the supply chain to allow 1,250
unit per year to be built, and also to maximise market
absorption so that demand is sufficient to justify this
build out rate. Key measures for this are:
Offsite manufacture
Licensing construction to small and
medium sized firms
Segmenting the market
Utilising existing infrastructure
where possible
Creating a sense of place at the outset
Providing plots for self-build from day 1.
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Offsite construction in
Stoke Harbour
© Laing O’Rourke Plc

We have discussed the use of offsite
manufacturing extensively with Laing
O’Rourke Plc, who are market leaders in
this area and have significant
investment plans in this industry. Laing
O’Rourke Plc believe that, with the level
of demand we propose, Stoke Harbour
would be an ideal site for a medium
sized offsite manufacturing facility42,
which would be able to produce in
excess of 2,000 units per annum. Stoke
Harbour has an existing freight rail line,
which, with the addition of a siding into
the offsite manufacturing facility, would
be able to ship structures via rail across
the UK. Stoke Harbour is also well
placed for the Channel Tunnel and
ports servicing Europe. Therefore, while
initial demand will be internal, Stoke
Harbour’s facility is expected to become
a regional facility servicing the SouthEast and potentially further afield.
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Manufacturing components offsite
enables a team of four trained
individuals to assemble a house in
roughly four hours, after a construction
period of around 30 days. Medium rise
apartments can be constructed within
15 weeks.43
As shown in the images [opposite],
offsite construction is no longer the
preserve of 1950s pre-fabs. It now
allows a vast range of forms plans and
materials to be used such that
traditional, modern or customised
homes can be constructed, which are
indistinguishable in appearance from
traditionally constructed homes but of
superior build quality.

42 The initial factory will have a footprint of around 30,000
square metres with gross internal area of 48,000 square
metres.
43 Data supplied by Laing O’Rourke Plc
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Employment Opportunities:
Offsite Construction44
The offsite manufacturing facility will
employ c.350 full-time staff, sourced locally,
with different levels of skills and training.
Local people will be trained to provide the
50 degree-qualified digital engineers working
with CAD CAM, and we will look to partner with
Greenwich University to run courses at their
engineering faculty in Medway to help with this
training and training for future employees.
The remaining jobs will be for skilled section
leaders, who will be offered additional NVQ
level training, and for degree-qualified staff,
who will be offered additional training for
specific roles.

Using offsite construction creates a more
socially sustainable model for employment in
the construction industry. It is typically a
struggle to recruit and retain young people
into construction. Young people want stability,
which construction is typically often unable to
offer. Moving jobs to manufacturing facilities
addresses some of the issues by giving people a
location at which to work, from where they can
base their home lives. Manufacturing facilities
are also better places to work, without the
exposure to inclement weather, dirt and
dangerous working conditions which can all
too often be found on building sites.

Additionally, around 100 apprentices will be
required in various skills, including plumbing,
electrics, kitchen fitting and cabinet making,
and manufacturing. These will all be full time
roles, with a 2-4 year commitment for
employment, and placed via Stoke Harbour’s
Apprenticeship Training Agency, set up in
conjunction with the Community Trust
(Appendix XVI).

44 All employment and factory data provided by Laing O’Rourke Plc.
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Licensing construction
to small and medium
sized firms
The major barriers to the multiple small
to medium sized development and
construction firms operating in the UK
are access to land and finance. Our
model overcomes these barriers by
offering serviced plots with outline
planning permission to small and
medium enterprises (SMEs) to build
under license and sell within
pre-agreed price bands and timescales.
This model is designed to encourage
them to compete on quality and price
and to be motivated by transactions
rather than margin.
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c) Stoke Harbour Growth Plan
The key principles of segmenting the
market, utilising existing infrastructure
where possible, creating a sense of
place at the outset and providing plots
for self-build from day one are best
shown through the growth plan for
Stoke Harbour, which is outlined in the
maps below, and described in detail in
Appendix VII. The growth plan is
inherently intertwined with the
investment waterfall (Part III, (d)) and
financial justifications for each
development opportunity.

Figure 30: Stoke Harbour as existing- Year 0

Figure 30 shows the Stoke Harbour as it
currently exists, with a number of farm
buildings on the existing road
infrastructure and an existing industrial
estate and power station complexes to
the South West.

Stoke Harbour site

Existing junction

Extension sites
Existing main road
Existing roads
Existing industrial zone
Existing settlements
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The first few days

Figure 31: Stoke Harbour Year 0-1

As outlined in Figure 31, the granting of planning
permission will trigger the first steps of the investment
waterfall, which finances the initial building of a social
infrastructure hub (NHS polyclinic providing GP
surgery, dentist, pharmacy and opticians, nursery/
primary school, small secondary school and child/
youth facilities) and a 3,000 square metre regional
food store. This is justifiable from existing Hoo
Peninsula demand (there is no regional foodstore on
the Peninsula) and would represent an attractive
opportunity for an investor due to the lease length
(typically c.20 years) and low credit risk of the tenant
(a large food retailer). This would be pre-let with an
agreement negotiated at the pre-planning stage,
contingent on planning permission.
It will also trigger the first house building, which will
consist of detached and semi-detached low density
larger residences based around the fringe of the
settlement on existing roads. Self-build plots will also
be offered in accessible areas. Figure 31 illustrates how
this may proceed based on the draft masterplan and
the existing road infrastructure.
Stoke Harbour site

Existing junction

New social infrastructure (A-E)

Extension sites

New main road (H)

New housing (G)

Existing main road

New junction

New green space (F )

Existing roads

Improved railway

Existing industrial zone

New temporary station
platform (I)

Existing settlements
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New station car park (I)
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Table 9: Stoke Harbour year 0-1, detail for Figure 31

Map ref

Infrastructure or
housing strategy

Justification

Financial justification

Financial
return produced

Trigger
contingencies

A.

Regional food store

Existing demand on the Hoo Peninsula plus future
demand

Pre-let on c.20 year lease, planning and
letting risk removed for investor.

Annuity income

Planning permission and
pre-letting

B.

NHS polyclinic (GP surgeries,
dentists, opticians, pharmacy
and children’s centre)

Existing demand on the Hoo Peninsula (none of
these services are available through the NHS on the
Hoo) plus future demand.

NHS pre-agreement to 45-year lease
provides guarantee and low risk return.
Rent is based on construction cost (with
no land cost) so is low for the NHS.

Annuity income

Planning permission,
pre-letting and time and
cost guarantee from the
construction partner

C.

Small secondary school,
including community sports
fields.

There is one existing secondary school on the Hoo
Peninsula. As second school would give choice and
competition help improve educational standards
plus provide spaces for new residents.

DfE pre-agreement to 45-year lease
provides guarantee and low risk return.
Rent is based on construction cost (with
no land cost) so is low for the DfE.

Annuity income

Planning permission,
pre-letting and time and
cost guarantee from the
construction partner

D.

Nursery/primary school

To meet the new demand.

As above

As above

As above

E.

Youth centre including, eg
small skate park

Limited existing youth facilities on the Hoo. This
provides facilities to encourage early movers and
also to provide benefits for existing residents.

Funded by SHLP through the social
infrastructure levy. The asset would be
donated to the Community Trust.

n/a

n/a

F.

First park near to town centre

Help to build character of central area and provide
leisure space for residents.

As above

n/a

n/a

G. (Housing)

Detached / semi-detached
and self build on the rural
fringe along existing roads.
Also first houses near to the
central hub.

This type of housing is consistent with the existing
stock, utilises existing infrastructure, has expected
demand and high profit margins, thus bringing
cash into SHLP at an early stage.

Low land acquisition premium, profit/risk
sharing model plus existing demand for
these larger residences in the area should
attract developers.

Development profits.
SHLLP receives upfront
premiums plus profit
share.

Planning permission

H.

Main inner access road from
the A228 running South to
meet existing Stoke Road

This road will provide the connectivity required to
bring traffic to the town centre, as well as opening
a new artery for house-building.

The estimated cost of this road is £10m
(1mile). SHLP will fund this via social
infrastructure levies and a short term loan
if needed.

The return is achieved
from the development it
facilitates.

Planning permission and
signed agreements for
the regional food store
and NHS polyclinic.

I. (Transport)

Initial temporary train station
and ground level car park

A (relatively) small initial outlay that creates a step
change in connectivity for Stoke Harbour and the
Hoo Peninsula.

Existing demand and future demand
justify the TOC’s inclusion in their
franchise. Land value uplift gives SHLLP
return.

Car park income and
user tolling ticket levy.

1) Government to
request a “costed option”
in TOC franchise bids. 2)
Start of construction.
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Phase 1: The first four years

Figure 32: Stoke Harbour year 1-2

Providing social infrastructure at the outset, building
at several nodes, including the town centre, and
careful management of the public realms will help to
create a sense of place and develop the identity of
Stoke Harbour. The social and community aspects of
the new settlement are important factors in attracting
new residents and must not be overlooked in these
early stages. The Community Trust will work with
existing organisations to utilise the social
infrastructure, open spaces and natural surroundings
to provide new residents with social, leisure and
conservation-based opportunities.
Market absorption rates – real or perceived – are a
major constraint on developers’ build out rates. We
will overcome these barriers by segmenting our offer
across a range of different tenures, designs and price
points, and by working on a number of different
construction sites in parallel (eg, town square,
neighbourhood hub, harbour front, rural fringe) to
achieve the breadth of dwelling types we are seeking
to further broaden the market absorption.
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Stoke Harbour site

Existing junction

New social infrastructure (A)

Extension sites

New main road (D)

New housing (C)

Existing main road

New junction

New green space (F )

Existing roads

Improved railway

Laing O’Rourke factory (B)

Existing industrial zone

New station (E)

Emergency services (G)

Existing settlements

New station car park
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Table 10: Stoke Harbour year 1-2, detail for Figure 32

Map ref

Infrastructure or
housing strategy

Justification

Financial justification

Financial
return produced

Trigger
contingencies

A.

Mixed use commercial space
in half of town square (20,000
sqm GIA)

The town square is a key identifying characteristic
and focal point, its energy is vital to attracting new
residents. The medium rise massing allows medium
density housing to follow.

No upfront land cost, construction time
and cost guarantee and profit share rent
lower risk. Pre-letting and central
management reduce letting risk.

Rental income with
expected large future
yield rises.

Activation of passenger
rail link. At least half
pre-let. Commitment
that Phase I timetable is
not market absorption
dependent.

B.

Laing O'Rourke offsite
manufacturing facility

To meet projected build out rates the offsite
manufacturing facility will need to be operational.
Estimated construction time and employee training
time is 1 year.

No upfront land cost and very low head
rent as incentives. The employment
narrative and delivery impact justify this
approach.

Low level rental yield on
land acquisition value.

Commitment to use
offsite manufacturing for
all social housing, PRS,
shared ownership,
schools, hospitals and
commercial.

C. (Housing)

Large homes and self build at
fringe and first terraces more
centrally on the new road,
including elderly provision.
First medium rise apartments
near town centre/rail station.

Medium rise apartments start building the urban
character. Adding in terraces including with elderly
provision increases the sale price points and target
markets, plus the density. Self-build and large
homes in the rural fringe will help with cash flow
and population.

These dwellings cut across price points
and demographics and will include a
small amount of PRS as well as private
sale therefore maximising market
segmentation and absorption.

Development profits,
margins for s/m builders.
SHLLP receives upfront
premiums plus profit
share.

Start of construction of
new SW-NE road,
permanent rail station
and other transport
upgrades.

D.

Upgrade of Stoke Road and
extension to the A228 to give
a SW-NE route.

This road will provide the connectivity required to
bring traffic to the town centre, as well as opening
a new artery for house-building.

SHLP will fund this via social infrastructure
levies.

The return is achieved
from the development it
facilitates.

Substantial completion
of the Year 0 road from
the A228 to the town
centre.

E. (Transport)

Start construction of
permanent rail station.
(Further transport strategy
detail on page 46)

It is important that the rail station’s capacity grows
ahead of the population and that the temporary
station is quickly upgraded.

Future demand from population growth.

The return is achieved
from the development it
facilitates.

Completion of the
temporary station.

F.

Construction of further parks
and play areas in cultivation of
new ecological areas.

Demonstrates commitment to garden city
principles, improves attractiveness and provides
Community Trust with opportunities for involving
residents.

Improves attractiveness and market
absorption. Allows involvement of
important external stakeholders such as
RSPB and Natural England.

Development profits.
SHLLP receives upfront
premiums plus profit
share.

First 200 homes and first
road constructed.

G.

Shared emergency services
hub.

An important popularity measure and meets
existing demand on the Hoo (part of Medway
Council’s projects list)

Possible rental model akin to a school/
hospital, but otherwise head rent justifies
outlay.

Head rent return

Lease Agreement with
the Emergency Services
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Figure 33: Stoke Harbour year 3-4
Stoke Harbour site
Extension sites
Existing main road
Existing roads
Existing industrial zone
Existing settlements
Existing junction
New main road
New junction
Improved railway
New station
New station car park
New social infrastructure (A to B)
New housing (D)
New green space
Laing O’Rourke factory
Emergency services (G)
Harbour development (E)
New mixed use (F)
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Table 11: Stoke Harbour year 3-4, detail for Figure 33

Map ref

Infrastructure or
housing strategy

Justification

Financial justification

Financial
return produced

Trigger
contingencies

A.

Three neighbourhood
community hubs to aid the
creation of walkable
neighbourhoods.

Each hub has: GP surgery, dentist, community hall,
nursery/primary school, park, fields and play area,
small library, eco and allotment areas and youth
facilities. The services will attract new residents.

These will be funded by infrastructure
levy contributions to SHLLP and managed
by SHLLP in conjunction with the
Community Trust.

Small head rents from
some of the occupiers.

The substantial
completion of
construction of the year
1-2 homes.

B.

New small secondary school
and extension of existing small
secondary school.

Population growth will require regular new school
facilities to deliver capacity ahead of demand.

DfE pre-agreement to 45-year lease
provides guarantee and low risk return.
Rent is based on construction cost (with
no land cost) so is low for the DfE.

Annuity income

Construction of Year 1-2
homes, pre-letting and
time and cost guarantee
from the construction
partner.

C.

Construction of smaller side
roads.

These will help form and give opportunities for
adding definition and density to the
neighbourhoods.

These will be funded by infrastructure
levy contributions to SHLLP.

They facilitate further
development.

Construction of Year 1-2
homes.

D. (Housing)

Nucleated house-building
around community hubs,
including the first social
housing apartments and
houses and elderly and
wheelchair access homes.

Centering homes on neighbourhood hubs will
help build communities and character to form.

Construction should now be happening
across all tenures and price points and at
sites with different characteristics, which
should maximise market absorption.

Development profits
and annuity returns.
SHLLP receives upfront
premiums plus profit
share.

Start of construction of
neighbourhood hubs,
additional schools and
side roads.

E.

Start of the harbour
construction, starting with the
main harbour front, protecting
walls and the waterfront
properties, and then working
back from there year by year
to produce the ‘canal’ area.

Waterfront is a prized asset in the UK. Utilising this
and making it accessible will form a big part of
Stoke Harbour’s character and regional identity.
Working with the RSPB, Natural England and the
new Stoke Harbour Conservancy Agency we will
mitigate and control impact on existing marine life
and habitats.

The harbourside and canal properties
would be a mixed development
consisting of premium properties and
retail and commercial opportunities and
therefore allow for increased
development profits and rents.

Development profits and
annuity returns. SHLLP
receives upfront
premiums plus profit
share.

Completion of year 1-2
house-building and
social infrastructure.

F.

Mixed use developments on
the road between the rail
station and the town centre.

This is an important walking route and the footfall
and proximity to the station would present
attractive retail and commercial opportunities.

This increases the commercial space
(under the same strategic management
as the town square)

Rental income with
expected large future
yield rises.

Completion of year 1-2
house-building and
significant progress with
years 3-4 housebuilding.
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Figure 34: Stoke Harbour phased neighbourhood growth plan

The Phase I construction plan has been
outlined in the tables and figures above.
Figure 34, shows how the growth for
Phases II and III work continue around
the neighbourhood hubs (of which
more would be created as the
construction programme moves
forward).

Phase I
Phase II
Phase III
Phase IV
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d) Investment Waterfall: Creating the
Confidence to Invest in Stoke Harbour
During the pre-referendum stage SHLLP will enter
into discussions with potential developers, investors,
retail and commercial occupiers, Government, the
local NHS Trust and Department for Education.
Once the LDO has been issued, SHLLP will finalise
these discussions so that there is a series of
contractual agreements for investment or occupation,
based on the completion of specified trigger
contingencies (construction and population/market
absorption milestones) the “investment waterfall”,
examples of which are given in the Section above, in
relation to Phase I. This will require commitment from
the NHS and Department for Education to agree to
leases on polyclinics, schools and a hospital, at stages
where there would be excess capacity in order to
anticipate the growth in demand through Stoke
Harbour’s construction phases.
The investment waterfall provides developers with
certainty that they have secured the opportunity, but
with confidence that they will not have to commit
any funds without supporting demand, and therefore
helps to protect investors and the public sector from
over-reaching if market absorption is lower than
projected.

Something needs to kickstart the waterfall, and for
Stoke Harbour this will be the utilisation of existing
Hoo Peninsula demand for services (as outlined
above), and the start of the upgrade to rail
infrastructure with the construction of a temporary
station.
The outline of the investment waterfall and trigger
points for Phases II and III is below, (full detail at
Appendix VII).
Market absorption will be tested on a monthly basis
and adjustments made to marketing spend, tenure
mix and pricing to allow construction to meet
demand, especially in respect of the release of land
for self-build. This should be reviewed at the end of
Phase I and if market absorption is say, less than 60%,
then consideration should be given to slowing down
the future construction rate. However, momentum is
key and if market absorption is above this rate and
there is felt to be sufficient demand based on
viewings/enquiries/properties under offer etc then
the construction programme should be maintained.
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Figure 35: Phase II Investment Waterfall

Phase II housebuilding starts
(1,000 homes) when
Phase I market
absorption hits 67%

Multi-storey
car-park at rail
station at 6,000
homes

Next 1,500
homes start when
market absorption
hits 70%

Harbour / canal construction continues.
Mixed use waterfront developed.
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Next 1,000
homes start when
market absorption
hits 67%

Business park
construction starts
when 8,000
homes built and
70% occupation

Further
neighbourhood
hub added when
7,000 homes are
built or under
construction

Next 1,500 homes
start when market
absorption hits
70%

Second regional foodstore built when
population reaches 15,000

Central town
square
commercial
completed at 67%
occupation

Phase II
milestone review

Play area, conservation/eco areas and parks
added as the city grows.
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Figure 36: Phase III Investment Waterfall

Phase III housebuilding starts
(1,000 homes) when
Phase II market
absorption hits 70%

Relief Road and
twin rail line
construction start
at the same point

Town centre
commercial
space completed
once 12,000
homes built

Community
hospital
construction starts
once 10,000
homes built

Next 1,500
homes start when
market absorption
hits 70%

Mixed use Harbour and canal district
development continues.

Two new
neighbourhood
hubs once 10,000
homes built

Next 1,500
homes start when
market absorption
hits 75%

Next 1,000
homes start when
market absorption
hits 70%

Phase III milestone
review

Medway University satellite campus built
during Phase III
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e) Applying the Transport Strategy
to Stoke Harbour
As outlined in our Vision section, our transport
strategy involves making immediate improvements
where it will create a step change in connectivity for
the Hoo Peninsula (re-opening the passenger rail
service), or where it removes a potential constraint to
the growth of Stoke Harbour (doubling the capacity
of the Four Elms roundabout). We will then wait for
Stoke Harbour to take hold and become a success
before committing the large amounts of investment
required to build a second rail track and a relief road.
When these large upgrades do take place, they will be
constructed at the same time in the same transport
corridor so as to minimise disruption and cost and
maximise construction efficiency.
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Phase I strategy (first 4 years)
Double Four Elms roundabout capacity and
approach via Four Elms Hill

Gravesend and Ebbsfleet are also being considered
for extensions to the Crossrail programme48, which
would add connectivity to Canary Wharf, Liverpool
Street, the West End and West London.

Estimated cost £22m.45 Full detail Appendix V.

Restore passenger service to the Gravesend
– Grain railway46
Estimated cost: £15m, including a temporary and
then permanent station at Stoke Harbour, the
addition of a passing point, signalling and junction
upgrades, works at Gravesend station and the
installation/upgrade of level crossings. Appendix V.
Adding a passenger service to this functioning freight
railway will make Stoke Harbour a 45 minute rail
commute from King’s Cross via HS1 or Charing Cross,
both from Gravesend (Figure 18, page 46). This will be
an important pull factor in attracting residents and
hugely increases the geographical reach of Stoke
Harbour’s market to include London based workers,
which will be important both in the early years when
Stoke Harbour does not have an internal economy
and therefore many of its residents will need to
commute to work, and also in later years in allowing
residents to access high earning employment in
London to be spent in the local economy.47

45 Estimated cost based on £10m/mile as per the proposed A11 upgrade and
previously proposed £5m Bracknell twin roundabout fly through.
46 We have assessed our estimated costs for the restoration of the passenger
service against publically available material available in respect of the
EastWestRail committed, funded scheme to re-introduce passenger and
freight services between Bedford and Oxford, Milton Keynes and Aylesbury.
The latest GRIP level 4 (Governance for Railway Investment Projects) cost
information (available at http://www.eastwestrail.org.uk/sites/default/
files/images/shared/documents/east-west-rail-grip4-business-case-reportjul-2010.pdf accessed 1 August 2014) shows total capital expenditure of
£178m-£212m for 101km of track, which includes track upgrades but also
re-opening disused line, and works at 8 stations, an average of c.£2m per
kilometre. Our total estimated railway infrastructure cost is £64m in respect
of 12km of track and 2 stations, or an average of c.£5.3m per kilometre. We
therefore consider our estimate to be a prudent one.
47 We have carried out further comparisons against the schemes assessed as
having positive business cases in the ATOC June 2009 report, “Connecting
Communities, Expanding Access to the Rail Network”, which range from
£1.1m-£2m/km when upgrading existing lines to £4.4m-£5.6m/km where
line is being reinstated or new lines built. Given that our proposal involves
elements of upgrades and new track we again consider this benchmarking
to show our cost estimates to be prudent.
48 www.networkrail.co.uk/RoutePlans/PDF/RouteA-Kent.pdf
(accessed 24 July 2014)
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Running a new passenger service requires either a
private service run through an Open Access
Agreement with Network Rail to be set up, or an
existing Train Operating Company agreeing to extend
their franchise to this service. The TOC option is the
more attractive, as a private service would need to
source rolling stock, experienced staff and
management expertise. To achieve this we would also
ask Government to request a “costed option” in the
franchise bids for the South East TOC contract, which
is due for renewal in 2018.

Whether it is feasible for a TOC to operate a service
on a new rail line will to a large extent depend on
the economics of providing the service. Based on our
passenger demand calculations (Figure 37 below and
Appendix V), we consider the economics to be such
that it would justify a half-hourly service through
Phase I and then more regularly in later phases. We
anticipate demand would very rapidly grow to in
excess of the demand for a local comparator,
‘SwaleRail’, the branch line between Sittingbourne
and the Isle of Sheppey.
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Subsidised bus service
We propose to provide a subsidised direct bus service
at peak times from Stoke Harbour to Strood station
(chosen as a suitable site for onward journeys through
Medway) for six years. We will discuss bus new routes
that take in Stoke Harbour without disrupting existing
journey times with Arriva (the existing provider) and
subsidise these until they are commercially viable. A
viable bus service should help to reduce car use,
improve connectivity to Medway for those residents
without cars and reduce peak congestion. Estimated
cost: £100,000 pa, growing to £200,000 pa for six years.

Figure 37: Projected Stoke Harbour rail extension passenger demand
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Figure 38: Infrastructure diagram

Phase 2 strategy
During this period we will upgrade the roundabouts
and roads of stretches of the A228 adjacent to Stoke
Harbour, at an estimated cost of £15m.49 We would
also make small improvements to signals and level
crossings anticipating the safety requirements of
future growth at an estimated cost of £4m.

Phase 3 strategy
A relief road will increase connectivity to Gravesend
and relieve pressure on the A228/A289. Our proposal
is a forward-looking solution to highways access that
will allow more significant long-term expansion,
including the proposed orbital developments and the
expansion of Stoke Harbour. This route also supports
Kent County Council’s ambitions for improving the A2
junctions at Gravesend and is designed to minimise
environmental and local impact through use of the
existing transport corridor created by the train line.
The estimated cost is £160 million.50
The relief road will intersect with the proposed
Lower Thames Bridge, should the M2 to M25 option
be chosen, which will greatly increase Stoke
Harbour’s connectivity with Essex and areas North of
the Thames.
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During Phase 3 we will offer business rate subsidies to
any private operator (or consortium) who is willing to
put on a passenger ferry service to Medway from
Stoke Harbour. Private operators who are willing to
offer this service will also be granted commercial
licenses to operate leisure boats from the harbour for
trips along the Medway or out to the North Sea,
which should help to cross-subsidise the service.
A functioning river ferry service should increase the
profile of Stoke Harbour and the Hoo Peninsula within
the region, increasing commercial opportunities for
leisure and tourism.

49 Estimated cost based on £10m/mile as per the A11 roundabout and
dualling of carriageway works proposed by the Highways Agency http://
www. Highways .gov.uk/ roads/road-projects/a11-fiveways-to-thetfordimprovement/
50 Estimated cost based on £16m/mile for single carriageway with passing
points and A2 junction upgrade

Phase 4
Stoke Harbour expansion
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Figure 39: Graph of anticipated transport infrastructure expenditure (by year)

Phase 4 development will require a new
Stoke Harbour ring-road north of Lower Stoke
(estimated cost £35 million) while the proposed
Higham expansion and Grain settlements will require
one new station and one expanded station,
and the laying of new rail track (estimated cost
of £30m-£35m51).

51 The increased frequency would make electrification suitable, as this
would reduce the wear load on the track and produces less carbon dioxide
than diesel trains, but has an estimated cost of £60 million for the
full line to Grain.
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f) SHLLP’s Business Plan
SHLLP’s business plan is to grant long leases over
small areas of land within Stoke Harbour (as zoned
according to the masterplan) to developers/investors
in return for upfront premium payments and future
profit shares on resale (thus benefitting from the land
value uplift). SHLLP will be the over-arching
organisation responsible for the management of the
Stoke Harbour Estate and will receive head rent and
estate service charge income from tenants. As assets
are ceded to the Community Trust, the responsibility
for management and head rents and estate service
charge income will also be transferred to them.
Further details of the asset transfer are provided on
page 132.
In order to allow SHLLP and, in the future the
Community Trust, to benefit from medium term land
value appreciation, the head rents will be reviewed
every five years and increased in line with average
property price growth for that tenure and type of
building/residence, with a cap for residential property
based on 1.2 times the percentage local median
wage increase. This is designed to ensure that the
cost of property ownership does not become
prohibitive if property prices rise, albeit that in theory
the existence of a head rent and estate service charge
should act as a small brake on property prices.
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Tenure models
We outline below some of the proposed tenure
models that we think will work well in Stoke Harbour
and indeed in other garden cities. SHLLP would also
consider other tenure models, particularly where they
allow institutional finance to enter the house-building
market.

Private sale
There are two distinct strategies for private sale. The
first is a developer model where SHLLP will grant long
leases over plots of land for a premium and then
receive a profit share (via an overage) on the end sale
of the property to the new resident. The second
model allows small and medium house-builders who
cannot afford the upfront land cost to be granted a
license to construct homes and act as sales agents in
return for a pre-agreed share of the sales proceeds
(which is equivalent to construction cost plus a
margin) and a 2% sales fee.
For private sale tenures, we understand that freehold
ownership is a more attractive proposition
(particularly outside of London) as it gives the
home-owner greater comfort and security of
ownership than a leasehold tenure. In order to
provide perceived security to the purchaser, we
anticipate the leasehold interests would be c.175

years, thus allowing a period of c.95 years before any
loss in value. We will also make it very clear that we
will support future applications for lease extensions.
We will also set up a Scheme of Management for the
estate, so that the requirement to adhere to Stoke
Harbour’s design code is maintained, in case of
leaseholder enfranchisement.
For private sale properties a head rent of £10-£50 per
property (depending on size) per month will be
collected by SHLLP or other body, as directed.
SHLLP’s indicative development return analysis, as
shown in Table 15 on page 108, highlights that some
building types (semi-detached and detached) have a
greater profit margin than others (terraced housing
and apartments). This is also true of homes that are
located in the waterfront and harbour areas, which
would command a premium in the market than
properties elsewhere in the city. SHLLP will therefore
look to negotiate agreements with developers
whereby a land plot with high profit potential is
matched with a plot with lower profit potential and
the developer is expected to develop or arrange for
the development of both. This cross-subsidy model
should help to ensure that development of Stoke
Harbour occurs across price-points and sites, which is
a key component of the market absorption strategy.
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Figure 40: Summary of SHLLP Business Plan

Profits to partners

Planning, referendum and
partnership running costs
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Cash In
Cash Out
Land Ownership

3. Infrastructure
Roads, utilities,
drainage, transport
etc

4. Lease over
small parcels
of land

SITE SPECIFIC
DEVELOPER / INVESTOR

MAJORITY
LANDOWNERS

MINORITY
LANDOWNERS

CONSTRUCTION
FIRMS

5. Construction
Residential
Commercial
Schools
Hospitals

6. Occupation

Purchase price / rent
/ service charge

Head rent /
estate service charge

2. Acquire Land

Profit share / head rent /
estate service charge

1. Contribute
Land

Lease premium to cover land
and infrastructure costs

SHLLP

RESIDENT /
OCCUPIER

CONSTRUCTION
FIRMS
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We will specify a minimum sales price
for all housing, and a maximum sales
price for each type of terraced housing
and non-waterfront apartments, so that
Stoke Harbour’s initial affordability is
retained. Therefore, a developer will be
incentivised to develop the lower
margin terraced and apartment
buildings where potential profits are
capped in order to gain access to the
high margin unrestricted profits of the
larger lower density housing.
We recognise that developers have
specific market segments which they
operate within and, for example, a
developer at the high end of the market
may not have the specific expertise for
developing medium density terraced
houses. We therefore expect our
plot-matching policy to help small and
medium builders realise opportunities
through the subcontracting of the lower
margin construction work, or for Laing
O’Rourke’s offsite construction solutions
to be utilised.
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Another important part of SHLLP’s role
will be ensuring that developers are
meeting their sale targets for the lower
margin homes, and this will be a criteria
against which developers are assessed
when applying for future plots for
development.

Tenure flexibility
Developers should have sufficient
flexibility so that should they find that
there is greater demand for PRS rather
than private sale during or post
construction, they can choose to offer
the property for rent rather than sale,
with the head rent adjusted accordingly
so that SHLLP shares in the rental profits
from any letting or sub-letting (for
which the head rent is double the
private sale level).
Alternatively, SHLLP would help the
developer or house-builder to find a
buy to let investor to purchase the
home(s) and allow them to realise their
construction/development profit.
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Figure 41: Stoke Harbour Tenure Models

Private Sale

Private Rental

SHLLP

DEVELOPER

RESIDENT

SHLLP

INVESTOR

RESIDENT

Freehold with
profit share

Long leasehold

175 year lease hold

Freehold

125 year lease hold

5 year assured
shorthold tenancy

Profit share

Sales proceeds less 		
profit share

Purchase price

Head rent plus estate
service charge

Occupier rent and
service charge

Rent plus service charge

Profit share
Head rent plus estate
service charge

The diagrams below show the
anticipated tenure models and
how SHLLP will receive income
(see also Appendix VIII).

Head rent plus estate
service charge

Head rent plus estate
service charge

The freehold will contain an overage
specifying that 5% of any gain on sale
by the resident is payable to the
Community Trust. This enables the
community to share in the increase in
land value over time, in part created by
the pleasant garden city environment
and community.

Assured Shorthold Tenancies will be for
5 years, in line with Shelter’s stable rental
contract recommendations52, with
annual RPI increases and then reset/
uplifted to market value at the end of
the AST.

52 A Better Deal, Shelter, 2013
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Shared Ownership

Social Housing
SHLLP

INVESTOR

MANAGER

RESIDENT

SHLLP

HOUSING ASSOCIATION

RESIDENT

Freehold (reverting to
the Community Trust)

45 year lease

45 year lease

Secure tenancy

Freehold

125 year lease hold

120 year lease hold

Head rent plus estate
service charge

Net 4% index
linked rent

1.5% / 1.75% for
maintenance, sinking
fund and surplus

Social rent at 5.5% /
5.75% of build cost plus
service charge

Land sale proceeds

Monthly occupier rent
plus capital proceeds
from staircasing

Monthly rent plus
service charge and capital
payments for staircasing

Head rent plus estate
service charge

The social rental model illustrated above
is the institutional investor lease and
leaseback social housing model,
whereby the institutional investor funds
construction in return for a 45-year
indexed linked payment of 4%-4.25% of
their costs. Social tenants pay rent at a
rate of 5.5%-5.75%% on the
construction cost (with annual RPI
increases) to the Manager, who has
provided a rental income guarantee to
the investor. The Manager would be
Medway Council or a Housing
Association. The lease from the investor

Shelter
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Head rent plus estate
service charge

4% index linked rent plus
head rent and estate
service charge

to the Manager is a fully insuring and
repairing lease, such that this risk and
cost is removed from the investor.
The investor pays a small head rent to
SHLLP (at a discount compared to
private ownership) and after 45 years
the leases unwind and SHLLP endows
the Community Trust with the freehold.
SHLLP will also welcome the traditional
Housing Association model whereby
they fund construction and manage the
tenancies, paying a small head rent and
estate service charge to SHLLP.

For the shared ownership model
outlined above, the Housing Association
will make staged payments to cover the
construction cost and will acquire the
property at 95% of the “low” value.

Land purchase price,
head rent and estate
service charge

99

Wolfson Economics Prize MMXIV

Shelter

Schools/Hospitals

Self Build
SHLLP

RESIDENT

SHLLP

INVESTOR

OCCUPIER

Freehold

Long lease hold

Freehold

45-year lease hold

45-year lease

Land sale proceeds

Land purchase price,
head rent and estate
service charge

Head rent plus estate
service charge

Net 4% index
linked rent

Occupational rents

Head rent plus estate
service charge
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Head rent plus estate
service charge

Rent plus service charge

Commercial
SHLLP

INFRA LLP

INVESTOR

OCCUPIER

Freehold

125 year lease with
75 year call option

120 year lease with
head rent based on a
rental income share

Tenancy

Estate service charge

Rental income share
via head rent

Occupational rents

Rent plus service charge

Estate service charge

Head rent based on
rental income plus
estate service charge
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Where possible, SHLLP will work to ensure that the
offsite manufacturing facility is used for construction.
This is advantageous for a number of the tenures, as
a cost and time guarantee would be available, and
also due to the speed (and quality) of construction.
We would therefore expect the offsite manufacturing
facility to be used for social housing, PRS, shared
ownership, commercial buildings, schools, hospitals,
other community buildings, while remaining an
option for self-builders and private sale (although
there will undoubtedly be greater variety in the
house-builders for these tenures).

Commercial and industrial
land strategy
As outlined in Part II, Section (g), having commercial
and industrial floorspace available is an important
factor in enabling Stoke Harbour and its economy to
grow. Figure 42 shows the timing of the provision of
economic floorspace in Stoke Harbour.

Shelter
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Commercial land investors
Stoke Harbour's commercial strategy will reflect its
future position as a small city and focal point for the
Hoo, but also the requirements of its rapid growth
model and the intermediate stages in this process.
Focussing first on Stoke Harbour’s future role as a
small regional city and centre of the Hoo, recent
experience has shown that a retail area that is under a
single ownership and has a single active management
strategy for the whole area performs much better
than a typical UK high street where each unit is
individually owned. SHLLP will therefore seek to
appoint a single commercial property manager (or
utilise the experience of the Co-Promoter/Core
Development Investor) for all commercial/mixed use
areas within Stoke Harbour, so that all commercial
areas can complement each other to produce the
best overall result for owners, occupiers and the city.
The property manager/partner will work with the
masterplanners to produce a phased plan for the
commercial/mixed use areas, and using a leasing
agent will approach potential occupiers preconstruction. As outlined in the table below, the

property manager will use inducements and turnover
based rents to lower the risk for these occupiers.
Once c.35%-50% of the retail/entertainment space
has been pre-let, we will then approach a potential
investor for finance to construct the building, having
agreed a time and cost guarantee for the construction
of the building with the construction partner (utilising
offsite manufacturing where possible). The property
manager would then continue to seek retail, office,
food and beverage, entertainment, residential,
cultural, small independent business lettings for the
remaining units before and during construction.
See Appendix IX for further details on how a single
strategic manager will benefit Stoke Harbour’s mixed
use/commercial areas
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Table 12: Commercial land strategy risks

Risk

Mitigation strategy

Construction risk

SHLLP will work with the house-building construction partner to offer ‘preferred
partner’ status for commercial property so long as they provide guarantees for
construction time and cost. This should be possible due to known manufacturing
costs, and will boost demand for the offsite manufacturing facility.

Letting risk

The property manager will look to negotiate with national multiple retailers and
other occupiers during the pre-planning stage so that there are some agreement
in principles for pre-letting.
Rents would also be agreed on a turnover basis with ratchets for construction
milestones/population increases, this will help share risk between the occupier
and the landlord and make the opportunity more attractive for the occupier.

Occupational risk (risk
of occupier having low
sales/demand)

By having one strategic property manager, Stoke Harbour will be able to benefit
from a policy of targeting occupiers that match local demand, thus reducing the
risk of an occupier having low sales/demand.
The property manager will be regularly monitoring the trends of the local
population so as to actively manage the mixed use areas to retain their relevance.
The starting point will be to assess the retail, food and beverage outlets and
entertainment demands of the existing Hoo Peninsula population

The key risks for investors in commercial land and
SHLLP’s approach to mitigating these risks are
outlined in the table opposite.
Our approach to developing commercial areas will be
to partner with long term funders (via a lease with an
income share rental clause) so that SHLLP’s share of
rental profits can be utilised to fund transport
infrastructure expenditure (Section (h)). SHLLP will
therefore be looking for long term investors who are
happy to fund construction in exchange for no
upfront land costs and a rental income share
arrangement. Our target income split would be
67%/33% funding investor/SHLLP. Once a lease has
been agreed in principle on these terms SHLLP will
grant a slightly longer lease to Infra LLP, so Infra LLP
can then grant the actual lease and benefit from the
rental income to meet the costs of transport
infrastructure.
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Industrial land strategy
As shown in Figure 30 on page 79, the existing
Kingsnorth industrial estate is adjacent to our
proposed Stoke Harbour site. The industrial estate is
approximately 20 Ha in total area and has good
quality access roads and roundabouts.
Rather than seek to acquire this land, we believe it
represents an excellent opportunity to have
floorspace on hand to help with Stoke Harbour’s
economic growth. We will engage with the land
owner so that we can use its access road network for
works traffic and then site our industrial area and
business park adjacent to Kingsnorth. The offsite
manufacturing facility will be sited on industrial
zoned land acquired by SHLLP adjacent to the railway,
but Kingsnorth should then benefit from demand by
complementary businesses and suppliers seeking a
site close to the facility.
Given that the estate is currently low-value
warehousing, we expect that the landowner should
find the proposal for a nearby garden city to be a
positive one and be supportive in respect of allowing
access through their land.

Shelter
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Figure 42: Timeline showing availability of economic floor space in Stoke Harbour
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g) Key Risks of the SHLLP Business Plan
Risk

Mitigation

Construction cost increases

Increase utilisation of offsite manufacture with known costs.
Volume procurement.
Increase in price ceilings.
Adjustment of minimum sales price if the market allows it.

Slower than expected market
absorption

Increased marketing spend.
Increased self-build allocations.
If price is found to be the barrier, temporary reduction in land cost
to developers and reduction in minimum price until demand is met.
Major transport spend is not until year 9 and can be delayed
to match market absorption.

Slower than expected build
out rate

Adjust incentivisation model for boosting build-out by
developers/house-builders.
Incentivise use of offsite manufacturing.

Low demand for commercial
space within mixed use areas.

Use of rent free periods, turnover based rents and other incentives.
Increased marketing spend and segmental analysis of Stoke Harbour
residents to give occupiers confidence of their market.
Target pop-ups, start-ups, arts and cultural opportunities to have temporary
use of the space and influence the mood of the central areas.

Market house prices and rental
values are below expectations

Further investment in social infrastructure, community support
and the public realm.
Consider acceleration of transport infrastructure spend and waterfront
development, or slowing down development to support prices, model the
scenarios to determine the best approach.

Table 13: Project Risks
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h) Modelling Transport Infrastructure
Financing for Stoke Harbour
Figure 43: Infra LLP Governance

SHLLP

Infra LLP
Delivery Board
Chair = Medway Council

3 x Board members

Medway
Council

3 x Board members
(legal, transport and
governance)

Infrastructure
UK

1 x Board member
(IUK delivery team)

Kent County
Council

3 x Board members
(legal, transport and
governance)

North Kent LEP

1 x Board member
(LEP Chairman)

leader

We have applied the transport
infrastructure financing principles
outlined in Section (e) along with a
number of assumptions when arriving
at an indicative funding solution for
Stoke Harbour.

contributed to Infra LLP, due to the
direct relationship between economic
growth and transport infrastructure. This
is therefore a further land value capture
mechanism to finance infrastructure
expenditure.

The partners in the infrastructure joint
venture (Infra LLP) and anticipated
Delivery Board is set out opposite.

These leasehold interests will provide
most of the income that will be used to
meet the transport infrastructure
expenditure. SHLLP will also contribute
cash through transport infrastructure
levies received in respect of the private
sale properties (an average of £5,000 per
home). As outlined in Section (e),
Medway Council in conjunction with
Infra LLP will request to Treasury that
Stoke Harbour is made a 35 year
enterprise zone, with business rates
retained and contributed to Infra LLP.

Medway Council and Kent County
Council would be asked to provide a
small amount of initial equity on a
preferred return basis53, but SHLLP
would provide the bulk of the equity by
contributing 125 year commercial
property leases to Infra LLP, but with a
call option that can be exercised after
75 years, so that once the transport has
been paid for the rental income returns
to SHLLP and boosts its annuity returns.
On an NPV basis, Infra LLP’s commercial
property leases have a value of £150m
once all construction has taken place.
The commercial property is considered
an appropriate asset class to be

53 This would be a staggered return of 4% if there is a
surplus prior to year 45, 3.5% if there is a return prior to
year 5 and 3% if the surplus is generated after year 50.
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Figure 44: Infra LLP project expenditure and income

Infra LLP would also implement a small element of
user tolling, through small rail ticket levies designed
not to impact demand and car-parking income at the
rail station and 50% from wider Stoke Harbour.
Infra LLP will therefore use the following cash sources
to repay the bonds and bank loans over its life:
a. Commercial rents.
b. Business rates from Stoke Harbour
Enterprise Zone contributed by Medway
Council.
c. Rail station car park income and rent from
businesses in the station.
d. 50% of Stoke Harbour car parking income
for 25 years.
e. User charging through ticket levies.
f. Transport infrastructure levies from the
development of Stoke Harbour.

The bulk of the upfront capital cost of construction
would be funded by debt. As per our transport
infrastructure strategy, Infra LLP would incur some
initial expenditure making step change
improvements to rail connectivity and road capacity,
and then utilise the upgraded infrastructure to allow
for the bulk of the house-building and growth of

Stoke Harbour before committing further significant
expenditure for relief roads and improving the rail link
in years 9-12.
We have modelled a hybrid debt solution for Infra LLP,
(Appendix VI).

leases and ceding of assets to SHLLP. The returns have
an NPV of c.£15m for SHLLP and allow Medway
Council and Kent County Council to realise a 4%
annualised return.

Our projected cash flow and project debt/return
profile, based on the above debt solution and
assumptions as outlined in Appendix VI shows peak
debt of £184m in year 12, breaking even by year 44,
and returns of £4m-£10m per annum from year 41
(totalling £289m) before the expiry of the commercial
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i) Site Specific Developer/Investor Returns
Pursuing a business plan that allows individual
investors to develop specific parcels of land or
buildings (in line with Stoke Harbour’s masterplan)
maximises Stoke Harbour’s chances of
success through:
Sourcing £2bn of capital expenditure
without reliance on any one or small
number of investors.
Benefitting from the expertise of each
investor/developer; the matching of the
opportunity with their risk profile retains
maximum value within SHLLP and
the Community Trust.
The negotiation of terms favourable to the
long term health of Stoke Harbour, such as
head rents, through giving up some of the
potential upfront land price.

In the tables below we have summarised the
investment models available; analysed the risk
profile of each investment offering, the typical
returns required for this model, and the investor
categories suited to this; and summarised the
investment returns.

Shelter
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This analysis has formed the basis of our conclusion
that SHLLP would be successful in enticing
developers/investors to agree a construction and
investment waterfall through Phases I, II and III. Table
15 shows that our estimated returns for all tenures,
when modelled at high, expected or low scenarios
meet the thresholds required for investment, in
particular when you take into account that SHLLP has
borne all the planning risk.
Furthermore, we consider the house price and rental
income assumptions we have made are prudent and
subject to a fair opportunity for upside, given that
many of the comparators we have used are lowgrade stock in run down areas of Medway. If Stoke
Harbour is a success, then the environment and
atmosphere would be significantly different to this
and the property prices and rental income (where
they are not controlled) would be in excess of these
low benchmarks.
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Table 14: Investor opportunities and expected risk profiles

Tenure/infrastructure
opportunity

Risk analysis

Risk rating Returns sought

Social rental

Construction risk mitigated by guarantee from contractor and
use of offsite manufacture.

LOW

4% plus RPI increase

LOW /
MEDIUM

6%-9%, increases
Institutional / real
achieved through
estate fund /
annual RPI uplifts during sovereign wealth.
lease and reset to market
value for a new tenant

MEDIUM

10%-15%

Property developers

LOW

n/a

Self build = no
investor, direct sale
to end user
Shared ownership:
Housing Association

LOW

4% plus RPI increase

Annuity funds
(pension/insurance)
for liability matching

MEDIUM

10%-15%

Institutional / real
estate fund /
sovereign wealth.

Letting risk taken by operator (Housing Association or Medway Council
provides guarantee) and there is high social housing demand.
Private Rental Sector (“PRS”) Construction risk mitigated by guarantee from contractor and
use of offsite manufacture.
Letting risk is lowered as PRS is just 10% of available tenures,
therefore supply is restricted.
Private sale (development
model)

Construction risk is low/medium dependent on whether using
offsite or traditional construction techniques.

Investor profile
Annuity funds
(pension/insurance)
for liability matching

Financing risk is lower as there is a reduced cash outlay due
to a low land premium.
Demand risk is medium, as the investment waterfall means
that excess supply is avoided.
Self-build and shared
ownership

Construction risk is taken by resident /Housing Association has
construction guarantee in exchange for forward funding.
Demand risk is low, there is high self-build demand and shared
ownership is only 7.5% of tenures so excess supply is avoided.

Schools and hospitals

Construction risk mitigated by guarantee from contractor and
use of offsite manufacture.
Demand risk mitigated by pre-agreement with NHS Trust/Department
for Education with 45 year guarantee.

Commercial

Construction risk mitigated by guarantee from contractor and use
of offsite manufacture.
Letting risk mitigated via pre-letting where possible, single strategic
management and turnover based rents. Occupier sales risk mitigated
by strategic property management for all commercial areas.
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Table 15: Summary of investor returns based on “expected” construction costs

Tenure

Expected category
of investor

Required total
investment

Target return

(£m)
Private sale

Developer

£828m

15%-20%

Estimated return based on expected costs
Scenario 2

Scenario 3

Scenario 4

£170m (profit)
20.5%

£201m 24.5%

£215m 26.0%

Low

Median

High

Notes
15-20% as developer bears own
finance costs, otherwise
10%-15%.

PRS

Institutional / real estate
fund / sovereign wealth

£155m

6%-9% (with
uplift)

5.0%-6.7%

5.9%-8.3%

6.9%-9.8%

RPI annual uplift expected plus
reset to market value at the end
of the tenancy

Shared ownership

Housing Association

£143m

n/a

n/a

n/a

n/a

We have not modelled shared
ownership returns due to the
potential permutations.

Self-build

Owner occupier

£105m

n/a

n/a

n/a

n/a

Social housing

Housing Association /
Medway Council /
Institutional

£405m

4% index linked

n/a

4% index-linked
(institutional
model)

n/a

Return will remain at 4% index
linked. Build cost impacts
allocations to social housing as
the maximum rents are fixed.
Please see Appendix XV for
further details.

Schools and
hospitals

Institutional

£90m

4% index linked

n/a

4% index-linked
(institutional
model)

n/a

Return will be set at 4%
index-linked on construction
cost

Commercial

Institutional / real estate
fund / sovereign wealth

£155m

10%-15%

11.3%-14.9%

12.5%-16.6%

12.9%-17.0%

Commercial land is held by Infra
LLP

Total

Shelter

£1,881m
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Introduction
No matter how well designed or
economically viable a potential garden city
may be, it will not succeed as a city – and
indeed may never even get built – if it does
not have the support of local people.
It is not possible to win over everyone
in a local area to a major new
development, but with targeted
incentives, sensitive design and smart
campaigning it is possible to convince a
majority of local people to show their
support. To demonstrate this majority
support to local and national stakeholders
with the power to deliver a garden city
(councils, DCLG, the Treasury), we will
hold a local referendum54 of residents
in the relevant local authority area.
This referendum will need to:
Be fair (and perceived to be fair)
Maximise turnout
Be purely about the garden city
proposal, and not house building
in the local authority per se
(regardless of the vote in the
referendum, the local authority
will still have a duty to plan to
meet local housing need)

To fulfil these goals, the referendum will:
• Be scrutinised by an independent
and impartial body
• Be held on a day likely to maximise
turnout, such as the day of a local
or national election
• Use modern voting techniques such
as online voting to increase turnout
• Be open to all residents of the local
authority area only. This avoids:
(i)		Opening up the franchise
to a wider constituency (for
example, people who register
as potential future residents, or
the county region as a whole),
which could be perceived as vote
rigging by local residents and
a motivation to vote no.
(ii) Restricting the franchise to
residents of the directly affected
site, which excludes the
legitimate views of those affected
in Medway (eg, those needing a
local home they can afford).

In this part we look at how to ensure
the best possible chance of winning
this referendum:
a) Understanding local people
We have looked at existing data on
local people in Medway, and then built
up a more detailed picture through
commissioning bespoke polling
(with YouGov) and in-depth qualitative
analysis (with BritainThinks). This new
research has been made possible with
the kind sponsorship of Legal & General
and has informed our bid already.
b) Winning over local people
We have then segmented the
audience and devised a targeted
campaign strategy with different
approaches for each segment, and
bespoke messaging aimed at building
support and overcoming opposition.
Our strategy is one of triage: by
identifying the groups most likely to
support, oppose and waver we can
target our resources effectively at
convincing waverers, rather than trying
to convert die-hard opponents.

The electoral geography must be
coterminous with the local planning
authority. The point of a local referendum Winning the referendum would trigger
Medway Council to grant Local
is to gain a local political mandate.
Development Orders for the sites

proposed. This would simplify, speed up
and de-risk the planning process –
creating the confidence for detailed
masterplanning to begin.55
However, we know that winning a local
referendum is not the final word in
securing local support. Over the lifetime
of the development, local people must
feel that the garden city is theirs if it is to
retain legitimacy and avoid being
labelled as something that is imposed
upon them. The final section of this part
looks at this.
c) Working with local people
Current and future residents
should have real ownership over the
masterplanning process, through a
co-production model that involves
local people directly in the design
of the garden city. In addition,
community ownership of assets and
control of an annual revenue budget for
local services will give the residents of
our garden city unique benefits and
services that will foster ongoing support.

54 Building on the ideas of Henry Cleary and Andrew
Wells in Light Bulb Prizes published by the Wolfson
Economics Prize 2014
55 This process is set out in more detail in Appendix I.
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a) Understanding Local People
We have conducted a significant amount of research
into the attitudes and opinions of local residents on
the Hoo Peninsula, in the Medway local authority area
and across the wider South East. We have done this
in three ways:
(i) Using existing data about demographics,
housing tenure and communications
preferences – to build a general picture
(ii) Commissioning specific quantitative research
– to get answers on specific questions about
our proposal from a representative sample of
local people
(iii) Conducting in-depth qualitative research – to
fully understand the underlying motivations
behind people’s stated opinions

Existing data
Shelter has created a bespoke tool – ‘Shelter Housing
Insights for Communities’ (SHIC) – which uses
advanced demographic data from the ACORN
consumer classification and combines this with data

on attitudes towards housing, propensity to support
or oppose new developments and communications
preferences.56
Using this to look at Medway shows that the three
largest groups of the population – Post-Industrial
Families, Secure Families and Blue Collar Roots – all
have a fairly high or average likelihood of opposing a
development initially, but also a low or average
likelihood of actively opposing it (i.e. attending
planning meetings to express their opposition).
The next largest group – Struggling Families – are

much more likely to support a proposed
development. A smaller number of the population
are Flourishing Families, highly likely to be actively
opposed to any such development.
In Table 17 on the next page we present detailed analysis
from SHIC on the most populous group in Medway: Post
Industrial Families.

Table 16: Housing Insight categories in Medway

ACORN group

% local
population

Likelihood
to oppose
development

Likelihood of actively
opposing a planning
application

Post Industrial Families

22%

Fairly high

Fairly low

Secure Families

21%

Fairly high

Average

Blue Collar Roots

16%

Average

Fairly low

Struggling Families

10%

Low

Low

Flourishing Families

7%

High

High

Overall
rating

56 ACORN is a geodemographic segmentation of the UK’s population. It segments small neighbourhoods, postcodes or consumer households into 5 Categories,
17 Groups and 56 Types. By analysing significant social factors and population behaviour, it provides precise information and an in-depth understanding of
the different types of people in different parts of the UK. Shelter's SHIC tool, available for free online, is specifically aimed at winning local people’s support for
new developments. For each local authority area, it is possible to see the relative sizes of various demographic groups, what they are likely to think about new
housing developments, and the best way of speaking to them in order to win their support or alleviate their concerns. Data in this report is based on pre-2013
ACORN classifications.
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Table 17: Shelter Housing Insights for Communities (SHIC), Post-Industrial Families

Post-Industrial Families (22% of the population in Medway)

Description

A combination of skilled older families and young working families, who are likely to work in office, clerical or retail jobs,
predominantly between 40 and 49 years old, with some in their thirties. A high proportion took out a mortgage just
before the recession, and with higher loan to value ratios and falling house prices, some are likely to be in negative
equity.
Very concerned about high house prices, and think that only children of well-off families will be able to get a foot on the
housing ladder.

Housing aspirations

House building opposition and
support

Planning opposition and support

If not already a homeowner, they aspire to owning a home in the long term (15 to 20 years’ time). They are very
concerned about high house prices, and think that local people cannot afford to buy a home.
They feel that in some areas only the children of well-off families will be able to afford to buy a home. They are concerned
about how their own children will afford decent housing in a good area.
This group has differing views on house building, with a small number being opposed. Others within the group are fairly
positive towards social and affordable housing and see the council having a role in providing these and homes to buy.
They may not be satisfied with their home and may want to move locally. Many have recently experienced job loss or
redundancy.
They are fairly unlikely to oppose planning applications and fairly likely to support them, but this does not appear to be
active support, as they are fairly unlikely to engage in local community. They are likely to have some concerns over new
housing especially in relation to whether it will be affordable and for local people.
They also have concerns about how local services will cope. If these are overcome, and they are convinced that new
housing would improve the area and bring better community facilities with it, they may support local house building.
Issue: House prices are far too high for local people to afford.
Suggested messaging: “Local house prices put home ownership out of the reach of many people. The new
development we’re proposing is an opportunity for local families to access a new home that they can afford. Make your
support for this development known.”

Issues/concerns and suggested
messaging to overcome

Issue: I am not satisfied with my home or local area but can’t afford to move to a better area.
Suggested messaging: “The new development offers local families the opportunity of a brand new home. It will also
help to make the local area one that all families aspire to live in. Let the community know how much you support this
new development.”
Issue: New housing will bring improvements to the local area, including better community facilities.
Suggested messaging: “We want your views on how the new development can improve community facilities and make
the area a better place to live. Get your friends and neighbours involved.”

Communications preferences

They read the Sun, the Daily Mirror and the Daily Mail. They are highly likely to read their local free newspaper and are also
very likely to read free newspapers.
Direct mail is a means of communication highly likely to influence this group.

Shelter
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Figure 45: Proximity to Stoke Harbour

Quantitative research
We can enrich this initial analysis with quantitative
research. We already know that nationally there is
increasing public recognition of the need to build more
homes. 64% of people agree that “as a country we need
to build more homes”, an increase from 57% in 2012.57
This is not just an abstract concept for people: the
percentage who support more homes being built in
their local area has increased from 29% to 47%
between 2010 and 2013, with opposition falling from
47% to 32% in the same period.58

The detailed SHIC analysis in Table 17 shows that our
initial reading of Post Industrial Families – as likely to
be in principle opposed to a new development –
requires revisiting. There is some scope to win their
support: by talking about affordability, community
and improved services. A similar analysis can be done
for each of the major demographic groups in the area.
Local people’s attitudes towards the garden city will
of course be influenced by more than just their
demographic group. Where they live in relation to
the proposed site will also play a major part. Those
closest are most likely to face disruption during the
construction phase, for instance, but are also most
likely to benefit from new services.

We have identified four ‘zones’ which are likely to have
disproportionate impact on people’s attitudes to the
proposed development:
Those directly affected, i.e. with a home on the
proposed site (approximately 35 households)
Those in the immediate neighbouring
communities (11,100 households)
The rest of the Hoo Peninsula (an additional
8,265 households to the above)
The rest of the Medway local authority area
(an additional 86,800 households)

To see whether these broad national trends were
reflected in local attitudes, we commissioned YouGov
to poll people in Medway and the wider region of
Kent, Essex, Sussex and Surrey (KESS).59
We found that:
• 65% of people in KESS agree that young people
won’t ever be able to afford to buy a home.
• The figure is 69% among people in Medway
specifically.
• This figure rises to 74% of people in KESS with
at least one child under 26 years of age.

57 YouGov for Shelter, 2012-2014
58 British Social Attitudes Survey, 2013, published by the Department of
Communities and Local Government (DCLG) in July 2014
59 YouGov polled a representative sample of 3,344 people in Kent, Essex,
Sussex and Surrey. This included 97 people in Medway specifically
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When we have asked a similar question nationally,
51% of UK adults without children agree and 36% of
UK parents agree that their children would never be
able to afford a decent home.60 This suggests that
people in Medway and the wider KESS area are more
likely to be feeling the impact of the housing crisis –
another reason it is an appropriate site for a new
garden city.
We also asked people about their views on a garden
city on the Hoo Peninsula specifically:

In the immediate vicinity of our garden city, and
within the wider region, there is already more support
than opposition for our proposal. In Medway
specifically – where the referendum would be held
– there are roughly equal proportions of people who
are highly supportive (23%), or highly opposed (24%)
to our garden city. That leaves around 50% of the local
population who could be persuaded of its virtues via
responsive design and effective campaigning. Our
polling shows a majority of these already tend to
support the proposal.

50% of people in KESS would support
such a garden city. There was also a large
proportion who said ‘neither support nor
oppose’ or ‘don’t know’ (34%).

Finally, we tested the effects of various incentives
associated with a garden city on people’s likelihood to
support it – from an increase in the number of local

Net support in Medway was 54%
(compared to net opposition of 33%).
This breaks down as follows:

Table 18: Impact of various incentives on support for a garden city

•
•
•
•
•
•

23% strongly support
31% tend to support
11% neither support nor oppose
9% tend to oppose
24% strongly oppose
2% ‘don’t know’.61

60 YouGov for Shelter, June 2014
61 From our sample of 97 in Medway specifically, 23% strongly support, 31%
tend to support (54% net support); 24% strongly oppose and 9% tend to
oppose (33% net oppose).
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jobs and apprenticeships, to improvements in local
services, and the share investment scheme which
we had proposed in our original submission.
People in KESS and Medway were significantly more
likely to support a proposal for a garden city if it
meant that local services would be improved, and if it
meant more local jobs and apprenticeships. The share
investment scheme did not have a positive impact.

Questions:
“Would you support...”

Net
support
- KESS

Impact of
incentive
versus score
in Q1 - KESS

Net
support –
Medway

Impact of
incentive
versus score in
Q1 - Medway

1.“…a garden city in your local area…”

46%

-

46%

-

2.“…resulting in more local jobs and apprenticeships?”

59%

+13%

60%

+14%

3.“…resulting in improved services?”

58%

+12%

61%

+15%

4.“…with a share investment scheme?”

44%

-2%

41%

-5%
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Qualitative research

National attitudes
to house building
Our findings on Medway residents’
attitudes to house building and
associated incentives echoes what
others have found at a national
level. The 2013 British Social
Attitudes survey asked people who
were opposed or neutral to
housebuilding in their area, what
might increase their support for
new homes. This survey found

that ‘employment opportunities’
and infrastructure (‘medical
facilities’, ‘transport links’, ‘schools’
etc.) were paramount, while the
tenure of the homes built (‘low
cost homeownership’) also featured
highly. ‘Financial incentives to
residents’ fared poorly, ranking
eleventh out of twelve options.

Chart 2.3 Potential benefits that would
increase support for new homes
Employment opportunities
Medical facilities
Low cost homeownership
Transport links
Schools
Affordable homes to rent
Green spaces
Leisure facilities
Better design of new homes
Shops
Financial incentives to residents
Library
It depends
Other
None of these
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17
11
11
10
9

To develop our understanding of local people yet
further, and to ensure that we had understood the
motivations behind the kinds of answers people give in
polls, we also conducted a range of qualitative research
with local residents below.

Qualitative research approach
Working with BritainThinks, we conducted:
Four mixed gender focus groups with people
from across Medway, split into:

• People aged 20-30, who are privately renting
and looking to get on the property ladder
(some with children and some without).
• People aged 31-60, who are owner-occupiers
with at least one child over the age of 16.
• People aged 31-60, who are currently
in social housing with at least one child over
the age of 16.
• People aged 60+, who are owner-occupiers.

9
9

Three in-depth telephone interviews with
residents of the Hoo Peninsula.

8
4
3
2
1
0
0

0

5

10

Percentage

15

20

A ‘Citizens’ Jury’, held in Chatham, with a
representative cross-section of the Medway
population spending a day scrutinising and
inputting in to our proposals.
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Throughout this qualitative research, we found that
housing was a spontaneous local concern (see word
cloud opposite). Having spoken to local people about
housing in general, we presented them with our
specific garden city proposal. BritainThinks concluded
that there is “broad support from Medway residents
for [Shelter’s] vision of a new garden on the Hoo
Peninsula”. This was because “many of the core
elements of the proposal speak directly to residents’
hopes and concerns for the local area”.
62 This graphic shows the most common answers from all groups to the
question: “what are the biggest issues locally?” The question was asked
before Shelter, housing or Stoke Harbour were introduced by the moderator.

Shelter
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Again, there were two main reasons for people being
supportive of our proposal:
The need for more opportunities for young
people in Medway, specifically employment
opportunities and opportunities to get a home
of their own
The need for investment in services in the
local area (roads, schools, hospitals)

“I think it would be
beneficial because it would
bring shops and there would be more
to do. I think it would mean there
was more over there”
“The most important
reason to support it is that
it would create jobs”
Juror, Medway

Juror, Medway

“There’s youngsters running
around vandalising our football
facilities and that’s because of
unemployment. My son is 25 and
hasn’t had a job all these years.”
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Local people’s views of our proposal were not wholly
positive, though. They expressed some concerns, of
three kinds:
A cynicism – partly informed by other
developments they had experienced in
the area – about competence to deliver the
garden city, connected to Shelter’s association
with the project. While Shelter was seen as
beneficial because of the values we bring –
prioritising people over profit – there was
concern that we did not have the capability to
deliver a project of this scale and complexity.
A fear that the area itself was unsuitable for
housing and that the homes would not have
adequate protection (or insurance) against
flooding
A general suspicion over who the town would
benefit, with the spectre of it benefiting
“outsiders” (whether from London or
elsewhere) being raised

Homeowner, 35-60,
Hoo Resident
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“They are building more houses
but we are not getting more doctors or
more schools. I’m not against building
houses but that has to come with
everything else that people need.”

We also used the focus groups and Citizens’ Jury to
look in detail at a range of incentives that might make
local people more supportive of our garden city. We
looked at financial incentives – specifically a payment
of £5,000 to each affected household. This proved
deeply unpopular. People felt like they were being
“bribed” or “bought off”. A large majority of people in
the focus groups felt that a £5,000 cash incentive was
not only wholly insufficient to make them change
their minds about a potential new development, it
was also insulting. They perceived such an offer to be
“corrupt”, and it made them suspect our potential
motives for offering such a payment. As Deborah
Mattinson of BritainThinks said, “I've rarely seen a
reaction so strong to an idea come across so
consistently in different focus groups. We were
tempted to remove the proposal of cash incentives
from the Citizens' Jury altogether, to stop it angering
people and distracting from the rest of the discussion”.

“I think it’s a good
idea apart from the
f looding risk”
Juror, Medway

Shelter
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Juror, Medway

“I would say
[Shelter] are definitely
punching above their weight. I wouldn’t
immediately associate a garden city
development with Shelter. I would think
it would be one of the big
conglomerate building societies.”

“If you are building homes
for people who need them then why
do you need to buy people off ? Is it
so they can’t complain later on?”

Homeowner, 35-60, Hoo Resident

Homeowner, 60+

This strong rejection of straight cash payments to
residents of anything up to £5,000 suggests that they
would not be an effective way of winning over local
support. It is possible (though we have seen no
evidence to support this) that a higher amount – say
£10,000 – would convince people to accept a new
garden city. However, at that level of payment the

“[Shelter’s] primary aim
is not going to be to
make profits but to
help people”
Homeowner, 60+

scheme becomes financially unviable. With almost
20,000 households on the Hoo Peninsula, £10,000
cash payments would mean an upfront cost of
£200m to the developer, which is broadly
equivalent to our modelled total construction
profit for SHLLP. This level of outlay at the start of a
development would therefore be prohibitive.

“Why would they give
to you? Is it to move
to the area?”
Social renter, 35-60
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We also tested a number of different incentives with
the people who attended the focus groups and the
Citizens’ Jury:
A preferential opportunity to invest in shares
in Stoke Harbour LLP, which could offer a
long term return (as set out in our original
submission).
Provision of public goods such as
infrastructure or parks for the existing
community.
Job guarantees, opportunities and
apprenticeships for local young people.
Preference for local people or their children in
access to the new homes in Stoke Harbour.

Again, investment in the local economy (to
benefit local people) was seen as the most important
incentive. Mentioning young people as specific
beneficiaries is important to all groups (and especially
young people themselves), in particular in relation to
access to new homes and jobs.

However, we found that our original proposition
of a share incentive scheme was not popular
(though not as unpopular as straight cash
incentives). It was perceived as
too complex and “not for
“ If young people are
someone like me”.

benefiting through jobs
and apprenticeships then
parents are benefiting. Everyone
benefits from young people
getting more out of it.”

“ I think a proper apprenticeship
scheme should be started again as it
is not very good at the moment.
It would be helpful to know more
about what that would entail.”
Homeowner, 35-60, Hoo Resident

Private renter, 20-35, Hoo Resident
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The local authority
In addition to winning the backing of
local residents for our garden city, we
also need to ensure the local authority
supports our proposal.63
The council currently projects
population growth of 25,000 between
2013 and 2021 alone64 – meaning our
15,000 home garden city will be
consistent with existing projections.
Medway has previously applied for city
status for the conurbation65, and the
new garden city – which would make
Medway larger than Newcastle,
Plymouth or Brighton & Hove – would
contribute to that. It would also
contribute to the council’s targets for
delivering new market and affordable
homes.

Shelter
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Finally, the council has stated aims to
assist people to improve their skills and
find employment, to support existing
businesses and attract new businesses.66

63 We recognise that Medway Council cannot formally
assess our proposal at this stage, due to its hypothetical
nature and the short timelines of the competition.
However, as the support of the local authority would
be so critical to the success of the garden city, we have
outlined in this part what we believe to be the most
compelling arguments for Medway Council to support
the proposed garden city and the local referendum to
approve it.
64 Medway Council Plan 2013-2015
65 Medway sought city status in 2011 for the
Diamond Jubilee
66 Medway Council Plan 2013-2015

Conclusions
All of this research gives us a thorough picture of
who local people are, where they live and what their
attitudes are likely to be towards our garden city.
Based on this understanding, there are four distinct
groups of local people, each of whom will need to
be treated differently if their support is to be won or
their opposition neutralised:
1. Directly affected residents (the 35
households who live on the site where the
city will be built)
2. Die-hard opponents (the 24% of Medway
residents who say they would strongly
oppose a garden city on the Hoo Peninsula)
3. Natural supporters (the 23% of Medway
residents who say they would strongly
support a garden city on the Hoo Peninsula)
4. Waverers (the 53% of Medway residents
who say they would tend to support, tend to
oppose, neither support nor oppose or don’t
know whether they would support or oppose
a garden city on the Hoo Peninsula)

PART I V : POPUL ARI TY

121

b) Winning Over Local People
To maximise the likelihood of a ‘yes’ vote in the local
referendum, we need to use our insight about local
people to develop the best possible pre-referendum
campaign. The best campaign strategy to win support
for a development of this kind is one of triage:
splitting out the different groups of support or
opposition to understand their different motivations
and opinions, designing tactics and focusing
resources accordingly to maximise impact and avoid
wasting resources on those who already support
development, and those who never will.
It is also important that we understand the impact of
different potential incentives on local people, to
determine which of these incentives is most likely to
win over local support – and to ensure that we have
taken into account local people’s concerns about our
proposed garden city. Therefore, before setting out
our detailed campaign strategy, we look at possible
incentives in more detail as well as considering the
action we would need to take to address local
concerns.

Incentives for local people
To evaluate the effectiveness of different types of
incentive, we used the framework of economic
theory. In this framework, each individual in a
community has ‘utility’ – a measure of their welfare or
happiness. This utility is increased and decreased by a
range of tangible and intangible factors. In the case of
a new garden city, we can assume that the utility of
each individual is negatively affected (or perceived to
be negatively affected) by the proposed development
– either because of the noise and disruption, or
because there is an expected negative financial
impact, such as a fall in the value of a house due to
increased supply.
To win local people’s support, we will need to return
their level of utility to at least as high a level as it
would have been without the garden city. This can
be done by giving them more of something that
increases their utility. The basic principle is that
compensation needs to reach the point at which the
community is ‘willing to accept’ the development.
In its simplest terms, that could be done by offering
local people a straight cash payment. However, as
we have seen in both our quantitative and qualitative
research, such an incentive is highly unpopular and in
fact can actively increase people’s opposition to a
proposed development.

This is consistent with existing behavioural economics
literature67, which considers the use of financial
incentives to increase participation in an activity (such
as donating blood) and accepting an unwanted
development (such as a nuclear waste facility). The
empirical research in this area suggests that the
framing of financial incentives is paramount to their
success. Financial incentives perceived as “bribes” have
been found to decrease willingness to accept
development, and equally compensation perceived
as “too little” has also been found to reduce
willingness to accept. We have seen that an upfront
cash payment of £5,000 is seen as both a “bribe” and
“too little” for local people, and any amount higher
than that would render the garden city financially
unviable. That is why we have ruled out the use of
upfront cash incentives to win support for our
garden city.
Alternative financial incentives – such as our originally
proposed preferential share scheme – are not as
unpopular as direct cash payments, but do still risk
being seen as confusing. For that reason, we have
chosen not to continue with this form of incentive.

67 We review this literature more fully at Appendix II
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However, we do know that cashequivalent benefits like tax rebates or
reduced energy costs are more
popular.68
Bearing that in mind, we propose:

A targeted council tax rebate,
during the lifetime of the development,
to those people who are not within the
site of the development but in the
adjacent communities.15 This is similar
to a cash incentive, but can be
perceived quite differently if marketed
as “compensation” for disruption and
not a “bribe”. This rebate of £100-£150
per home will start from the first month
of the development and will be geared
between these amounts depending on
the number of homes built each year,
incentivising neighbouring residents to
support growth long term. It will be
funded from Stoke Harbour's revenues,
eliminating the upfront cost problem of
a cash incentive.

A joint energy purchasing
scheme. This will be based around
the purchasing power of the new city
to negotiate lower bills from an existing
energy supplier for all residents of the
new city, and any other residents in
Shelter
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Medway who choose to join, and could
lower bills by 15%-20% (see Appendix
IV). The opportunity for lower energy
bills was the most popular incentive in a
national poll conducted by the Wolfson
Economics Prize.
We also know that people in Medway
place a high premium on the
employment opportunities for local
people, and the improved public
services, that accompany a new garden
city. For that reason, as set out below,
we will focus on these benefits of our
new garden city in communications
materials for the referendum campaign.
It is worth noting that determining the
most appropriate incentive or
compensation package for a
hypothetical project is difficult,
especially as the context and framing of
the offer is so crucial to the impact on
individual utility. More conclusive
evidence could be generated from a
more detailed ‘willingness to accept’
study once the project was being
considered as a serious possibility.

68 Polling conducted by Populus for the Wolfson
Economics Prize 2014
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Addressing local concerns
Our research into Medway residents’ attitudes
revealed three particular areas of concern for local
people. We address each of these concerns through
revisions to the garden city design and through our
strategy for the referendum campaign:
1. Competence to deliver:

People were inherently sceptical about the ability of
an organisation like Shelter to deliver (although our
brand did improve people’s perception of the values
and underlying motivation behind the new garden
city). To address this, when promoting the project
we will use the brands of our partners, constructors
and advisers – alongside that of Shelter in order to
increase the perceived ability to deliver among the
key audiences.
2. Flooding:

People were also concerned about the risk of
flooding on the Hoo Peninsula. As set out on page
58, we will outline the measures being taken to
prevent flooding.

3. Allocations policy:

People were worried that new homes in the garden
city would not be for people like them, and instead
would go to “outsiders”. To address this:
a. We will introduce an allocations policy that
allows Medway residents to go straight
to the top of the reservations list for new
homes to buy or privately rent if they
decide to put their names down. They will
need to be on the electoral roll as proof
of residence. This will not prevent anyone
else from being able to visit the site as it is
developed in order to see show homes or
get more information.
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d. Stoke Harbour will not market homes
overseas at all.
e. There will be a ban on buying homes with
buy to let mortgages. This will help first
time buyers, and preserve market share for
our purpose-built private rental homes.
f.		 Medway residents will get standard priority
for social rented and shared ownership
homes.

b. This will be repeated at each stage of the
development. If someone from Medway
does not put their name down at first, but
later decides that they would like to, they
will go to the top of the reservation list for
the next stage of homes to be completed.
c. Those at the top of the list will get
discounts of around 5% on the first homes
sold at each stage of development. This
is standard industry pricing practice,
but provides additional benefits to local
people.
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Campaign
We will conduct a referendum
campaign using a triage strategy: to
compensate, contain, channel and
convince each of our four distinct
groups with distinct offers and tactics.
This strategy, and the different
approaches it entails, is based on an
understanding of each group’s current
position in relation to our garden city,
and an ambition for what we would
ideally like their future position to be.
Each approach is set out below – in
summary in the table, and then in
more detail.

Shelter
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Table 19: Strategies for segmented groups in Medway

Group

Current Position

Ideal Future Position

Strategy

Directly affected
residents (within
the development
zone)

Very concerned about the impact
that the development could have on
them and their family

Understand what is being proposed and
their options for compensation. Believe
that, despite the disruption, the proposal
will benefit them or their family long
term, or at least that the compensation
offered to them will mean strenuous
opposition will not be seen as legitimate
by others.

Compensate: Generous
compensation offered up front,
plus additional choice of other
incentives.

Die-hard
opponents

Will not support a proposal for
various reasons including
environmental, social, and economic.
Highly motivated to vocally oppose
and form groups to oppose.

Less motivated to vocally oppose and
form groups. Seen locally and nationally
as one point of view, rather than the sole
legitimate voice of local people.

Contain: Reduce dominance
of voice in the debate and
motivation to oppose by
addressing legitimate concerns
(and offering compensation to
those near to the
development).

Natural supporters

Worried about the cost of housing
and want to see more development
to benefit them or their family. Often
low income families and do not have
a prominent voice in the debate.

Motivated to be vocal and organised in
their support and are heard to be so
locally and nationally.

Channel: Give them strong
reasons to campaign for the
garden city in different ways,
from talking positively with
their peers to calling
phone-ins.

Waverers

Worried about the cost of housing
and their children’s prospects of
home ownership, but sceptical about
solutions – especially in their local
area. Not motivated to be vocal
about proposals for a garden city
and will form opinion based on what
they hear from trusted local sources.

Link their concern about their children’s
future to the shortage of homes locally.
See a garden city proposal as meeting
local infrastructure needs as well as
homes for their children. More motivated
to support vocally on radio phone-ins,
letters to the paper - and to vote in
the referendum.

Convince: persuade to vote
by addressing key concerns
and needs.
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1. Directly affected residents
Aim
Compensate generously as they will be directly
impacted. Reduce their motivation to align with,
or campaign on behalf of, the die-hard
opponents group.

Insight
This is a very small group (approximately 35
households in Stoke Harbour) whose residential
buildings are within the site boundaries and who will
be highly impacted by the building of the garden city.
They are mostly rural households and homeowners.

Tactics
Write to the affected households to explain
the nature of the proposal, the compensation
they will be entitled to and how they can
contact us. Be clear with them about the
benefits of Stoke Harbour (i.e. primary care
facilities and a regional supermarket).
Offer households 150% of the market value
of their homes if they choose to sell and leave
or a £100,000 sum plus living out expenses if
they choose to stay.

Offer a preferential position at the top
of the reservation list for their children or
grandchildren buying or renting a home
in Stoke Harbour.

Measures of success
80% of the affected residents accept our offer
of compensation.
Fewer than 10 residents from the affected
households make public statements
supporting the ‘no’ campaign in the
referendum.

2. Die-hard opponents

Insight
This group make up about a quarter of the population
in Medway. They are most likely to come from the
ACORN group Flourishing Families, whose major
reasons for opposing new developments tend to focus
on the impact on local services and communities,
especially the pressure on roads and transport.68 A
recent planning application for a 5,000 home
development at Lodge Hill69 70 provides strong
evidence of the existing community concerns about
development on the Hoo Peninsula – around
transport, education, health care and retail (see Table
20 overleaf ). We expect many in this group to live in
communities close to the site, on the assumption that
they will be most affected.

Aim
Contain by minimising their legitimate reasons to
oppose the development. We should not expend a
lot of effort communicating with this group in an
attempt to change their minds, because their position
is entrenched. Instead, we should focus on reducing
both their motivation to campaign and their ability to
persuade waverers to vote ‘no’.

68 Shelter Housing Insights for Communities tool, profile of Flourishing Families
69 Hyder Consulting (UK) Ltd (2011), Lodge Hill, Evidence Base – Transport
Assessment
70 Dobson, Tom (2011), Lodge Hill; Outline Planning application on behalf of
Defence Infrastructure Organisation, Economic Strategy, Quod Planning
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Table 20: Addressing concerns raised at Lodge Hill

Concern raised at Lodge Hill

Stoke Harbour proposal

Congestion at Four Elms
roundabout

Doubling of roundabout capacity prior
to construction

No proposal for rail links

New passenger service prior to any
residential construction

Local bus service inadequate

Dedicated bus lane and subsidised
bus services

Internet provision is poor

Broadband connections to existing
towns

Current schools are failing

New schools open to existing Hoo
Peninsula residents

Nearest hospital is in
Rochester

Provision of a community hospital
with a minor injuries clinic and
emergency services hub

Foodstore retail provision
is poor

Provision of a regional food store

Insufficient existing
employment

Creation of employment at Stoke
Harbour such as Laing O’Rourke
factory with 350 jobs and 50
apprenticeships

Construction traffic a concern

Offsite construction using industry
located in Hoo, and use of rail to
deliver material

Source: Hunt Dobson Stringer (2009), Lodge Hill, Site Specific Information Report – Social
Infrastructure, Hunt Dobson Stringer
Medway Council (2011), Schedule of responses to public consultation for the Lodge Hill
Development Brief

Shelter

Wolfson Economics Prize MMXIV

Tactics
Provide strong answers when
legitimate concerns are raised
about the strain on local
infrastructure. Our proposal
specifically overcomes all of the
concerns set out in relation to the
Lodge Hill proposal by providing
excellent infrastructure, including
important provision right at the
start of the development phase (see
table)
Minimise the environmental
impact by working closely with
the RSPB and other environmental
organisations71 and being clear
in communications about our
commitment to this.
Give priority to Medway
residents to buy and rent homes
in the garden city. Promote this,
alongside the new jobs and public
services (such as schools and
hospitals) that will be created as
a result. Doing so will make it
harder for this group to argue
convincingly that the garden city

will not be for local people.
Offer a council tax rebate to
those people who are not within
the site of the development but
in the immediate neighbouring
communities. This is partly
to compensate them for the
disruption of the development,
but also to act as an incentive not
to actively oppose Stoke Harbour
during the referendum campaign
or during construction.

Measures of success
No more than 30% of Medway
residents describe themselves as
strongly opposed to a garden city
on the Hoo Peninsula in polling.

71 For more detail, see page 53.
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Figure 47: Example pledge card

3. Natural supporters
Aim
Channel their support into action. Give them strong
reasons to vote ‘yes’ in the referendum (and campaign
where possible), by reflecting their aspirations and
allaying any of their concerns.

Insight
This group is also around a quarter of the population
in Medway. It is likely to contain a significant number
of the ACORN group Struggling Families, who will
tend to support a new development in their local
area if it includes social housing, and if they perceive
the new homes as being “for them and their children”.
The best communication channels for reaching them
are direct mail and local newspapers.72

Publish a ‘pledge card for local
people’ that lists all the benefits the garden
city will bring, and focus on the affordability
of new homes and our allocations policy (see
example opposite).

Measures of success
At least 20% of Medway residents describe
themselves as strongly supporting a new
garden city on the Hoo Peninsula in polling.

Tactics
Make clear how unaffordable housing has
become in Medway for those on average
wages, using well-tested Shelter statistics and
language, through local print media.
Build the positive case for Stoke Harbour
through direct mail, out of home advertising
and earned media in local newspapers,
emphasising the priority for local families in
access to homes to rent or buy.

72 Shelter Housing Insights for Communities tool, profile of Struggling Families
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4. Waverers
Aim
Convince them to support the garden city. With the
numbers of die-hard opponents and natural
supporters roughly equal, this group will hold the key
to winning the referendum – and so will be the focus
of our campaign. We will motivate them to (a)
support Stoke Harbour by reflecting their hopes and
aspirations, and (b) turn out to vote in the referendum
by communicating a clear sense of urgency.

Insight
This group makes up just over half of all Medway
residents. It contains large proportions of PostIndustrial Families, Blue Collar Roots and Secure
Families, who are concerned about high house prices
and the quality of their local area. They see potential
in new developments to bring with them improved
services and infrastructure – and they can be
motivated by the opportunity for home ownership
either for themselves, or for their children and
grandchildren. The best communications channels
for this group are direct mail and local newspapers .

Shelter
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Figure 48: Example direct mail

Tactics
Create a sense of urgency by focusing on the
lack of homes that are currently affordable
for local first time buyers on average wages,
through local media
Promote the benefits of Stoke Harbour
through targeted direct mail. This will include
the fact that the city will deliver new local
jobs, services and homes, and the priority for
Medway residents looking to buy new homes
in Stoke Harbour. It will also make clear that
the new garden city comes with significant
transport investment which will reduce the
strain on existing local services (see example
on this and the opposite page).
Reduce local people’s energy bills through
the Community Choice Aggregation Scheme
– and promote this heavily throughout the
referendum campaign.
Maximise Shelter’s brand, and those of our
partner investors, advisers and construction
companies, to build trust and confidence in
the project – both in our values, and in our
competence to deliver.
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Measures of success
A 5% swing from 'tend to oppose'
into 'don't know' or 'neither
support nor oppose' after each
media story or direct mail burst.
A 5% swing from 'don't know' or
'neither support nor oppose' into
tend to support' after each media
story or direct mail burst.

Conclusion
With all of the above in place, we stand
a good/excellent chance of winning the
local referendum to secure support for
the garden city. As BritainThinks stated
in their summary of the qualitative
research, “Shelter are in a strong position
to make an engaging, clear and
powerful case that will effectively win
wide support for a garden city on the
Hoo Peninsula amongst Medway
residents”.
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c) Working with Local People
Once the referendum has been won,
there is a clear mandate from the
people of Medway for Stoke Harbour to
be built. However, this does not mean
that the involvement of local people is
finished. For the garden city to be truly
popular with local people before,
during and after it is built, then local
people should continue to be involved
in the city’s development after the
referendum has been held
and won. This involvement should
come in two different forms:
1.	Through the masterplanning
process
2.	Through the creation of a
Community Trust

Shelter
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Masterplanning:
participation, not
consultation
Under our proposals, a yes vote in the
referendum will trigger Medway local
authority to issue Local Development
Orders (LDOs) for the proposed sites.
The LDOs provide the planning
permission to build Stoke Harbour.
However, the bulk of the
masterplanning will still need to be
completed. It is essential that local
people are involved in this process,
and given the opportunity to have a
genuine input into the design of
their town.
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This would be done through the following measures:
Arranging a series of engagement exercises
with the existing residents in the surrounding
area. Focus groups, social media, 'hack-day'
or 'incubation' events and ongoing working
groups are just some of the methods available
to work with people in a genuine and equal
way. We will tailor this engagement to fit the
audience:

- Local professionals (such as architects,
planners and builders) will be invited to
take part in technical discussions to ensure
that we can co-create plans that work for
the local area.
- Local residents will be encouraged to
provide input on all areas where they
have an interest. From streets to services,
schools to hospitals, town planning to
community facilities, no aspect will be
exempt where there is a desire to be
involved.
Including all community stakeholders such
as social enterprises, community groups and
businesses.
Using the existing knowledge and skills in the
area in architecture, construction and design
to bring relevant expertise to the design

The Community Trust: long
term stewardship
Through a genuinely participatory masterplanning
process, we will ensure that the new garden city at
Stoke Harbour will be a beautiful new place on the
Hoo Peninsula, created with the input of local people
and our partners.
However, over the long term it will be up to the
people of Stoke Harbour and the wider garden city to
determine the area’s future success. The long term
stewardship of Stoke Harbour is vital not just to the
success of the new community, but also to its
popularity, by ensuring that Stoke Harbour
becomes and remains an attractive and
affordable place to live.
To that end, we intend to set up Stoke Harbour
Community Trust: a charitable non-profit body,
dedicated to owning and managing property assets
for the community in perpetuity.
The Community Trust offers something unique to
residents of Stoke Harbour which can be expressed as:
“Substantial and sustainable funding for Stoke
Harbour residents to decide how best to grow and
develop Stoke Harbour over the long term.”
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We want to realise the full potential of the Community
Trust to generate benefit for the community and long
term support by establishing a vision and governance
structure that will:
• Ensure the Trust meets its core objectives of
delivering community benefit.
• Engage residents in “participation, not
consultation” throughout the development of
Stoke Harbour.
• Mitigate the impact of the city development
on existing budgets where possible.
Over time it will become a substantial freeholder in
the garden city, as agreed assets are ceded to it by
SHLLP.
These land assets will yield income for the
community through:
• The Trust charging a modest ground rent on
the leases.
• Direct occupier rents once leases expire from
45 years onwards.
• A community levy of 5% on future capital
gains, levied at the point of sale of residential
property, yielding c.£500,000 pa, based on
2.5% house price growth per annum and an
average of ten years' ownership.
• Car park income.

process.
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Figure 49: Asset transfer to Community Trust

Land asset transfer from SHLLP to the Community Trust

YEARS 0-25
0-12

YEAR 25 onwards

SHLLP makes annual cash
donations and directs
50% of the car park
income to the
Community Trust.
SHLLP also donates the
freeholds of
community assets.

SHLLP donates car park
freeholds so that the
Community Trust benefits
from 100% of the car park
income

YEARS 45-57

SHLLP donates the social
housing freeholds after
the expiry of the 45 year
leases.

YEAR 75

SHLLP donates the
commercial land
freeholds after the expiry
of Infra LLP.

YEAR 75 onwards

SHLLP will have a defined life of
75 years. At this stage, the long
term land-owners' goal of land
stewardship is recognised, as is the
garden city principle of community
land ownership.
The Partnership Agreement will
stipulate that at any time that a
partner wishes to leave SHLLP, the
Community Trust will have first
refusal on acquiring the exiting
partner's interest, followed by the
other existing partners, followed by
an open market sale.
From 75 years onwards, all partners
except the land-owning partners will
be required to accept offers from the
Community Trust or land-owning
partners for their partnership interests
if they are at an independent market
value.

Shelter
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Vision for the Trust

Governance of the Trust

The vision for the Trust is based around three core
principles:

The governance arrangements and partnership
structure around the Community Trust will ensure the
Trust meets its objective of delivering community
benefit through co-production.

1.	Residents should be instrumental in the
major decisions that affect their new
community.

The partnership structure will consist of:
• A lead partner:

2.	Residents should also have an ongoing
role in ‘co-producing’ the planning, design
and commissioning of services. This will
ensure there a range of opportunities for
residents to take part in particular areas of
commissioning, where they have an interest
or specialism.
3.	Ultimately residents will be the
beneficiaries of the initiatives funded by the
Trust: we suggest therefore that residents
are best placed to evaluate the impact of
initiatives, and this should be built into
scrutiny arrangements.

- A resident investment company led by Shelter,
with control of the Trust funds
• A Partnership Board with responsibility for strategic
decision making. To ensure a diverse set of interests
and voices are involved in decision-making, this will
be a tripartite Board made up of:
- Residents: The ‘future residents’ scheme will be
used initially to recruit the initial Board members.
Then, once the community is established,
the recruitment strategy will ensure diverse
representation from wards across Stoke Harbour.
- Businesses: Companies with a prominent role in
the development will be invited to join the Board,
such as Laing O Rourke. Local businesses will also
be represented.

• A Senior Leaders Group made up of senior
representatives from organisations with
budgets that might be affected by decisions
taken by the Partnership Board (e.g. Medway
Council). The Senior Leaders Group will have
veto powers over decisions made by the
Partnership Board where their budgets are
affected. Through this group the Partnership
Board can align with existing boards that
already exist e.g. Health and Wellbeing board.
• The Core Team would be a professional team
responsible for managing the commissioning
process, delivery, and day to day budget
management.
• The Appraisal Panel will appraise outcomes
from the initiatives funded by the Community
Trust. These teams will change over the lifetime
of the Trust according to what is being funded
and who is most appropriate to provide
scrutiny. Appraisal teams will be made up of
residents from the community affected by the
outcome as well as specialists.

- Public bodies: This will include Medway
Council (e.g. the Leader of the council and the
cabinet member for regeneration), the Clinical
Commissioning Group, the police, the fire service
and the local Medway Maritime hospital.
Wolfson Economics Prize MMXIV
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Figure 50: Governance of the Community Trust

Lead
Partner
Shelter

Senior Leaders Group
Meets outside Partnership Board
only where a decision affects
non-Community Trust budgets
(i.e. Council/Health)

Partnership Board
Decision makers of the
Community Trust
Made up of equal groups of
residents, Experts & Senior leaders
Instructs the Core Team

Core Team
Responsible for enacting Partnership Board
decisions. Commissioning new services in line
with Partnership Board outcomes
Reports to the Partnership Board

Delivery Partners
Commissioned by Core Team to deliver
services to the community
Reports directly to Core Team
and to the Partnership Board on
request where appropriate
Shelter
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Appraisal Panel
Meets to appraise the success of the
delivery partners in meeting outcomes.
Panel of experts on each
area of outcomes.
Reports to Partnership Board.

135

APPENDICES

136

APPEN DIC ES

Appendix I - Notes on our
interpretation of the prize
question
The prize rules require all proposals to ‘avoid relying
on a single penny of public money and be selffinancing.’ Of course, any new settlement must have a
financial relationship with the state in which it is
located, including contributions (typically taxes) and
public expenditure. We therefore understand the rule
to mean that the capital cost of building our town,
including its social infrastructure, must be paid for
from the wealth generated by the town itself. But we
allow for state revenue spending supporting those
services. For example, highways built and paid for
under our proposal may be adopted by the local
authority, and the running and staffing costs of new
public health facilities may be covered by the NHS. In
some cases, this includes rental payments by public
bodies to provide income streams for the investors
that provided the capital investment.
No proposition can guarantee approval by 100% of
the population. The prize question defines popularity
as meaning that ‘proposals set out would stand a
good chance of winning a local referendum’ – which
we interpret to mean a majority of the votes cast in
a referendum of all the existing residents of the
local authority who are eligible to vote. We define
the locality for these purposes as the local authority,
Shelter
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as this aligns with local democratic processes and the
planning system. In the absence of legislative reform
or national government intervention, any garden city
proposal will need to secure permission from the local
planning authority, under the democratic oversight of
the local council. To this end the benefits must clearly
outweigh the costs for the local council as well as for
local people themselves. The peculiar circumstances
of a hypothetical competition like this presents few
benefits to balance the very real political and
administrative risks of supporting such a proposal.
Land allocations and planning decisions are often
highly contentious, and supporting hypothetical
proposals may risk undermining the planning
arguments for current live applications. While we are
confident that our proposals offer many benefits to
the local authority (as outlined in Part III), while the
proposal remains a hypothetical proposition it would
be irresponsible for the authority to publically support
our submission and we have not requested
that support.
We have sought to make our proposals deliverable
without legal or regulatory change or national
government action, relying instead on incentives and
argument to win the support and co-operation
required. However, some aspects of our proposal
could be delivered more easily if certain reforms were
put in place.

Land allocations in the local plan
Under the National Planning Policy Framework, local
planning authorities must identify ‘a supply of specific
deliverable sites sufficient to provide five years worth
of housing against their housing requirements’ and ‘ a
supply of specific, developable sites or broad
locations for growth, for years 6-10 and, where
possible, for years 11-15.’ 1
The essence of this policy is that local plans should
meet existing local need and no more. In any location,
a new garden city would constitute more than five
years of future supply – unless it simply replaced
almost all other development in the area, in which
case it would not be adding to overall supply.
If garden cities are to make a real contribution to
resolving the housing shortage they must provide
some degree of additionality – meaning that the local
planning process would need to allocate land and
grant permission in excess of that required under the
NPPF. While this may in theory be possible under the
current regulations2 , amending the planning
guidance to recognise the contribution a new garden
city could make, and the special circumstances of its
creation, would help speed up the process and
reduce the chances of legal objections.
1 National Planning Policy Framework, DLCG, 2012 (Ch.6, S.46)
2 NPPF (Ch.6, S52) states: “The supply of new homes can sometimes be best
achieved through planning for larger scale development, such as new
settlements or extensions to existing villages and towns that follow the
principles of Garden Cities.”
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Land acquisition
(Compulsory Purchase Orders)
Our strategy is to incentivise large landowners to
invest their land to secure strong returns over the
long run, and offer small landowners generous terms
to sell. In the event that some small landowners
refuse any offer, compulsory purchase may be
required. Existing law gives the local authority the
power to enact compulsory purchase, but case law
enshrines the principle of hope value in the price that
must be paid.3 It is likely that any hope value payable
would not be excessive – but it is theoretically
possible that it could be sufficient to undermine the
viability of the entire scheme. If this was to occur, and
the land in question was vital to the proposal,
regulatory reform may be required.
Specifically, it would be necessary to amend the basis
of the assessment of compensation for the
compulsory acquisition of land set out in rule (2) of
section 5 of the 1961 Act and also to amend the
planning assumptions in sections 14 and 15 of that
Act, so as to exclude hope value from the calculation

of compensation. This would also need to be
accompanied by a clear statement of local planning
policy as set out above with regards to updating the
NPPF and also a Local Development Order by the
relevant local authority, in order to avoid further legal
challenge under the European Convention on
3Human Rights.

Planning Process
There are several options for navigating the planning
system for a development on the scale of Stoke
Harbour, including using existing national policy such
as the New Towns Act4 or applying for a planning
permission using the usual local authority planning
process. However, for a development on the scale of a
garden city we believe that there needs to be a route
through the planning system which achieves the
following aims:

2. Is perceived by the local community to
be democratic, transparent and fair.
3. Allows for due process of planning policy
and proper scrutiny of the masterplan and
design guide by professional planners.
4. Allows for sufficient flexibility for local
people to feel ownership over design and
for the garden city to develop at a fast rate.

1. Is not perceived as being a top-down
imposition on the local community. There is
a risk that any national policy intervention
would be perceived poorly by local people,
local landowners and local authorities, risking
our model in particular which relies upon coinvestment and co-operation between parties.5

3 Myers v Milton Keynes Development Corporation (1970).
4 As advocated in Urbed, Uxcester Garden City, 2014
5 While a local referendum could trigger land acquisition as per the New Towns
Act, our preferred route would be one which gains a local mandate followed
by locally implemented planning policy.
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We therefore suggest the following high-level
process, but believe that further work is needed to
fully refine how this would work in practice and
identify alternative options:
• Local authority and promoter agree to the
terms of a referendum and the conditions that
would be imposed on Local Development
Orders (LDOs) that will be granted in the event
of the referendum being won. Conditions
would include the requirement to conduct
a full Environmental Impact Assessment, the
requirement to develop the full masterplan
and design guide with the input and policies
of the local authority fully reflected and the
requirement that the local authority holds
key positions in governance structures,
such as in the Infrastructure Partnership.
• A single LDO would be used for the full
Stoke Harbour site and future extensions.
An LDO would also be granted for Grain,
but a separate referendum in Gravesham
would be required for the LDO for Hoo
Junction at Higham.

Shelter
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• The main Stoke Harbour LDO will have the
condition that for each sub-development
(i.e. a school, zoned housing development)
within the masterplan, detailed planning
approval must be agreed with the
dedicated planning team, against the
garden city master-plan, agreed guidance
and other relevant policy.
• The local authority can impose additional
conditions on LDOs in agreement with the
promoter in advance of the referendum.
• If the referendum is won, the LDOs are
granted, with conditions as agreed. The
LDOs in effect give certainty to all parties.
The local authority modifies their Local
Plan to include the garden city, or includes
it in the new Local Plan as it is being
drafted.

• Masterplanning with community participation.
Each zone or sub-development is planned
along with all relevant stakeholders and the
community. A dedicated planning team of 8
planners (which is financed within our model)
must give final approval subject to the detailed
plan meeting the conditions of the LDO, the
masterplan and all other relevant policy.
• Phase 1 construction begins and detailed
planning begins on subsequent zones.
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Appendix II – Literature
review: Financial incentives
Normally, one would expect cash transfers to have a
straightforward impact on behaviour. Basic economic
theory suggests that paying someone would increase
motivation to do something or willing to accept an
unwelcome proposal. However, evidence from the
field of behavioural economics suggests that, under
some circumstances, there may be results that appear
not to fit this expected pattern. Under some
conditions, people may not act like straight forward
‘self-interested maximisers’.
It has been suggested since at least the 1970s that
financially incentivising certain form of ‘altruistic’
behaviour like blood donations can in fact lead to a
fall in that behaviour.6 This hypothesis has been
borne out by numerous studies of such behaviour.7
There are two suggestions as to why this might be
the case. First, the intrinsic motivation to do a
perceived public good due to a sense of civic duty is
being ‘crowded out’ by being offered a bribe or
incentive, reducing the feeling that the act is being
done for good reasons and therefore the intrinsic
motivation to do it.8 Second, people take clues from
their environment about which course of action they

take when facing a decision. Putting a financial
incentive against a course of action could implicitly
suggest that the activity is not something that they
should want to do without a financial incentive. It
suggests that the activity is bad for them and therefore
must be compensated. It therefore reduces their
likelihood to do it. 9
The empirical evidence on reactions to financial
incentives does not just cover acts of kindness or
altruism. Frey and Oberholzer-Gee tested the
controversial “NIMBY” (not in my back yard) scenario of
whether people would accept a nuclear waste dump
within their hometown. This wasn’t just hypothetical; it
was based on an actual site that the residents had to
vote on in a referendum shortly after. When people
were asked straightforwardly whether they would
accept the development (with no compensation) just
over 50% said yes. This was despite the widespread
belief that the dump would be a heavy burden on the
community. However when a financial compensation
was introduced of between $2,000 and $6,000 (in 1993
dollars) the level of acceptance fell by half to just under
25% of all participants. Everyone who rejected the
compensation first time around was then made a
better offer (~50% increase in compensation) but only
one participant changed their mind as a result. The
researchers conclude that “the use of price incentives
needs to be reconsidered in all areas where intrinsic
motivation can be empirically shown to be important.”
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Was the level of compensation tested by Frey and
Oberholzer-Gee simply too low? Some evidence
suggests that financial incentives must be particularly
large in order to fully compensate for the crowding out
of the intrinsic motivation caused by offering a bribe. In
other words, a “small compensation is worse than no
compensation at all”.10 The trick with financial
incentives is to find people’s price to be willing to
accept the development and frame it in such a way
that people’s intrinsic motivations are not being
crowded out.

6 Titmuss R, The Gift Relationship, 1970.
7 Kamenica E, Behavioural Economics and the Psychology of Incentives, 2012
8 Frey and Oberholzer-Gee, The cost of price incentives: an empirical analysis of
motivation crowding-out. Am. Econ. Rev. 87:746–55, 1997
9 Benabou and Tirole, Intrinsic and Extrinsic Motivation, Review of Economic
Studies, 2003
10 Gneezy U, Rustichini A, Pay enough or don’t pay at all. Q. J. Econ.
115:791–810, 2000
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The empirical evidence on financial incentives is
mixed however. Some evidence also suggests that
certain forms of financial incentive can be effective in
changing behaviour. For example, testing has also
been done on whether financial incentives can
increase the propensity of citizens to vote. Raja and
Schaffner at the University of Massachusetts tested
whether lotteries or very small ($1) direct
compensation would increase the propensity of 1000
people to vote in an election.11 They found that the
flat financial compensation of a dollar decreased
people’s propensity to vote. However lotteries
structured so that there were many winners of
non-trivial amounts (i.e. 100,000 winners of $2,200
dollars each) had positive impacts on voter turnout,
especially among groups who had a low prior
propensity to vote. Lotteries with few winners did
little better than direct financial compensation.
The literature from behavioural economics suggests
that financial incentives should be seen with a degree
of nuance. The framing of how compensation is
awarded seems important: lotteries not offering a
certain pay-out but with a good chance of success
are more motivating than a small but certain pay-out.
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People are de-motivated from donating blood or
supporting a local waste dump if their intrinsic
motivations to do so are reduced. It seems that a
whole host of psychological factors enter into the
individual cost-benefit analysis preceding a decision.
The design of incentives, bribes or compensation for a
garden city must reflect these nuances if they are to
successfully motivate. We also believe that new
primary research would be extremely beneficial
in this area.

11 Raja J and Schaffner B, Buying Votes: the effect of financial incentives on
intentions to vote, APSA 2012 Annual Meeting Paper, 2012
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Appendix III - Constraints summary

Figure 1 Environmentally sensitive zone

Figure 2 Birds area RPBS reserves

Figure 3 Flood risk

Figure 4 Marine coastal

Figure 5 Ramsar

Figure 6 Special landscape area

Figure 7 Special protection area

Figure 8 Topography

Figure 9 Wetlands
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Appendix IV – Case study:
Community Choice Aggregation
(CCA) for energy bill savings
In 2003 in the Belgian province of Limburg a charity
set up an energy brokerage firm along with residents
with the aim of achieving savings for its members
equivalent to the economies that can be achieved by
large corporate clients.12
Through the use of community meetings, grass roots
action and door to door campaigning, take up of 75%
was achieved in some areas, with a total of 15,000
members signing up. Savings of 15-20% off bills, or
250 Euros per household were reported.
In addition to collectively purchasing power, the
community energy charity in Limburg now works
with communities to purchase insulation, solar
thermal and photovoltaic generation facilities.

12 Conaty, A co-operative green economy, Co-operatives UK, 2011
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Appendix V – Transport strategy
supporting analysis
Proposed Crossrail extension and support for returning
passenger services to the Hoo Peninsula
Figure 10 RUS 2011, Route utilisation strategies, Network Rail

The TOC for passenger services from Kent to London is
Southeastern Railways Ltd, which currently operates a
number of smaller lines, including ‘SwaleRail’ (Sittingbourne
to Sheerness). The location of SwaleRail is shown in the map
opposite. It is a good comparator because it is of a similar
length to the proposed service and also carries freight from
the port of Sheerness.

Figure 11 Southeastern railway network map extract - https://www.
Southeasternrailway.co.uk/your-journey/network-map/

Our demand projections for passenger journeys consisting of
the existing Hoo Peninsula demand and future Stoke
Harbour population predicts 1.3 million passenger entries
and exits (2.6 million individual journeys) per year, 3.38 times
the passenger journeys made on SwaleRail in 2011/12. Figure
[16] shows how these journeys are predicted to increase
throughout the construction phases. Initial demand is
provided by the existing residents of the Hoo Peninsula: with
a small additional population at Stoke Harbour this will
quickly exceed the demand for SwaleRail.
Wolfson Economics Prize MMXIV
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Table 1 Estimated swalerail annual passenger journey figures 2011/12
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Table 2 Estimated stoke harbour - Gravesend passenger journey figures projection
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Table 3 Anticipated transport infrastructure expenditure
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Appendix VI Infra LLP transport
infrastructure financing
a) Hybrid debt financing solution

The nature of the income streams from
the commercial property and timing of
additional equity from infrastructure
levies being contributed by SHLP, are
such that there are opportunities for
capital to be repaid, which would
reduce borrowing costs. Therefore,
when choosing a debt solution,
flexibility is important as well as low
borrowing cost.
Given the differing characteristics of the
types of available debt, it is likely that the
best solution would be a blend of a
couple of the sources outlined in Part I d),
i.e., either bond or pension fund finance
combined with bank lending may give a
good blend of cost and flexibility.
We can summarise the estimated
transport infrastructure spending
requirements as £37m in the first three
years, £19m in years 0-2 in years 5-8 and
then £205m spread relatively evenly
over years 9-12. Infrastructure finance is
generally by bank debt for borrowing

requirements less than, £80m, because
of the limited market, even by private
placement, for smaller bonds. We would
therefore envisage that Infra LLP would
be financed by bank debt until year 9, at
which point a bond could be issued.
When deciding what financing to
choose in years 9-12 there will be a
number of options available for Infra
LLP, such as bonds, institutional debt or
further bank debt, but also index linking,
the term of the debt etc, that would
need to be explored properly at the
time, taking account of prevailing
market conditions to ensure Infra LLP
gets best value. In order to get the best
price bank debt Infra LLP would
consider running a funding competition
when required.
Treasury will be asked to provide a legal
guarantee for the payment of interest
and principal on any bonds issued by
Infra LLP, with the fee for the guarantee
determined by Infrastructure UK so that
State Aid rules are not breached.
Infra LLP’s credit rating will be assessed
prior to the public placement, which is
anticipated to be in year 9 of the
construction period. Factors that may
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Figure 12 UK Gilt yields, ft.com, (http://markets.ft.com/research/markets/bonds - accessed 11.07.2014)

help Infra LLP in its shadow credit rating
would be the commercial property
assets it owns, its gearing ratio, the
expectancy that after the construction
period has completed the commercial
leases will move away from turnover
rents and have annual RPI increases,
thus providing some measure of an
inflation hedge, and a parental
guarantee for a capital call if interest
cover falls below 1.1.
For modelling purposes, our assumed
hybrid debt solution for Infra LLP is as
follows:

Year 9:
• A £100m, 15 year Government
guaranteed bond is issued by Infra
LLP. The coupon is the 15 year UK
Gilt rate plus 100 basis points (3.20%
total) drawn down in 4 x £25m annual
tranches. Based on Mersey Gateway
case study, projected gearing and
parent guarantee, we have assumed a
Government guarantee fee of 1%.
• The remainder of the debt is bank
lending, on the terms outlined above.

Year 0-9:
• Debt is bank lending, at an average
interest rate of 10-year LIBOR plus
2.5% (5.3% total).
Wolfson Economics Prize MMXIV
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b) Project risk analysis

As outlined above, our expectation is that bond
finance will not be required until year 9, at which
point Infra LLP will have had a history of rental
income, therefore the risk profile should be well
understood. Furthermore, if house-building and
market absorption is running behind schedule, Infra
LLP can delay the infrastructure expenditure
scheduled for years 9-12 until the relevant population
triggers have been met.
The projected transport infrastructure financing
considers Stoke Harbour on a standalone basis and
does not model any potential extension (areas for a
further 10,000 homes have been identified) or
contributions to transport infrastructure from any of
the other proposed settlements of the Hoo Peninsula
Garden City. All of the above would be expected to
yield further transport infrastructure levies, but also
user tolling and growth in commercial rents and
floorspace.
The tables below show the projected gearing and
interest cover.
The gearing peaks at 60% in year 12, with debt
measured against the NPV of property assets held by
Infra LLP. Based on this gearing profile, we have
assumed that all lending would be senior lending
secured against property assets.
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Figure13 Gearing ratio for transport infrastructure financing solution

The interest cover position shows that between years
12 and 18 income is projected to be less than 1.3 x
the interest payments. These are the years of greatest
risk and SHLLP will need to monitor Infra LLP’s
cashflows closely during this time and react quickly if
the interest cover falls below 1.1, when its parental
guarantee would be activated. SHLLP would have a
number of potential levers at its disposal, for example,
it could hand over more of the Stoke Harbour car-park
rents or a portion of the head rents it receives, permit
development on the extension zones identified or, if
this anticipated during the construction phases, it
could add a small increase in the transport
infrastructure levy phase by phase.
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Figure 14 Interest cover ratio
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c) Assumptions

Debt assumptions:
• Bank debt at LIBOR plus 2.5% is used up until
year 9. A bank debt facility at this rate is used
throughout the 60 year borrowing period.
Each debt facility is assumed to last ten years
before a soft refinancing is forced through a
step-up in interest rates.
• A 15 year Government guaranteed bond is
issued for £100m in year 9, with four staged
£25m annual draw-downs over years 9-12.
Interest is at UK gilts plus 100 basis points,
totalling 3.20% at 17 July 2014 rates. The
Government guarantee premium is assumed
to be 1%. The bond is assumed to be re-issued
on the same terms after 15 years, but with no
Government guarantee required due to the
Infra LLP income history, therefore the project
should not become a contingent liability on
treasury’s balance sheet. The interest rate
is assumed to increase by 0.5% to take into
account the loss of the guarantee.
• After the second bond has expired, £40m of
it will be refinanced with 15-year institutional
lending at 3.80%. The remaining £60m will be
repaid increased bank debt. On expiry the 15year institutional loan of £40m will be repaid
via increased bank debt.

• Debt is not indexed linked.
• All debt is senior debt secured against
commercial property, valued on an NPV basis
at a 5% discount rate. This has been assumed
as the maximum loan-to-value of the debt is
59%, which is currently (and historically) within
the market limits for senior borrowing.

Income assumptions:
• The profit split of commercial rents between
the investor and SHLLP is 67%/33%, based on
construction cost: deemed land value.
• Occupation is assumed at 75% during the 12
year construction period, and then to grow
at 2.5% a year to 92.5% occupation. Average
rents are assumed to grow from £75/sqm to
£100/sqm through the 12 year construction
period, up to £200/sqm in year 23, and then
by 0.5% a year from then. We have empirically
tested Medway commercial rents and found
the average to be £155-£160/sqm. Our
commercial space will benefit from single
strategic management, good infrastructure
and connectivity, and the planned
environment and therefore will be able to
exceed this average in the long run.

• SHLLP contributes £5,000 (on average) as a
transport infrastructure levy for each residential
land unit except social housing. The build out
is modelled as taking place over 12 years.
• Stoke Harbour is designated an enterprise
zone and Infra LLP is able to retain business
rates via contributions from Medway Council
for 35 years.
• Business rates are based on the anticipated
economic floor space build out rates and the
[average Medway business rate of £123 per
square metre13.
• User tolling through a levy of 5p on nonLondon train tickets and 25p on London
train tickets can be implemented via the
Train Operating Company. Our assumptions
re: passenger numbers and percentage of
commuters are detailed in Appendix V.
• Parking fees generated from the rail station car
park are retained by Infra LLP. 10% of users are
assumed to use the car park and daily parking
rates are assumed to rise from £1/day to £5/
day over the 12 year construction period.

13 Medway commercial land rateable value as per VOA Business Floorspace
Statistics, accessed at http://www.voa.gov.uk/corporate/statisticalReleases/
120517_CRLFloorspace.html 24 July 2014.
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• Parking fees from the other Stoke Harbour car
parks are contributed to Infra LLP for the first
15 years and then split 50/50 between Infra
LLP and the Community Trust for the next
10 years. After that all income passes to the
Community Trust. We have assumed that 50%
of the car park spaces are occupied for 2-3
hours once a day, at a charge of £1.50, and that
50% of the income is spent on overheads.

Risk assumptions:
• We have assumed that should the interest
cover ratio fall below 1.1, then a parental
guarantee would kick in, requiring a capital call
to raise funds to meet this ratio.
• We have modelled LIBOR, Gilt and other rates
as at 17 July 2014 and assumed no change
over the life of the project. There is clearly a
risk that these rates will be different at the date
of raising debt and move when refinancing is
required. The parent guarantee above, would
mean that SHLLP would need to consider
which of its other income streams/assets to
contribute to Infra LLP.

Investment assumptions
• The purpose of Medway and Gravesend
Council’s initial equity is not as a commercial
investment, but rather a commitment to the
project. As such, we have modelled that it is
repaid with a 2% cost of capital. This rate could
be increased if Infra LLP’s income assumptions
are found to be overly prudent and debt is
repaid faster.
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CASE STUDY (transport financing):
The Mersey Gateway:
The Mersey Gateway is an innovative 30-year
public-private partnership to deliver a new six-lane
toll bridge over the river Mersey (the first new road
bridge over the Mersey since 1961) that achieved
financial close in March 2014. The project is part
of a nationally important corridor that has been
procured by Hatton Borough Council to alleviate
congestion and act as a catalyst for much needed
regeneration in the region. The project carries a
capital value of £600m including land acquisitions.
The 30-year partnership delivers a new six-lane toll
bridge and is the first greenfield project to utilise the
Infrastructure UK guarantees program on the bond
element of the financing. A Project Company was set
up funded by private sector equity, which entered
into a design, build, finance and operate agreement
with the local authority.
The project is financed as follows:
- IUK-guaranteed bond: £257m at 4.892%
including 1.05% IUK guarantee fee
- Term bank loan: £143m at 5.779%
- Grant bridge loan: £103m at 3.577%
- Mezzanine finance: £50m
- Sub debt and equity: £52m
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Appendix VII - Detailed Stoke
Harbour growth plan
This Appendix increases the detail on the growth plan
outlined in Part III: Viability.
1. Pre-planning permission

The planning of Stoke Harbour’s financing and
construction is critical to its success. SHLLP and its
advisers will talk to potential investors, construction
partners, developers, major food retailers, other retail
and commercial occupiers and public sector
stakeholders during the planning process and
negotiate agreements in principle that form an
investment waterfall through to the completion of
Phase I and hopefully further.
Key to this process will be the Government and local
authorities demonstrating their clear support for the
growth plan up to and beyond Phase III. This will help
provide confidence to private sector funders/
developers that even if the market absorption is
slower than projected, that their investments will
come good over the medium term. This commitment
would be demonstrated at meetings during the
pre-planning phase, by public statements of policies
to support garden cities, and most importantly
through the NHS and DfE pre-agreeing leases, subject
to successful planning, on schools and hospitals.
These are the services that existing residents want
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and there is some existing demand for, and will
therefore help to meet the popularity hurdle, but
would be being built with excess capacity to meet
future need.
SHLLP will also set up the Community Trust during
the pre-planning stage, as this will allow engagement
with existing Hoo residents. This should help with
planning of the first social infrastructure to be
provided (for example, gathering local opinion on
what youth-targeted facilities would be most
beneficial) and will also help to create the community
feel that helps new arrivals engage with their new
surroundings and is attractive to prospective
residents.
The first milestone for Stoke Harbour is anticipated to
be the end of Phase I, when 5,000 units would have
been built. Build out rates and market absorption
would be assessed against projections on a monthly
basis such that any required interventions, for
example, increased central marketing spend, can be
implemented at in a timely manner.
The masterplan is also very important and all
construction in Stoke Harbour will be controlled by
the masterplan. Management of the leasehold areas
of the estate will be undertaken by SHLLP and funded
by a service charge.

2.	The first days: putting the building
blocks in place

The granting of planning permission will trigger the
first steps of the investment waterfall, which finances
the initial building of a social infrastructure hub (NHS
polyclinic providing GP surgery, dentist, pharmacy
and opticians, nursery/primary school, small
secondary school and child/youth facilities) and a
3,000 square metre regional food store, which is
justifiable from existing Hoo Peninsula demand (there
is no regional foodstore on the Peninsula) and would
represent an attractive opportunity for a developer
and investor due to the lease length (typically c.20
years) and low credit risk of the tenant (a large food
retailer). This would be pre-let with an agreement
negotiated at the pre-planning stage, contingent on
planning permission.
It will also trigger the first house building, which will
consist of detached and semi-detached low density
larger residences based around the fringe of the
settlement on existing roads. Self-build plots will also
be offered in accessible areas.
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Other actions that will be completed in these first
days are:
i. SHLLP will set up Infra LLP the transport
infrastructure JV with Medway Council and
Gravesend Council.
ii. SHLLP will fund the construction of the first
new road, the cost of which is estimated at
£10m, from a mixture of cash reserves, the
social infrastructure levy part of the upfront
premium paid by developers and self-builders,
and short term bridging finance. SHLLP will
also fund the preliminary works such as
services and drainage works and provide
the first community facilities, eg a park and
playground.
iii. SHLLP will have c.£70m of land assets at this
point and will be permitted to borrow to a
maximum 25% gearing at this stage so as
to allow forward funding of infrastructure.
The 25% limit has been set at a level that
should ensure SHLLP’s assets are not placed
in jeopardy by the need to service interest
payments.
iv. As specific zoning takes place, SHLLP will grant
leases over the commercial zones to Infra
LLP, funding transport infrastructure and the
commercial land strategy outlined below. This

will allow Infra LLP to use commercial rents
for 75 years to fund transport infrastructure
and also will provide it with assets to borrow
against.
v. The first of these zones to be identified will be
the central town square.
vi.Once Infra LLP has been seeded with its first
land assets it will activate the pre-agreement
with Network Rail and SouthEastern to
construct a temporary station and car park
at Stoke Harbour, add a central passing point
and make the minimum upgrades required to
signalling and Gravesend station for a shuttle
service to run. This will create a step change
in Stoke Harbour and the Hoo Peninsula’s
connectivity for a relatively small upfront cost.
3.	The first four years: creating an identity,
fostering community and getting to critical
mass fast

It is important that the speed of growth for a new
garden city is high. This is not only important for the
economics (financing infrastructure requires that the
settlement grows to the expected population and any
use of debt becomes more expensive over time) but
continued population growth, construction and
perceived popularity creates a sense of momentum
and confidence that it should be possible to investors,
future potential residents and the businesses and
retailers required to make a functioning local economy.
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While house-building underpins the potential for
population growth, it is equally important that the
social and community aspects of the new settlement
are not overlooked. The new garden city needs to
nourish its residents and provide them with healthy
and sociable communities, leisure opportunities,
open space and room for interaction with the natural
realm, in order to enable it to be an enriching home.
There are therefore a number of aims which should
be afforded equal priority during Stoke Harbour’s first
years and the growth plan should reflect this balance.
4. Years 1 and 2

i. Housing development of the higher value,
lower density 4 and 5 bedroom houses
and self-build in the accessible rural fringe
will continue so as to maintain the flow of
infrastructure and transport levies as well as
profit shares in the sale proceeds to SHLLP.
ii. The first terraced housing will also be
constructed along the new A228-link road
towards the town centre, including specialist
residences for the elderly. This will help
increase the price points and demographics
that properties are available to sell to, thus
increasing market absorption.
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iii. Once an agreed set of contingency triggers
has been met, eg, the first 200 residences
and first new road have been completed,
construction of the first commercial area will
commence. This is anticipated to be one half
of the town square, which is a development
priority as the urban core will be a principle
driver in creating Stoke Harbour’s identity and
character. Where possible this commercial
space, in particular the retail space, will be prelet prior to construction, on turnover based
rents with ratchets for certain construction
milestones being met as this will allow the
occupier to spread some of its sales risk to
the developer and SHLLP. Given the fledgling
nature of the settlement at this point it is
likely this risk sharing would be required in
order to attract retailers. As the only significant
commercial space on the Hoo Peninsula, this
should benefit from footfall from existing Hoo
Residents both based on its convenience and
the ‘new’ factor. Therefore, additional carparking is planned to cater for this.
iv. The construction of the first medium rise
buildings in the main town square will give
the opportunity for the first medium rise
apartments at the periphery of the town
centre, as the town centre will have created
the necessary massing and building heights/
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lines that allow the apartments to fit in with
the surroundings. In any case, the existing
power station provides a dominant backdrop
which gives sufficient freedom for multi-floor
development without unnecessarily disturbing
the panorama.
v. At least 20% of the first sets of apartments
will be zoned as PRS, with some shared
intermediate/shared ownership. This will
increase the available tenures and therefore
market absorption, but also provide the very
necessary flexibility for people to move to
Stoke Harbour without needing to buy a
home.
vi.Construction would also start on the Laing
O’Rourke offsite construction factory as well
as the recruitment of local employees and
apprentices and their training, which would
provide a big boost to the Medway region and
the Hoo Peninsula in particular. This would be
sited on land adjacent to the railway and the
existing Kingsnorth industrial estate, to take
advantage of the opportunity to transport
materials and constructed units via freight rail,
increasing the factory’s future regional reach.
Kingsnorth industrial estate should benefit
over time from Laing O’Rourke’s presence,
with complimentary industries looking to
set up nearby, which in turn should benefit

Stoke Harbour due to the employment
opportunities. This factory should take c. 1
year to construct and will then allow offsite
construction to accelerate build out rates.
vii. SHLLP in conjunction with the Community
Trust builds parks further parks and play areas
in the inhabited areas and starts cultivating
new ecological areas. Both bodies also
implement the planning undertaken in
collaboration with the RSPB, Natural England
and the Wildfowl and Wetlands Trust in
respect of the monitoring and mitigation of
the impact of human interactions with the
existing areas of natural interest, and the and
involvement of the residents with the natural
world on their doorstep.
viii. Infra LLP begins the programme of further
upgrades to Stoke Harbour station, Gravesend
station, and signalling, as well as upgrade work
on the A228 and Four Elms roundabout, using
debt finance and the transport levies collected
to date to do so, in line with the transport
infrastructure financing plan.
ix. SHLLP starts the upgrade of Stoke Road and
extension to the A228 to give a N/S route
through Stoke Harbour, which opens up new
areas for house-building.
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x. A shared emergency services hub will be
constructed on Stoke Road adjacent to the
industrial estate.

5. Years 3-4

The next phase of the growth plan sees the
settlement start to develop into a city, with social
infrastructure, transport and new homes.
i. Three community hubs will be constructed,
one at each of the three neighbourhoods
that are most formed. At this stage these are
anticipated to be one at the Upper Stoke
end of the settlement and the other towards
Ropers Green Lane. Each hub will include a
GP surgery and dentist, community hall, a
nursery/primary school, park and play area,
sports facilities, local sized library (with town
wide index and book and lend programme),
conservation and allotment/cultivation
areas and youth targeted activities/facilities.
These will be funded by infrastructure levy
contributions to SHLLP and managed by
SHLLP in conjunction with the Community
Trust.
ii. The existing small secondary school would be
extended and a further small secondary school
built in the Upper Stoke neighbourhood.

iii. To help form and give opportunities for
adding definition and density to the
neighbourhoods the smaller side roads will
start being constructed. These will be funded
by infrastructure levy contributions to SHLLP.
iv. House-building and self-build will continue
linearly along the main roads, but also in more
nucleated forms around the neighbourhood
community hubs. The first social housing
apartments, terraces and semi-detached
houses would be built as would further PRS
and shared ownership offerings. Specialist
elderly and wheelchair access homes will be
constructed across all tenures. Construction
should now be happening across all tenures
and price points and at sites with different
characteristics, which should maximise market
absorption.

back from there year by year to produce
the ‘canal’ area. The harbourside and canal
properties would be a mixed development
consisting of premium properties and retail
and commercial opportunities, therefore a
suitable development partner would be found
with experience of this type of development.
Waterfront is a prized asset in the UK and
utilising this correctly and making it accessible
will form a big part of Stoke Harbour’s
character and also its regional identity.
vi.Mixed use developments would be added on
the road between the rail station and the town
centre, to add to the existing retail space.

v. In year 3 we anticipate that SHLLP will start
the harbour construction, working with the
RSPB, Natural England and the Wildfowl
and Wetlands Trust and the newly formed
Stoke Harbour Conservancy Agency to
mitigate and control impact on existing
marine life and habitats. We anticipate
that the harbour construction may take a
number of years, starting with the main
harbour front, protecting walls and the
waterfront properties, and then working
Wolfson Economics Prize MMXIV
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6. End of Phase 1 construction milestone
review

At the end of Phase I there should be c.5,000 homes
constructed, two major through routes running
broadly SW-NE and NW-SE, the start of a harbour area,
hugely improved physical connectivity through the
rail station and Four Elms roundabout upgrades as
well as the following social infrastructure:
- NHS primary care centre
- A regional food store
- 2 x other GP surgeries
- 2 x small secondary schools
- 3 x nursery/primary schools
- 2 x local libraries
- 3 x community halls
- An emergency services hub
- Sports facilities
- 3 x youth centres with facilities, eg a skate park

- A number of parks and play areas
- Allotments and conservation areas
- Half of the town square regional comparison
retail area
- 2 x neighbourhood hubs and a town centre
hub
- An offsite construction manufacturing facility
Market absorption will have been tested on a
monthly basis and adjustments made to marketing
spend and also to the tenure mix to allow
construction to meet demand, especially in respect of
the release of land for self-build. This should be
reviewed at this stage and if market absorption is say,
less than 60%, then consideration should be given to
slowing down the future construction rate. However,
momentum is the key and if market absorption is
above this rate and there is felt to be sufficient
demand based on viewings/enquiries/properties
under offer etc then consideration should be given to
maintaining the construction programme.
Throughout Phase I SHLLP should have been
furthering the investment waterfall, such that the 60%
hurdle, or something similar triggers the continuation
of the investment and construction process into
Phase II.
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The work of the Community Trust and the community
and social schemes should also be assessed and
feedback sought from the community so that social
infrastructure priorities for Phase II can be adjusted
accordingly.

Phase II, Phase III and the future
The rapid growth through Phase I is to be continued
for Phases II and III, each averaging construction of
5,000 units over a four year period. The projected
build out rate and population growth of Stoke
Harbour is shown in Part III: Viability. This assumes an
initial occupation rate of 75% during Phase I, growing
to full occupation in year 17.
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Appendix VIII – Modelled
SHLLP returns and sensitivity
testing
SHLLP returns modelling assumptions:
• The Co-Promoter sells at 200% of their
contribution after a successful referendum.
• Each Core Development Investor sells
after 7 years.
• The Long Term investor acquires the
partnership interest from Core Development
Investor (2) once construction is completed
but before full occupancy.
• Costs are the ‘expected’ costs as per our cost
estimates in Appendix IX.
• SHLLP partner returns in the main body of the
report have been modelled using scenario 4,
which we consider to be conservative but the
best fit to SHLLP’s business plan.

Scenario modelling assumptions

Scenario 1:
All properties are sold at the “low”/minimum sales
price stipulated by SHLLP. Broadly, this would mean
that Stoke Harbour properties were priced at the
same level as the lowest priced properties in the
Medway area.

Scenario 2:
For scenario 2, 30% of the properties are sold at the
low/minimum sales price stipulated by SHLLP, 35% of
properties have a sales price 10% above this figure,
15% of properties have a sales price 20% above the
minimum sales price, and 20% of properties are sold
at the median value. This would mean that 80% of
properties are sold within the existing Medway
affordability ranges.

Scenario 3:
The third scenario models 20% of the properties
being sold at the low/minimum sales price stipulated
by SHLLP, 25% at the minimum sales price plus 10%,
25% at the minimum sales price plus 20%, and then
20% of properties at the median price and a further
10% at a price that exceeds the median by 10%. This
takes into account the aspirations that Stoke Harbour
will be able to achieve a living environment and level
of connectivity that meets (and hopefully exceeds)
that of the current Medway towns, and therefore
there will be demand for properties at higher than
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average price points. It also demonstrates SHLLP’s
commitment to a majority of properties being sold at
prices that make them attainable for existing Medway
residents.

Scenario 4:
The final scenario closest resembles SHLLP’s
anticipated business plan. For the first six years 25% of
the properties are sold at the low/minimum sales
price stipulated by SHLLP, 25% at the minimum sales
price plus 10%, and 50% at the median sales price.
This reflects that for the first six years a lot of the
properties being sold will be the larger properties at
the rural fringe at an expected price point above that
of the Medway average.
For the next six years, after Stoke Harbour has
established itself and there is more confidence in
market absorption we have modelled a sales mix of
15% of properties at the low/minimum sales price
stipulated by SHLLP, 20% at the minimum sales price
plus 10%, 30% at the minimum sales price plus 20%,
20% at the median sales price, 10% at the median
price plus 10%, and 5% at the “high” sales price,
reflecting the development of waterfront and
harbour/canal district properties.
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Table 4 Cash return through construction and occupation period
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Table 5 Annuity income return

Table 6 IRR calculations for SHLLP investors using “expected” costs and Scenario 4
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Table 7 IRR calculations for SHLLP investors using “expected” costs and Scenario 1

Sensitivity testing of SHLLP investor returns
Impact of “high” construction costs
Table 8 Projected partnership returns based on scenario 4 and ‘high’ costs
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Table 9 projected partnership returns based on Scenario 4 and ‘low’ costs

Impact of extended build out phases
If the build out phases do not proceed as fast as
projected, SHLLP will need to react to this by
reducing overheads and running costs, as the
underlying capital value and returns will still exist but
could be eroded by the running costs, if significant. In
year 1 the anticipated excess of running costs over
rental income is c.£2m, and by year 9 there is an
excess of rental income over construction costs,
therefore, for example, a 50% over run of construction
time in any phase (so four years rather than six) could
lead to a reduction in total profits of up to £4m. The

earlier in the process that the delay occurs, the more
costly and impactful it would be. One measure that
could be taken to reduce the financial impact of
over-runs is to restrict the council tax rebate to ten
years, thus saving £1.65m from the potential over-run
costs.
The second impact is on the IRR of the Co-Promoter
and Core Development Investors. In order to keep
these high it is likely that a further investor would be
added to the cycle, so that there were four investors
who held partnership interests for 5-7 years each.
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Appendix IX- Site specific development investor sensitivity testing
We have estimated land acquisition,
infrastructure and construction costs on
a three point scale (low, expected and
high). Please see below for how the

investor results are impacted by costs
being higher or lower than the
“expected” amounts.

Table 10 Site specific developer/investor results based on “high” cost estimates
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Impact on social housing

Impact on private sale

The social housing model is sensitive to cost increases
as there is a maximum rent for social housing,
therefore there is limited flexibility in increasing rents.
Should all the land acquisition, social infrastructure
and construction costs rise to the “high” level, then
there would need to be a rebalancing of the
allocation of social infrastructure costs away from
social housing. Our model assumes a 45% discount
per unit of social housing compared to private, and if
costs increased to the top level then this discount
would need increase to c.65%-75%. The resulting 15%
social infrastructure premium for private properties
has been modelled into the results outlined above.

The increased in costs would mean that some of the
minimum prices would have to rise, and the top sales
prices would also have to be relaxed to 15% below
the current Medway peak. The impact on the
affordability analysis is shown in the table below, and
the affordability of homes to median Medway earners
remains strong even if costs rise, which should serve
to keep local demand high.
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If build costs are “high” then social housing rents
would also need to increase from their modelled level
by £3-£10pw, which would still be within permitted
Medway social rent levels.
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Table 11 Updated affordability analysis for “high” construction costs
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Table 12 Site specific developer/investor results based on “low” cost estimates
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Appendix X – Further details
on Stoke Harbour’s commercial
land strategy
KPMG’s recent “Hope for the High Street” report into
the future of traditional British High Streets highlights
the need for “collective urban spaces where people
can meet, communicate, eat, drink, work and spend
time out of the home” . It also outlines a number of
factors that commercial areas that have managed to
successfully evolve have in common. These include:
• A balance between commercial and
residential uses.
• Food and beverage outlets and a diversity of
entertainment venues.
• A mix of independent as well as national
multiple retailers and service providers
occupying a range of unit sizes.
• Ample car parking, convenient public
transport and easy accessibility.
• On-street wi-fi access.
• Cultural and education facilities as well as
other demographically-relevant infrastructure.
• Clean, safe and interesting physical
environments and public spaces.
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As well as the factors that prevent high streets
from adapting:
• Inadequate long-term high street planning.
• Mismatch of planning usage.
• Lack of commercial leadership and incentives
between business and communities.
As a new city, Stoke Harbour should be able plan for
the ‘good’ factors, and to avoid the ‘bad’ factors. In
particular, a commercial area under sole management
benefits from the constant attention of that manager,
and their focus on achieving, as outlined above, the
right mix of retailers, food and beverage outlets and
entertainment venues, but also the ability to specific
target operators, get the split between national and
independent businesses (for example, setting aside
25% of retail space for small businesses), their
locations, the size and shape of the units they occupy
and their opening hours, all in order to create the best
offering to suit the potential customers and to
achieve the buzz and energy created by having an
area that trades together and creates the desired
atmosphere.

A sole manager can also react quickly as the patterns
of use of the public realm, retailing, commerce and
needs of the catchment population evolve. SHLLP
would appoint an experienced commercial property
manager for all its commercial areas, paid for via
service charges from the occupiers. SHLLP and the
property manager would consult regularly with the
other key local stakeholders: the Community Trust,
the wider community, Medway Council so that the
resident’s attitudes to the town centre, harbourfront
and other commercial areas can be gauged and
reacted to.
SHLLP will also ask existing Hoo residents about their
aspirations and hopes for Stoke Harbour’s commercial
areas and public realm prior to construction. This
valuable feedback will help shape the commercial
areas that have a sphere of influence extending across
the Hoo and to Medway, which will allow occupiers
the benefits of much greater footfall than could be
expected from Stoke Harbour’s initial population.

14 September 2013, “Hope for the High Street”, KPMG LLP, Stephen Barter
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Appendix XI– Cost estimate supporting information
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Table 13 Dwelling construction costs
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Table 14 Social and transport infrastructure levy per unit based on expected costs
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Table 15 Land cost per unit for expected costs
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Table 16 Total acquisition and construction
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Appendix XII – Profit analysis per tenure
Private Sale
Table 17 Gross profit analysis on ‘expected’ cost

Notes
Sales prices refer to Table 3, Vision
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Social housing
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PRS
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Self-build
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Appendix XIII – SHLLP cash flow model
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Cash flow modelling assumptions
• Social infrastructure, preliminaries and surface
and green space costs are incurred in an even
manner over the construction period.
• Council tax rebates of £150 per annum for 11,000
homes are paid throughout the construction
period.

• Sales proceeds and rental income are modelled
on a per unit basis, using an average profit/head
rent per unit figure.
• Construction takes place within the 3 x 4 year
phases as anticipated with tenure mix as per the
expected phasing plan.
• Developers pay the lease premium upfront.

191

• For prudence, in our indicative model we have
assumed that the 30% of land not owned by the
Church Commissioners is acquired at 500% of
existing use value rather than other land owners
joining SHLLP, although we expect that SHLLP
would prefer them to join the partnership in
order to reduce the upfront cash outlay.
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Appendix XIV – Extracts from the transport infrastructure financing cash flow model
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Appendix XV - Tenure models
Developer model
The expected developer model is set out in more
detail below, with reference to the following steps.
1. SHLLP will sell a long leasehold of land
zoned for private sale/owner occupation to
the developer in return for an premium and a
profit share on future sale to the new resident,
which is written into the lease. This will
specify a geared profit share negotiated with
the developer but based on a central template,
specific to each type of property and designed
to incentivise the behaviour wanted for each
type of property, which might be speed of
sale, affordability or profit maximisation
depending on the property type.

The premium will consist of three amounts:
• Reimbursement of SHLLP’s land acquisition
costs;
• A social infrastructure levy to fund SHLLP’s
expenditure in this area; and
• A transport infrastructure levy, which is
contributed to Infra LLP.

Shelter
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2. The developer will finance the construction
of the property.
3. The developer markets the property and
sells to a new resident within the specified
price ranges. There will be restrictions
specifying that the developer is not allowed
to sell to an individual without a UK address
(with the potential exception of waterfront
properties in the later phases where
maximising profit is the target) and not to an
individual using a buy-to-let mortgage.
4. The developer makes the profit share
payment to SHLLP and makes its profit on
development. Given the developer has not
had to take any planning or land assembly
risk, we consider that the target profit should
be in the range of 12%-15% (not including any
sub-contractor and sales agent margins) when
applied to Stoke Harbour as a whole, i.e., after
the cross-subsidy/matching model.

5. SHLLP uses infrastructure levy to pay for
the continued works required in creating
Stoke Harbour contributes the transport
infrastructure levy to Infra LLP to help meet
repay capital and interest on its borrowings.
6. The new owner/occupier resident pays a
small annual head rent of £100 to £500 SHLLP
plus an estate service charge. If they realise
any future gain on the resale of the property,
then a covenant in the freehold means that
this is subject to a 5% levy which is payable
to the Community Trust (in effect a local
restriction on Principal Private Residence tax
relief ). This allows the community to benefit
from any future land value uplift, recognising
that the wider community and setting has
helped to create this value growth.
7. In respect of steps 5 and 6, SHLLP’s aim
is for any profit share element and the
reimbursement of land acquisition costs to be
returned to investors and, in the long term,
for the head rent to cover the running costs of
SHLLP and the Stoke Harbour estate. However,
in the early stages it will be important to
retain cash within SHLLP and therefore
this “profit” may be reinvested rather than
distributed.
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S/M housebuilder licensing model
The expected small/medium housebuilder model is
set out in more detail below, with reference to the
following steps.
1. SHLLP will grant a license for the small/
medium housebuilder to construct homes on a
specific plot.
2. The housebuilder will construct the
property and finance this themselves.
A budget for construction costs, a small
contingency and a normal contractor’s margin
will have been agreed prior to the grant of
the license, therefore, the housebuilder will
need to manage their construction costs
accordingly.
3. The housebuilder will also act as the sales
agent for the sale of the freehold, in line with
the specified property price ranges. In return
for this the S/M housebuilder will receive a
fixed payment (this will be negotiated upfront
and will be based on build costs, plus a margin)
and a 2% sales agent fee.
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4. The purchaser will pay SHLLP the sales
proceeds, and SHLLP will then pay the
housebuilder. Recognising the importance
of cash flow and minimising finance costs,
SHLLP will have a target of payment within
15 working days and will suffer a penalty in
favour of the builder if payment is not made
within 30 days.
5, 6 & 7. As with the developer model, the
proportion of the sales profit that relates to
the social infrastructure levy and transport
infrastructure levy will be utilised/passed on
to Infra LLP and the residual profit passed to
investors. As with the developer model, small
annual head rents will be payable by the owner
occupier to SHLLP and a future capital gain
levy to the Community Trust.

This model means that the housebuilder will be
expected to finance the construction, take the
demand risk and the pre-agreed payment will
incentivise them to control construction costs. It is
envisaged that this model will encourage these
smaller housebuilders to compete on quality and
price and to build and sell quickly in order to
minimise their finance costs, which matches SHLLP’s
goals of affordability and accelerated market absorption.

SHLLP also has a vested interest in maintaining quality
and the reputation of Stoke Harbour with prospective
residents, and therefore the builder’s track record on
quality, measured through post sales feedback
collected by SHLLP, will determine whether they are
considered for licenses on future plots. As part of this
commitment to quality, it is not in SHLLP’s interests to
cut S/M housebuilders’ margins to the bone. The
construction payments will be agreed on a realistic
basis and with a normal sub-contractors margin, with
a small contingency built in, and the build costs
modelled in our construction cost summary reflect this.
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PRS model
The expected small/medium
housebuilder model is set out in more
detail below, with reference to the
following steps.
The expected PRS model is set out in
more detail below, with reference to the
following steps.
1.	SHLLP will grant a long lease
to an investor/developer to
construct PRS homes in return
for a premium.
2.	The investor will fund the
construction under a time
and cost guarantee from the
construction partner.
3.	The investor will then grant
a 5 year Assured Shorthold
Tenancy to the tenant via a
property manager, in line with
Shelter’s stable 5 year rental
contract.
4.	The tenant pays a rent and
service charge to the property
manager, who take a small
commission (5%) and passes
the rest of the income to the
investor.
Shelter
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5.	The investor pays a head rent
and estate service charge to
SHLLP.
6.	The model will be flexible so
that PRS and private sale stock
can change from one to the
other dependent on demand.

APPENDICES

Social housing model
The expected social housing model is
set out in more detail below, with
reference to the following steps.
1. SHLLP will grant a 45 year
lease to an institutional investor
to construct social housing, in
return for a premium.
2. The institutional investor will
pay for the construction via a
time and cost guarantee from the
construction partner.

4. Medway Council or the housing
association will place residents
into the housing, manage the
buildings and will charge 6%
index linked rent based on
cost. This will be at or below
the existing social rent levels
for Medway. They will keep 2%
towards maintenance, sinking
fund and surplus.

5. The institutional investor will
pay SHLLP a small head rent of
£35-£165 per home.
6. SHLLP will at a specified point
in the future donate the freehold
to the Community Trust so that
it can benefit from this rental
income and have control of the
social housing in the future. It is
likely that this will have a social
housing covenant on the freehold.
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A traditional housing association model
whereby they acquire the long lease
and fund construction will also be
considered.

3. The institutional investor will
then grant a 45 year lease to a
housing association or Medway
Council in return for a guarantee
of 4%-4.25% index linked rents
(based on land + construction
cost) over the 45 year period.
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Appendix XVIStoke Harbour Apprenticeship
Training Agency (ATA)
(DRAFT) Business & Operational Plan

1. Executive Summary
Stoke Harbour Community Trust and Medway based
higher education partners will establish a training
agency for apprentices in Stoke Harbour for small and
medium sized businesses in the Medway region and
Hoo Peninsula to support recovery and growth. This
will be a company limited by guarantee, jointly
owned by the Trust and the partners, and will create
new opportunities for local young people to secure
employment and skills training and contribute to
reducing the number of young people in the Medway
region and Hoo Peninsula identified as Not in
Education, Employment or Training (NEET).
The ATA will employ and match young people who
want to find careers through apprenticeships with
local businesses who want to grow their workforce.
The jobs will be targeted at smaller, growing
organisations in the construction, retail, financial and
other sectors that will play an important role in
driving Medway’s economy over the next
twenty years.
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The Stoke Harbour ATA anticipates supporting a
minimum of 100 micro (up to 10 employees) or SME
businesses (up to 250 employees) and 200 young
people to undertake a high quality apprenticeship
over the first 5 years of its operation. This business
plan establishes a framework for the operation and
sustainable development of the Stoke Harbour ATA.

2. Mission Statement
The Stoke Harbour ATA will provide practical support
to local businesses to achieve growth through
apprenticeship opportunities aimed at nurturing the
talent of local young people.

3. Aims and Objectives
The core function of the Stoke Harbour ATA will be
the employment and development of apprentices in
Medway, with a focus on Stoke Harbour and the Hoo
Peninsula. The ATA will support the creation of new
apprenticeship opportunities involving micro, small
and medium sized (SME) employers that would
otherwise be unable to take the business risk of
employing an apprentice directly. Effectively
operating as an employment agency, the ATA will
seek to create genuine and new job opportunities
primarily within the growth sectors of retail, business
support and financial services.

‘Building many more high quality homes must be

a strategic national priority. At KPMG, we hear from
business leaders concerned about the growing cost
of housing and the impact this is having on their
ability to recruit and retain talented staff. In our
own business, we hear from a hard working
generation being priced out of an affordable
home of their own.
We are very pleased to have helped Shelter and
PRP develop their idea of a new garden city in
the Hoo Peninsula. Shelter and PRP’s proposal
addresses some of the most important questions
for any garden city: how to finance infrastructure
sustainably, how to generate growth and
employment and how to provide a mix of homes
affordable on a range of incomes. We hope to see
this vision translate into new garden cities and
the homes we desperately need.’

Jan Crosby
Director and Head of Housing
KPMG LLP

Laing O’Rourke is pleased to be supporting
Shelter’s shortlisted entry to the prestigious
Wolfson Economic Prize to deliver a new
Garden City on the Hoo Peninsula.
‘We believe our vision to transform the
construction process through the widespread
adoption of offsite manufacturing will deliver
higher quality, future-proofed housing and
associated infrastructure in shorter time scales,
at lower cost, and to the exacting environmental
standards required. The approach will also create
longer term local employment opportunities to
help bridge the current skills gap that exists
across our industry through the training and
development of a new generation of
construction technicians.’
Stephen Trusler
Accommodation Sector Leader for Europe
Laing O’Rourke

‘We need radical solutions to scale up supply

speedily and we believe new garden settlements
can be designed to achieve this. The UK has some
of the best skills in the world that can deliver
exemplary new settlements where people want
to live, work and play, that will be popular
and stand the test of time.
Our work with Shelter demonstrates that new
settlements that are well sited, carefully designed
to fit in with the context and that contain a mix
of new homes for all can be financially, socially
and environmentally deliverable.

By focussing on a specific location we have
been able to isolate the issues that are perceived
to be barriers to developments of this scale and
demonstrate how these can be addressed.
Our work provides a blueprint for garden
settlements appropriate for the 21st century.’
Andy von Bradsky
Chairman
PRP
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‘We are delighted to have had the opportunity to work
with Shelter on this submission for three reasons.
First, because housing provision is one of the most pressing issues
the UK faces: we need 200,000 homes annually. The homes we need
should be across all forms of tenure, for purchase, for rent, and for
the affordable sector. They should be environmentally efficient, varied
and specialised to suit different types of occupier, from students and
single professionals, to key workers, families, and elderly ‘last time
buyers’ who are crucial to freeing up scarce housing.
Second, the Garden City route is likely to be a big part of the solution
– what has been modelled here is a version that could work in real life,
with an economic model capable of attracting real investment.
This goes way beyond just being an answer to an ‘exam question’.
And third, because we know from experience and working with
them that Shelter have the deep specialist knowledge and the
practical experience to help bring a project to life. During this project
I think we have learned at least as much from them about community
engagement around developments as they have from us about
the economic modelling – a terrific partnership exercise
to deliver a great finished product.’
Nigel Wilson
Chief Executive, Legal & General
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