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Executive Summary 

I. Reigate & Banstead Borough Council is intending to introduce a Community 

Infrastructure Levy. The purpose of this study is to assess the viability of a range of 

development types (including strategic housing developments) across the borough 

and from this, calculate their ability to contribute to infrastructure funding through the 

Community Infrastructure Levy (CIL) and provide recommendations on charging 

approach to inform the Council’s Community Infrastructure Levy (CIL) charging 

schedule for Reigate & Banstead. 

II. This study updates and supersedes the viability evidence which was prepared to 

inform the Council’s Preliminary Draft Charging Schedule published in October 2014. 

This revised assessment particularly takes into account: 

 Representations made during consultation on the Preliminary Draft Charging 

Schedule 

 Independent feedback from external consultants on the viability evidence 

prepared to support the Preliminary Draft Charging Schedule 

 The latest evidence of development costs and housing market dynamics in 

the borough 

III. The appraisals carried out embrace the concept of “whole plan” viability and test the 

impact of CIL alongside all other relevant planning and policy requirements, including 

affordable housing and any residual requirements under section 106 obligations. 

Methodology 

IV. The study assesses the viability of a series of hypothetical but typical schemes 

across both residential and non-residential uses. The appraisals were predominantly 

run using the residual land value method of valuation following the principles advised 

by both the Harman Guidance and the RICS Financial Viability in Planning paper. 

V. The methodology involves calculating the value of the completed scheme and 

deducting all development costs (construction, fees, planning obligations and profit) 

to leave a ‘residual’ sum which can effectively be offered for the land/site. These 

residual land values (RLVs) are then compared to a realistic benchmark land value 

which represent the price which landowners would expect to achieve for their site in 

the market to establish the maximum surplus which is available to afford CIL. 

VI. For strategic greenfield residential schemes, an industry standard discounted cash 

flow model was adopted to ensure that the phasing and timing of payments and 

incomes over a longer period could be better reflected. 

VII. Whilst property markets are inherently cyclical and appraisals of this nature are to an 

extent sensitive to inputs, the variables used in the study are underpinned by detailed 

local research or follow industry standards. The results can therefore be considered a 

reasonable and realistic assessment of the viability characteristics of development in 

Reigate & Banstead. 



Reigate & Banstead Borough Council 
Revised Community Infrastructure Levy Viability Report 

 

IV 

 

Key Findings and Recommendations 

VIII. The outcomes of the appraisals are reflective of current market conditions. The 

Council will continue to review and monitor the market and wider economic situation 

to ensure that CIL is reviewed and adjusted at an appropriate point in the future.  

IX. The evidence demonstrates that there is variation in values across the urban areas of 

the borough. Values of £3,300/sqm are typical at the lower end of the market in 

Redhill and Horley town centres, particularly for high density flatted developments. 

Within the remainder of the Redhill urban area and much of the south of the borough 

(e.g. Horley and Salfords), values achieved range from £3,400/sqm to £3,600/sqm. 

However, in Reigate and in urban areas in the north of the borough, sales values 

achieved are generally at or exceeding £4,000/sqm. 

X. This variation translates into viability with schemes in the two town centre areas, 

which are typically high density, able to support relatively minimal CIL charges. In the 

remainder of the urban areas, CIL capacity is greater but ranges quite markedly from 

around £120 per square to comfortably in excess of £250 per square metre.  

XI. Greenfield developments, including both the Horley North West Sector and other 

planned urban extensions demonstrate different viability characteristics to urban 

development and – although subject to greater “opening-up costs”, are all able to 

support higher maximum charges (£260 for the North West Sector and at around 

£280 for SUEs). 

XII. Mindful of the need to “avoid the ceiling”, sensitivity testing has been carried out on 

these maximum charges, to ensure that recommended charges would remain viable 

in the face of normal market movements or cost inflation. The outputs of this testing 

help to inform the setting of charges with an appropriate “buffer” or headroom to the 

maximum viable levels. 

XIII. Taking account of all of the evidence, and the need to strike an appropriate balance, 

the core recommendation is for five separate residential charging zones as follows: 

 Three urban zones broadly defined as follows: 

o A zone covering Redhill and Horley town centre with a recommended 

charge of up to £20 per square metre 

o A zone covering the urban area of Reigate and urban areas in the 

north of the borough with a recommended charge of £140 per square 

metre 

o A zone covering the remainder of the urban area (broadly Redhill, 

Earlswood, Salfords and Horley) with a recommended charge of £80 

per square metre 

 A zone covering the Horley North West Sector with a recommended charge of 

approximately £180 per square metre 

 A zone covering the urban extensions and the remainder of the non-urban 

parts of the borough with a recommended charge of approximately £200 per 

square metre 
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XIV. Retirement or “age restricted” residential developments demonstrate similar capacity 

to contribute CIL as conventional housing schemes and therefore it is recommended 

such schemes are captured by the charges suggested above. Conversely, care 

homes (with or without nursing) (falling within C1 use) demonstrate minimal capacity 

to afford CIL: it is therefore recommended that a nil charge should be applied to 

such uses. 

XV. Set at this level, the analysis shows that the vast majority of residential development 

in the borough would remain viable. Furthermore, the reduction in affordable housing 

provision/contributions which would be required to bring unviable schemes back into 

viability would be minimal and would not put at risk objectives to deliver affordable 

housing. Overall, it can be concluded that, if set in line with these 

recommendation, the residential charges would not threaten delivery of the 

Core Strategy as a whole and would strike an appropriate balance between the 

need to deliver infrastructure and ensuring development remains viable. 

XVI. In the main, the viability of non-residential uses is relatively limited and for several 

development types, a relatively sharp upturn in the market would be required for 

schemes to support any meaningful level of CIL. Based on the current situation: 

 All of the industrial and warehouse schemes tested produce negative 

surpluses and therefore have no scope to support a CIL charge. The same 

outcomes occur for standalone office schemes. It is therefore recommended 

that a nil charge is applied to such developments. 

 The commercial leisure schemes and standalone hotel schemes tested also 

produce negative surpluses and therefore are unable to support CIL. In 

practice, these uses are increasingly incorporated as part of mixed use 

schemes, “subsidised” in viability terms by more viable uses such as 

residential. It is therefore recommended that a nil charge applies to such 

uses. 

 Each of the retail schemes tested showed some surplus, and therefore 

theoretically there is some potential to support a CIL charge. However, under 

sensitivity testing, the scope for comparison and general retail schemes to 

support CIL eroded very quickly. Mindful of the need to avoid setting charges 

at the maximum, it is therefore considered prudent to set a nil charge for 

comparison retail. Convenience retail showed greater scope to support CIL 

with all schemes able to support maximum charges in excess of £220 per 

square metre, and were still able to support a charge of £120 per square 

metre with sensitivity testing. Set at these levels, there would be a 

comfortable viability buffer such that the charges should not threaten 

the delivery of retail development which is critical to the vision of the 

Core Strategy or the delivery of the plan as a whole. 

XVII. Based on the viability outcomes of the main use categories, it is recommended that 

the ‘standard’ base CIL charge which applies to uncommon/infrequent developments 

and uses not specifically tested through the appraisals is £0 (zero) per square 

metre. 
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1. Introduction and Background 

Background 

1.1 The purpose of this study is to assess the viability of development across Reigate & 

Banstead and in particular the ability of various different development types to 

support contributions through the Community Infrastructure Levy (CIL). 

1.2 This revised assessment updates and supersedes the viability evidence which was 

prepared to inform the Council’s Preliminary Draft Charging Schedule published in 

October 2014. The revised evidence particularly takes into account: 

 Representations made during consultation on the Preliminary Draft Charging 

Schedule 

 Independent feedback from external consultants on the viability evidence 

prepared to support the Preliminary Draft Charging Schedule 

 The latest evidence of development costs and housing market dynamics in 

the borough 

Scope of the Study 

1.3 The aim of this report is to provide robust recommendations in respect of charging 

approach and levels in order to inform the Council’s Community Infrastructure Levy 

(CIL) charging schedule (CS) as required by Regulation 14 of the CIL Regulations 

April 2010 (as amended). 

1.4 In accordance with the latest CIL regulations and guidance relating to the preparation 

and evidencing of charging schedules, the specific scope of the study is to: 

 Analyse the residential and commercial property market dynamics across 

Reigate & Banstead 

 Test and advise as to the likely impact of various CIL charging levels on the 

economic viability of individual schemes and as a consequence the delivery 

of the development requirements set out in the Core Strategy as a whole 

 Test and advise as to the potential for, and efficacy of, differential charging 

with regards to geography, use type and any other relevant development 

characteristics (e.g. size) 

 Test and advise as to the interaction between CIL charging and other relevant 

policy and planning requirements; in particular affordable housing. 

Guidance and Legal Requirements 

Introduction 

1.5 The Community Infrastructure Levy (CIL) is a planning charge which allows local 

authorities in England and Wales to raise funds from developers undertaking new 
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building projects in their area. The provisions allowing local authorities to implement 

this charge came into force on 6 April 2010 through the Community Infrastructure 

Levy Regulations (as amended). 

1.6 The Levy recognises that development either has some impact on the need and 

demand for infrastructure, services and facilities or benefits from it and, as such, 

should pay a share of the costs. The Levy is also based on the premise that those 

who benefit financially from the grant of planning permission should share some of 

that gain with the community in order to fund the infrastructure needed to make 

development acceptable and sustainable. 

Legal Requirements 

1.7 Several pieces of legislation and guidance set out the requirements which a CIL 

charging schedule are required to meet. These include: 

 The Planning Act 2008 (as amended by the Localism Act 2011) 

 The Community Infrastructure Levy Regulations 2010 (as amended) 

 Community Infrastructure Levy: Guidance (June 2014) (included within the 

National Planning Practice Guidance). 

Supporting evidence 

1.8 The legislation (Section 212 (4)(B)) requires charging authorities to use “appropriate 

available evidence” to inform charging schedules, as defined in the Planning Act 

2008 Section 211 (7A). Appropriate available evidence should be consistent with 

evidence across their areas as a whole. This is important to not as the viability 

appraisals can only be ‘high level’.  

1.9 The Practice Guidance is clear that authorities should summarise their evidence of 

economic viability to show the potential effects of the proposed levy rates on 

development across the borough. This should be a broad, area-based test of viability 

except where more fine-grained analysis is required to support differential rates. 

Attention should also “be in particular on strategic sites on which the relevant plan 

relies and those sites where the impact of the levy is likely to be most significant 

(including brownfield land)” (Practice Guidance: 25-019-20140612). 

1.10 The guidance does however recognise that “available data is unlikely to be fully 

comprehensive” and that there is need to balance robust evidence “against the need 

to avoid excessive detail” (Practice Guidance: 25-019-20140612). For the purposes 

of this study, this is interpreted as meaning that time should not be wasted examining 

the impact of CIL on types of development which are rarely likely to come forward or 

which are not critical to the delivery of the Council’s Core Strategy.  

1.11 Importantly, charges “should be reasonable, given the available evidence, but there 

is no requirement for a proposed rate to exactly mirror the evidence” (Practice 

Guidance: 25-019-20140612). 
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Striking the appropriate balance 

1.12 In setting CIL rates, Regulation 14 in the amended 2014 Regulations requires 

charging authorities “to strike an appropriate balance”: this balance sits at the centre 

of the charge-setting process. 

1.13 The Practice Guidance (25-009-20140612) provides additional clarification that “the 

levy is expected to have a positive economic effect on development across a local 

plan area. When deciding the levy rates, an appropriate balance must be struck 

between additional investment to support development and the potential effect on the 

viability of developments.” 

1.14 This balance follows the National Planning Policy Framework. Paragraph 173 

highlights the importance of plans being deliverable and the need to ensure that “the 

sites and scale of development identified in the plan should not be subject to such a 

scale of obligations and policy burdens that their ability to be developed viably is 

threatened” whilst Paragraph 175 recognises that the Community Infrastructure Levy 

“should support and incentivise new development, particularly by placing control over 

a meaningful proportion of the funds raised with the neighbourhoods where 

development takes place.”  

1.15 This places emphasis on the importance of an “appropriate balance” to ensure 

development and economic growth is not prevented by high CIL rates, but also that 

CIL rates should not be so low that there is limited funding to deliver infrastructure 

necessary to support development which in turn would reduce the incentive for 

communities to support growth. It should also be recognised that there may be 

alternative sources of funding that are available for infrastructure projects. 

1.16 However, inherent in the Regulations is an acceptance that the imposition of CIL may 

put some development sites at risk. As the guidance states, “the focus should be in 

particular on strategic sites on which the relevant Plan relies” (Practice Guidance: 25-

019-20140612). This reinforces the message that charging rates do not need to be 

set so low as to protect all individual developments from being made unviable but 

should ensure that pursuit of infrastructure funding does not threaten delivery of the 

overall scale of development set out in the Core Strategy. 

Avoid the ceiling 

1.17 It is important that CIL charging rates are set in such a way as to ensure that they are 

able to absorb reasonable changes in circumstances and market movements over 

time.  

1.18 The CIL Practice Guidance makes the point that “it would be appropriate to ensure 

that a ‘buffer’ or margin is included so that the levy rate is able to support 

development when economic circumstances adjust” (Practice Guidance: 25-019-

20140612). 

1.19 As viability studies such as this adopt an “area-wide” approach, it is also not possible 

or practical to fully capture all minor variations in values and costs which exist 

between individual sites. Clearly this can work both ways (it can improve as well as 
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worsen viability) but it nonetheless adds further weight to incorporating a ‘buffer’ 

when charge setting. The reductionary pressure which CIL places on land values will 

also take some time to feed through to the land market: at least in the short term, 

making allowance for a ‘buffer’ will help support this transition and avoid a short-term 

logjam in delivery. 

Differential charging 

1.20 The CIL Regulations (Regulation 13) allow charging authorities the flexibility to vary 

charges in a number of ways. The Practice Guidance (25-021-20140612) elaborates 

on this, suggesting that differential rates may be appropriate in relation to: 

 geographic zones; 

 types of development (which may or may not be tied to the Use Classes 

Order); and/or 

 scales of development (which could include floorspace or number of 

dwellings) 

1.21 The guidance makes clear that any variations in CIL charges must be justified by 

viability and cannot be used to deliver policy objectives. Charging authorities should 

avoid undue complexity, ensure that differential rates would not have a 

disproportionate impact on a particular sectors or forms of development and ensure 

State Aid compliance. 

Related Work 

1.22 In addition to the economic viability study, charging authorities are required to identify 

the total cost of additional infrastructure required to support development across their 

area. 

1.23 For this, the Council has relied on its Infrastructure Delivery Plan (IDP) (published 

May 2012) which provides an overview of current provision for infrastructure and a 

detailed assessment of future infrastructure needs based on the levels of growth 

anticipated in the Core Strategy. 

1.24 The IDP identifies the expected costs of delivering the necessary infrastructure within 

the borough and also any funding sources available or likely to be available to meet 

these costs. The purpose of identifying infrastructure projects through the IDP is to 

demonstrate that there is a justifiable reason for charging CIL. It does not necessarily 

assure future spending of CIL on those projects. 

1.25 To support the Draft Charging Schedule and ensure the latest position is presented 

in terms of infrastructure needs and funding, a factual update of the projects 

contained within the schedules to the May 2012 IDP was carried out in conjunction 

with infrastructure providers. This was done to ensure that all relevant projects were 

captured and any realistic alternative funding sources were reflected. 

1.26 This update process has identified that the total cost of infrastructure which still 

needs to be delivered to support the growth planned in the Core Strategy is £210 
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million. Available and anticipated funding totalling between £135 and £155 million 

has been identified (depending upon whether contributions are secured from the 

North West Sector through section 106), leaving an aggregate funding gap of 

between £55 and £75 million. 

1.27 In line with the latest guidance, consideration has also been given to the monies and 

contributions raised in recent years in Reigate & Banstead through s106 agreements 

and the level of affordable housing secured on relevant schemes compared to policy 

requirements.1 This provides some illustration of the level of contributions obligations 

which have historically been supported by schemes in the borough. 

1.28 In terms of section 106 contributions, this analysis indicates that the Council has 

signed agreements with a total value of over £9.2 million over the past 7 years, 

equivalent to £1.3 million per annum. These figures account for financial 

contributions only (i.e. excluding in-kind works) and also exclude agreements signed 

on “exceptional” development such as the Horley North East Sector. Monies 

collected over the past three years have totalled just over £1.9 million per annum. 

1.29 For affordable housing, over the period of analysis, the Council’s requirement would 

have been that previously set out in the Borough Local Plan 2005 – i.e. 25% of 

homes to be affordable on sites of 15 or more units. This target has been missed 

slightly over the past seven years, with a figure of 21% achieved. Overall delivery of 

affordable housing has however slightly exceeded the target at 108 units per annum 

(against a target of 100).  

                                                            
1
 Detailed analysis is summarised in a separate paper: Background evidence of recent section 106 contributions and affordable 

housing (November 2014). Available at: https://www.reigate-
banstead.gov.uk/planning/planningpolicies2/communityinfrastructure/index.asp  

https://www.reigate-banstead.gov.uk/planning/planningpolicies2/communityinfrastructure/index.asp
https://www.reigate-banstead.gov.uk/planning/planningpolicies2/communityinfrastructure/index.asp
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2. Development Context 

Introduction 

2.1 The spatial distribution and scale of future development will have important 

implications for charge setting and viability assessment. It will: 

 Inform the identification of the development and use types which are likely to 

contribute to the growth of the borough during the plan period and the 

locations where most development is proposed to occur. This “pattern” will 

inform the scope of viability testing which is carried out 

 Allow for an assessment of the relative importance of particular types of 

development or locations for growth to the delivery of the Core Strategy 

policies and objectives as a whole. This is crucial to informing the appropriate 

balance required by the regulations and ensuring that development which is 

strategically important to plan delivery is not jeopardised. 

Spatial Context to Development 

2.2 The Core Strategy structures the spatial strategy around three geographic areas, 

with the characteristics of each shaping the nature and scale of growth in the future. 

These three areas are: The North Downs, The Wealden Greensand Ridge and The 

Low Weald. 

The North Downs 

2.3 The North Downs is characterised by a main urban/suburban area stretching 

between Banstead and Tadworth. In addition, the area includes a number of smaller 

settlements and rural villages, all set within the Green Belt. The main employment 

provision in the North Downs area comprises two small designated employment 

areas and several large office campuses set within the Green Belt.  

2.4 In development terms, the nature of this area is such that large development 

opportunities are limited; however, there is some scope for growth in and around 

Banstead centre and through regeneration in the Preston (Tadworth) area. The latter 

is an important objective of the Core Strategy.  

2.5 In this area, a large proportion of housing development has historically come forward 

as windfalls, particularly through residential intensification schemes and back garden 

land development. The Core Strategy specifically recognises that there remains 

scope for this to continue moving forward (paragraph 6.4.5). However, only a small 

allowance (50 dwellings per annum) from windfalls is relied upon in order to meet the 

housing target over the plan period. On balance, such developments are not 

therefore crucial to the delivery of the plan as a whole. 
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2.6 Only limited employment and retail growth is planned for the North Downs area; the 

contribution of this area is therefore not critical to plan delivery. 

The Wealden Greensand Ridge 

2.7 The Wealden Greensand Ridge is the most urban part of the borough, containing the 

main and most accessible settlement areas of Redhill and Reigate. It is also home to 

a number of the borough’s employment areas, including the large estate at 

Holmethorpe and business areas around the two main town centres. 

2.8 In development terms, Redhill is the borough’s largest town and is identified as 

having high capacity for change. Large scale, high density, mixed-use regeneration 

proposals are planned in the town centre and will deliver significant residential, retail 

and employment growth. Delivering development in this location is important to the 

overall objectives of the Core Strategy. 

2.9 Regeneration opportunities in Merstham will also provide smaller scale housing 

growth as well as improved local facilities. As with Preston, the delivery of 

regeneration in this area is an important Core Strategy objective; however, many of 

the planned projects in this area already benefit from planning consent and 

construction is likely to commence prior to adoption of CIL. 

2.10 Reigate and the remainder of the Wealden Greensand Ridge area has a varied 

character, with the town centre itself constrained by its designation as a Conservation 

Area. As such, despite its relatively accessible nature, opportunities for development 

within the urban area are more limited. Some continued small scale residential 

windfalls are likely; however, growth in the urban area in this location is not 

fundamental to the overall plan. 

2.11 Within the Wealden Greensand Ridge area, the Core Strategy also identifies the 

need for urban extensions (predominantly for housing) to the East of 

Redhill/Merstham and South/South West of Reigate. These locations will deliver a 

combined total of up to 1,400 homes during the plan period, most likely through a 

number of sites rather than single large developments. Development of this nature is 

important to the overall strategy and delivery of housing. 

The Low Weald 

2.12 The main town in the Low Weald is Horley, with other smaller settlements located 

along the A23 corridor. The area is also home to one of the borough’s largest 

employment areas located just off the A23 at Salfords. 

2.13 In development terms, major housing development is planned through two new 

neighbourhoods to the north of Horley. The North East Sector is close to completion 

and will not be affected by the CIL regime. The North West Sector (NWS) – which will 

provide over 1,500 homes and is essential to plan delivery – recently received outline 

planning consent. Whilst in all likelihood, development will commence on the site 

prior to the adoption of CIL, the Council’s CIL approach needs to recognise (although 

unlikely) that there is a possibility that the development consortium could chose to 

proceed with a different application after CIL has been adopted. 
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2.14 Horley town centre is an identified regeneration area. As with Redhill, this area is 

expected to deliver additional homes, most likely through higher density 

development, and to a lesser extent retail growth. 

2.15 During the plan period, further small scale urban extensions are also planned to 

provide additional housing around Horley which will deliver a combined total of up to 

200 homes. 

Housing Delivery 

2.16 New housing represents the most strategically significant form of future development 

and growth in Reigate & Banstead. Core Strategy Policy CS13 plans for the delivery 

of at least 6,900 additional homes between 2012 and 2027, equating to an average 

of 460 per year. 

2.17 The Core Strategy proposes an ‘urban areas first’ approach to housing delivery, 

seeking to located at least 5,800 homes in the existing urban areas, in particular the 

priority areas for growth and regeneration and the North West Sector at Horley. 

2.18 As well as these identified larger opportunities, windfall developments are likely to 

continue to play a part in future housing supply. However, delivery of the housing 

target relies on only a modest contribution from such developments (50 dwellings per 

annum). Furthermore, no reliance is placed on residential intensification schemes 

(such as back garden or infill development): whilst these developments may continue 

to come forward, they are effectively a “bonus” element of housing supply. 

2.19 The Core Strategy recognises that, during the life of the plan, opportunities within the 

urban area are likely to become more limited. As such it identifies three broad 

locations beyond the current urban area where sites for sustainable urban extensions 

will be allocated. Sites within these areas are intended to be brought forward when 

necessary to maintain a five year housing supply. These locations, and their 

indicative capacities, are set out below: 

 Countryside beyond the Green Belt around Horley: up to 200 homes 

 Land to the East of Redhill and East of Merstham: up to 700 homes 

 Land to the South and South West of Reigate: up to 700 homes. 

2.20 Evidence in the Council’s SHLAA suggests that these indicative capacities are likely 

to be delivered across a number of separate sites rather than through one individual 

scheme, largely due to land availability and ownership.  

2.21 Based on the distribution proposed by the Core Strategy and using information 

extracted from the latest Strategic Housing Land Availability Assessment (SHLAA) 

and housing monitoring data, Figure 1 demonstrates the anticipated distribution of 

housing delivery across the borough over the plan period. 
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Figure 1: Illustration of housing delivery to 2027 

 

 

2.22 This analysis of the spatial context for housing delivery has a number of important 

implications for the assessment of CIL viability: 

 Horley North West Sector is strategically important to the delivery of the Core 

Strategy: this greenfield site has outline planning consent but the viability to 

afford CIL should be tested to allow for the possibility that these proposals 

change or are amended after CIL is adopted. 

 Urban and greenfield developments (in the form of urban extensions) will 

make a contribution to delivery of the strategy: it is therefore necessary to test 

both 

 In particular, town centre locations in Area 2a (Redhill) and Area 3 (Horley) 

are both planned to deliver significant amounts of housing, particularly 

through high density developments: viability of these types of schemes in 

these locations is therefore an important consideration 

 Development in the Preston regeneration area (Tadworth) is a key objective 

of the Core Strategy and also makes an important contribution to overall 

housing delivery 

 A relatively small annual reliance is placed on small urban windfall sites over 

the plan period (50 per annum): they are not therefore critical to plan delivery. 
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These developments come forward most frequently in the north and central 

areas of the borough. 

 The margin between land supply and housing requirements across the plan 

period (as indicated in the Council’s latest trajectory) is relatively comfortable 

(particularly given the very low windfall assumptions) and there is therefore a 

degree of flexibility for sites to not come forward: this is an important 

consideration in the determining the “appropriate balance”. 

Other forms of residential development 

2.23 In light of the projected continuation in population ageing in Reigate & Banstead and 

throughout the South East, it is possible that schemes geared towards the older 

population or those with specialised care needs could increasingly be required in the 

borough in future. The following types of schemes have therefore been appraised: 

 Specialist Close Care and Nursing Homes – these schemes fall under Use 

Class C2 and provide a large element of on-site personal care (i.e. assistance 

with basic daily tasks) or specialist nursing care (i.e. for those with physical 

disabilities or those suffering from dementia for example). 

 Retirement or Sheltered Housing – these schemes fall under Use Class C3 

and provide age-restricted accommodation of a similar format to conventional 

general needs housing but with some minor adaptations. Such schemes have 

limited or no on-site care. 

2.24 Whilst such schemes are encouraged in Core Strategy Policy CS14 in recognition of 

the continued ageing population in the borough, such developments represent the 

accommodation of choice for only a fraction of the older population with most 

preferring to carry out adaptations to enable them to stay in their own homes. These 

schemes are therefore not critical to the overall delivery of the Core Strategy but 

have nonetheless been tested for completeness. 

Non-Residential Development 

Employment (B-class) development 

2.25 The Core Strategy plans for the delivery of approximately 46,000sqm of additional 

employment floorspace across the borough over the next 15 years to meet local 

needs. This is broadly comprised as follows: 

Table 1: Planned employment development to 2027 ( 

Use Class Floorspace Requirement (sqm NIA) 

B1(a): Office 11,000 

B1(b), B1(c), B2: Industry 0* 

B8: Warehousing 35,000 

 46,000 sqm 
Source: RBBC Core Strategy (Figure 7) and evidence base document Updating the Economic Evidence 

Base (July 2011) *Evidence actually indicates a decline of almost 7,000sqm of industrial type floorspace over 

the plan period; however, to ensure flexibility the CS does not quantify this decline  
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2.26 Table 1 above demonstrates that the majority of future demand and growth is 

projected to be for warehouse/distribution type uses. The evidence does however 

demonstrate some continued growth in demand for office accommodation over the 

plan period. 

2.27 In terms of spatial distribution, no new allocations of land are required to deliver the 

local needs identified: the Core Strategy plans to accommodate this future growth by 

making better use of existing sites in the borough’s employment areas, including 

within town centres. Industrial and distribution floorspace growth is likely to come 

through the redevelopment of existing underused or cleared sites within existing 

industrial estates: most likely in Horley, Salfords and Redhill as limited capacity exists 

in Reigate and the north of the borough. 

2.28 For office accommodation, the Core Strategy directs growth predominantly towards 

Redhill town centre, as part of town centre regeneration. 

2.29 The spatial context for employment development has a number of implications for 

this study: 

 New development is likely to be focussed on existing brownfield employment 

sites: viability of such sites is therefore important 

 Area 2a (Redhill), and specifically the town centre, is planned as the main 

location for future office growth – viability in this area is therefore strategically 

important 

 Any future strategic employment development which may be required in the 

longer term (either as part of Gatwick Diamond/Coast to Capital LEP 

aspirations or as a result of any future expansion of Gatwick Airport) may 

warrant individual consideration in future. 

Retail development 

2.30 The Core Strategy plans for an additional 11,700sqm of convenience floorspace and 

at least 25,800sqm of additional comparison floorspace over the period to 2027 to 

cater for the needs of the existing and future population.  

2.31 Core Strategy Policy CS7 sets out that majority of new retail space (both 

convenience and comparison retail) will be directed towards Redhill town centre, to 

strengthen its role and market share as a primary shopping centre and to support its 

regeneration.  

2.32 Policy CS8 plans for the delivery of 15,500sqm of additional comparison floorspace 

within Redhill town centre along with 7,000sqm of additional convenience floorspace. 

Convenience floorspace is anticipated to be delivered through larger scale 

supermarket developments, two of which already benefit from consent. 

2.33 Some modest additional retail space (both comparison and convenience) is planned 

for Horley. 

2.34 Only limited growth is planned for other town centres – including Banstead and 

Reigate – as well as the borough’s other smaller local centres. Any schemes in these 
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locations are likely to be of small or medium scale, reflecting their character and 

function to ensure that these centres continue to cater for the needs of people living 

nearby. 

Other commercial and leisure use types 

2.35 The three use categories discussed above will constitute the bulk of future growth 

and development in the borough during the period to 2027. However, in addition to 

these, the Council has identified a number of other uses which are potentially 

important even though they may not deliver a significant amount of floorspace. The 

following use types will be specifically appraised to determine whether there is any 

scope to support a CIL charge: 

 Hotels – the Council’s Hotel & Guest Accommodation study identifies that 

194 additional rooms may be required across the borough by 2026. These 

are most likely to be located in Redhill (as the main employment, leisure and 

retail centre) and Horley (due to its proximity to Gatwick Airport). Such uses 

could also contribute to regeneration in these areas. Permission has already 

been granted for a 70 bed hotel as part of a mixed-use regeneration scheme 

in Redhill town centre. Although not critical to plan delivery, these uses are 

worthy of viability testing. 

 Commercial leisure (Cinema) – in support of regeneration in Redhill, 

additional leisure facilities are planned and could come forward in the town 

centre. Planning permission has already been granted in Redhill town centre 

for a commercial gym and there is an identified need (and demand) for a 

multi-screen cinema within the town centre. There is also potential demand 

for leisure uses in Horley. Given the potential contribution of these uses to 

regeneration, it is sensible to test viability. 

Uses not separately appraised 

2.36 Some uses do not merit specific viability appraisal because they are not critical to the 

delivery of the Core Strategy or because they are intrinsically related to (and thus 

covered by) the assessment of one of the broader categories above: 

 Cafes, Restaurants and Takeaways – such uses are likely to be located 

within town/local centres, competing for the same types of premises and units 

as retail uses and thus experiencing broadly similar rental or valuation 

variables. Therefore they are covered by the appraisal of the broader retail 

category. 

 Pubs and Clubs – such uses are likely to be located within town centres, 

competing for the same types of premises and units as retail uses and thus 

experiencing broadly similar rental or valuation variables. Therefore they are 

covered by the appraisal of this broader category rather than separate 

appraisal. 

 Vehicle Sales – vehicle sale and display garages are likely to occupy the 

same sorts of sites and locations as industrial uses. Therefore, viability will be 

covered by the assessment of the viability of industrial/warehouse type 

developments. 
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3. Assessment Methodology 

Appraisal Methodology 

3.1 Viability appraisal is central to identifying and demonstrating charging rates which 

can be supported financially by the majority of development proposed in the Core 

Strategy to ensure that plan delivery is not jeopardised. 

3.2 The assessments in this study adopt industry standard appraisal techniques to 

assess a series of hypothetical but typical schemes within Reigate & Banstead. 

General Approach 

3.3 In the main, the appraisals in this study were run using the residual method of 

valuation and were carried out in line with accepted practice as set out in RICS 

Valuation Information Paper (VIP) 12, the RICS guidance on Financial Viability in 

Planning2 and the Harman report Viability Testing Local Plans3. The methodology is 

summarised below: 

Figure 2: Principles of residual appraisal 

 

 

 

  

 

 

 

 

 

 

Total Development Costs – all costs incurred by the developer in carrying out the 

development including: construction costs, costs for opening up, external works and 

enabling infrastructure (roads, utilities, landscaping), contingency, professional fees, 

finance and interest payments on the aforementioned. 

                                                            
2 Available at: http://www.pas.gov.uk/viability/-/journal_content/56/332612/4079553/ARTICLE 
3 Available at: http://www.nhbc.co.uk/NewsandComment/Documents/filedownload,47339,en.pdf  

Residual 
Following deductions 
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Development 
Value (GDV)  
Total income from 
completed development 
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Following deductions 
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Planning 
Requirements & 
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Land Value Benchmark Residual Land 

Value 
Total available to pay for 

land 

GDV Costs of Development Profit Land Value - - = 

http://www.pas.gov.uk/viability/-/journal_content/56/332612/4079553/ARTICLE
http://www.nhbc.co.uk/NewsandComment/Documents/filedownload,47339,en.pdf
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Planning Requirements and Contributions – the costs associated with complying 

with all relevant policies including: sustainable construction, site specific 

infrastructure and affordable housing (but assuming no local CIL. 

Developers Profit – the competitive return to compensate the developer for the risk 

taken (often expressed as a percentage of development cost or final value). 

Residual Land Value – the total amount available to pay for the land once all other 

development costs have been accounted for.  

3.4 The mathematical modelling and formula of residual appraisals is relatively simplistic 

and well established. A bespoke in-house spreadsheet model has been used for the 

appraisal of urban sites, following the mechanics of industry standard software. The 

approach and model used to appraise strategic scale greenfield schemes is 

discussed below. 

Strategic Greenfield Residential Schemes 

3.5 For strategic scale greenfield housing schemes (Horley North West and urban 

extension schemes), a discounted cash flow model (HCAs Development Appraisal 

Tool (DAT)) was adopted instead of the standard residual model. One of the 

weaknesses of the standard residual model is its ability to deal with developments 

which span long time periods or are completed in a number of phases. Conversely, 

the cash flow model is able to reflect the phasing of developments, the timing of 

development costs and land payments and the impact which these can have on 

viability. The HCAs DAT was selected as this is an industry accepted model. 

3.6 The approach taken in appraising these schemes was to input all development costs 

(including land and developer profit but excluding CIL liabilities) to find a Net Present 

Value (NPV). MS Excel’s in-built “Goal Seeking” function was then used to find the 

maximum viable level of CIL by setting the net present value of the development to 

£0. 

Sensitivity Testing 

3.7 The inputs used in the appraisals are drawn from a detailed assessment of local 

market conditions and established construction industry data to ensure robustness as 

far as possible. However, appraisals of a strategic nature such as this are necessarily 

subject to a number of inputs which can vary not only geographically but also over 

time. 

3.8 In order to inform the appropriate “buffer” which should be adopted from the 

maximum viable CIL levels, each of the schemes tested has been subject to 

sensitivity testing. This testing considered adverse scenarios for two main variables – 

sales values/rental values and build costs (commonly 2.5% to 5% movements), to 

ensure that the recommended CIL charges would remain viable in the event of 

relatively normal market movements. 
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Identifying land value benchmarks 

3.9 The CIL regulations and guidance do not prescribe any particular approach which 

should be taken to identifying land value benchmarks. A number of alternative 

approaches are often used interchangeably to ascertain reasonable benchmarks 

such as the market value (using comparable transactions) approach or existing use 

value (EUV) approach.  

3.10 The EUV approach is a reflection of the value of a site in its current use (EUV) or any 

other potential uses (AUV) for which it may reasonably be used in its current form. 

For an area-wide study such as this (i.e. non site specific), this approach requires 

anticipation of what represents a “typical” existing use: this has challenges given that 

schemes can potentially come forward on a variety of different sites in different 

locations within the borough, all of which will have individual assumptions regarding 

existing use. It also requires an arbitrary assessment of what is a reasonable uplift to 

motivate the landowner to release the site and, whilst there is some emerging 

consensus in the industry with regards to uplift4, in reality, the concept of what is 

‘reasonable’ is highly subjective and will be dependent upon the site, its current use, 

its geography and intentions and motivations of the individual landowner5. For these 

reasons, whilst the EUV approach has some merit in the consideration of greenfield 

sites, it must be treated with a degree of caution when considering brownfield values 

in strategic level studies such as this. 

3.11 The market value approach uses comparable transactional information of values 

achieved on similar sites (whether with or without consent) to determine a reasonable 

value for another site. When carried out comprehensively this method is a simple 

way to identify the type of value benchmarks – particularly for urban/brownfield sites - 

appropriate for a strategic study such as this.  

3.12 However, as the RICS guidance note on Financial Viability in Planning (August 2012) 

recognises (paragraph 3.4.5)6, appropriate benchmark site values will normally be 

less than current market prices for development on land for which planning 

permission has been secured and where planning obligations are known. It is also 

important to recognise that historic transactions will have been made on the basis of 

past policy and financial burdens on the price achieved which, in the case of Reigate 

& Banstead, have been markedly lower both in terms of affordable housing and 

infrastructure contributions than the currently emerging position. 

3.13 For these reasons, it has been accepted practice in a number of CIL examinations 

(including Mayor of London, Great Norwich Development Partnership (GNDP) and 

Sandwell) to apply a discount to market/transactional values in order to derive 

                                                            
4
 For example, the HCA Transparent Viability Assumptions paper notes that appeal decisions and examinations have come to 

varied conclusions ranging from 10% to 30% in urban areas to a factor increase of 10-20 times for greenfield agricultural land 
reflecting the common theory of a “life changing event”. 
5
 For example, the landowner of a large farm is likely to require more significant premium (in percentage terms) than the owner 

of a large residential house in a large plot. Any level of uplift would also be dependent upon the demand in the market for the 
site in its existing use and thus in circumstances of low demand or a particularly depressed market, lower premiums could be 
expected. 
6 Available at: http://www.pas.gov.uk/viability/-/journal_content/56/332612/4079553/ARTICLE  

http://www.pas.gov.uk/viability/-/journal_content/56/332612/4079553/ARTICLE
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appropriate benchmark land values. In the GNDP examination, the Inspector took 

this a step further and quantified an appropriate discount as follows: 

Obviously what individual land owners will accept for their land is very 

variable and often depends on their financial circumstances. However in the 

absence of any contrary evidence it is reasonable to see a 25% reduction in 

benchmark values as the maximum that should be used in calculating a 

threshold land value. 

3.14 For the purposes of this study, the following approach has therefore been adopted to 

identify appropriate land value benchmarks: 

 For brownfield urban land, the discounted market value approach has been 

adopted to establish an appropriate benchmark. This transactional data has 

then been triangulated against benchmarks such as the VOA Property Market 

Reports, consultants research such Savills Market in Minutes or Colliers 

Industrial Rents/Values Map to “sense check” and add robustness. 

 For greenfield, non-urban land, the market value approach has been adopted; 

however, due to the limited sample of transactions this has been “sense 

checked” by using the EUV (agricultural) multiplied by industry standard 

premiums. Headline land values for agricultural sites for the EUV approach 

have been sourced from industry research. 

3.15 Detailed evidence to support benchmark land values is included in Appendix 1, with 

commentary on the benchmark values chosen set out in Section 4. 

Presentation of Outputs and Recommendations 

3.16 Having used the methodology outlined above to calculate the residual value 

generated by each hypothetical scheme, this residual is then compared with the ‘land 

value benchmark’, which is the minimum value which a landowner would be likely to 

accept to release their land for development. 

3.17 The process of comparison is illustrated in the Viability Summary table set out in 

Appendix 1. Whilst there is inevitably a margin of uncertainty, the central assumption 

adopted for a strategic study such as this is: 

 If the residual value generated is less than the benchmark value (or for 

strategic greenfield developments, if the net present value was less than £0), 

development is not financially viable. This means that unless the 

circumstances change or landowner/developer motivations are abnormal, 

development would not proceed. 

 If the residual value and the benchmark values are equal (or the net present 

value equals £0), the development may be viable but there is no surplus to 

afford CIL. There is also inherently more risk if variables were to change. 

 If the residual value exceeds the benchmark value (or net present value 

exceeds £0), the development is viable. The difference between the residual 

and benchmark values is the maximum amount (or – in the words of the 
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guidance – the “ceiling”) that may be available to fund CIL. This is shown as a 

absolute figure and rate a per square metre of chargeable development in the 

summary table. 

3.18 As mentioned above, these outputs are in effect the maximum viable level of CIL 

which can be sustained by each type of development in an area. Recommendations 

for charging levels are however set somewhat below this to ensure that the “ceiling” 

is avoided and flexibility exists to cope with reasonable fluctuations in the market. For 

each recommended charging level, the percentage “margin” against the actual 

viability evidence is shown: these vary according to a range of considerations 

(particularly reflecting the importance of certain development types to plan delivery 

and the need to balance risk of non-delivery in each case as per the guidance). 
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4. Appraisal Inputs and Variables 

Establishing Schemes for Testing 

4.1 The latest CIL guidance suggests that evidence on economic viability should use an 

area-based approach which takes a broad, strategic view. As such, the study 

appraises a series of hypothetical schemes which reflect the type of sites and 

developments which come forward in the borough. The study also specifically 

appraises the Horley North West Sector development given its strategic importance 

to the Core Strategy.  

Residential Schemes 

4.2 A wide range of hypothetical residential schemes have been developed for 

assessment to ensure that the evidence is sufficiently fine-grained to reflect the 

diverse opportunities which come forward in Reigate & Banstead. These notional 

schemes were derived by reference to types of development planned (or anticipated) 

to come forward in order to deliver the Core Strategy, historic development trends 

within the borough and the broad types of opportunities identified through the 

Council’s SHLAA. 

4.3 The latest guidance indicates that local planning authorities should test major 

strategic sites as separate geographic zones where this is justified by viability 

evidence. For Reigate & Banstead, the Horley North West Sector development is 

strategically important to the Core Strategy and has the potential to make a 

significant contribution to infrastructure funding. It is a large greenfield allocation 

which attracts certain specific infrastructure requirements and it is therefore prudent 

to appraise this site individually to determine whether it should be approached 

differently from other sites. Similarly, further urban extensions on greenfield land are 

proposed in three areas in the borough: again, given the different characteristics of 

these types of schemes, they will be assessed separately. 

4.4 The densities adopted in the study take account of local policy requirements, typical 

development locations and analysis of recent residential permissions in the borough 

(analysis of which is summarised in Table 2). On the basis of this combined analysis, 

the following density assumptions are adopted for urban residential developments: 

 Housing schemes up to 10 units: 30dph 

 Housing schemes over 10 units: 35 dph 

 Flat schemes up to 25 units: 90 dph 

 Flat schemes over 25 units: 125 dph 

4.5 For urban extension schemes, a more modest density of 24 dph (net developable 

area). This takes account of the likely design requirements and need for a sensitive 

transition to surrounding countryside. 
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Table 2: Densities achieved on residential permissions (2009 to 2014) 

Scheme Size Flat only schemes Other housing schemes 

1 to 9 units 85.1 dph (51 schemes) 30.0 dph (161 schemes) 

10 to 19 units 90.6 dph (34 schemes) 35.6 dph (27 schemes) 

20 to 49 units 93.2 dph (7 schemes) 38.2 dph (11 schemes) 

50 to 100 units 143.7 dph (3 schemes) 40.8 dph (1 schemes) 

100 units+ 240.8 dph (2 schemes) 38.8 dph (4 schemes) 

Average 92.0 dph (98 schemes) 31.3 dph (204 schemes) 
Source: RBBC Monitoring Data 

NB: The figures in this table include only new build schemes (as conversions/changes of use can often skew 

density upwards) and do not include schemes in Residential Areas of Special Character which are not typical 

of normal development (or normal values) in the borough. The figures also include schemes previous urban 

extension schemes including Watercolour, Park 25 and Horley North East. 

4.6 The development mixes adopted for each scheme reflect the types and composition 

which typically come forward in the borough (based on recent real-life schemes). For 

the purposes of completeness and robustness, schemes requiring different levels of 

affordable housing provision (i.e. of different sizes) (including both financial 

contributions and on-site provision) in the Core Strategy have been tested to ensure 

any potential differential impacts are analysed and captured. 

4.7 Taking account of the above, the following residential schemes were tested. 

Reflecting the development context of the borough, certain schemes were only tested 

at selected Value Levels (which are set out in  

4.8 Table 6). For example very high density flat schemes were only tested at Value Level 

1 which corresponds with Redhill and Horley town centres. Conversely, the house 

schemes were not tested in Value Level 1 (as they are not likely to come forward in 

town centre locations). 

Table 3: Residential scenarios tested 

Development 
Type 

Development 
Mix 

Affordable 
Housing 

Total Site 
Area (ha) 

Density Tested 
at 

Urban schemes 

1 unit scheme 1 x 4 bed house 10% eq. 
contribution 

0.03 30dph VL2 to 
VL4 

3 unit scheme 2 x 4 bed house 
1 x 5 bed house 

10% eq. 
contribution 

0.10 30dph VL2 to 
VL4 

7 unit scheme 4 x 3 bed house 
2 x 4 bed house 
1 x 5 bed house 

10% eq. 
contribution 

0.23 30 dph VL2 to 
VL4 

10 flat scheme 10 x 2 bed flat 20% eq. 
contribution 

0.15 80dph VL1 to 
VL4 

10 unit scheme 2 x 2 bed house 
4 x 3 bed house 
4 x 4 bed house 

20% eq. 
contribution 

0.29 35dph VL2 to 
VL4 

14 unit scheme 1 x 2 bed house 
8 x 3 bed house 
5 x 4 bed house 

20% eq. 
contribution 

0.4 35dph VL2 to 
VL4 

15 unit scheme 4 x 2 bed house 
5 x 3 bed house 

30% on site 
(Rent: 2 x 2 bed house) 

0.43 35dph VL2 to 
VL4 
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4 x 4 bed house 
2 x 5 bed house 

(Intermediate: 1 x 2 bed, 
2 x 3 bed house) 

20 flat scheme 3 x 1 bed flat 
17 x 2 bed flat 

30% on site 
(Rent: 2 x 1 bed flat) 
(Intermediate: 1 x 1 bed, 
3 x 2 bed flat) 

0.21 90dph VL1 to 
VL4 

25 unit scheme 3 x 2 bed house 
14 x 3 bed house 
5 x 4 bed house 
3 x 5 bed house 

30% on site 
(Rent: 2 x 2 bed, 1 x 3 
bed house) 
(Intermediate: 1 x 2 bed, 
3 x 3 bed house) 

0.71 35dph VL1 to 
VL4 

50 flat scheme 15 x 1 bed 
35 x 2 bed 

30% on site 
(Rent: 6 x 1 bed flat) 
(Intermediate: 4 x 1 bed 
flat, 5 x 2 bed flat) 

0.38 125dph VL1 

100 flat scheme 20 x 1 bed 
80 x 2 bed 

30% on site 
(Rent: 12 x 1 bed flat) 
(Intermediate: 8 x 1 bed 
flat, 10 x 2 bed flat) 

0.77 125dph VL1 

Non-Urban Greenfield 

300 unit “urban 
extension 
scheme” 

9 x 1 bed flat 
30 x 2 bed flat 
61 x 2 bed house 
96 x 3 bed house 
104 x 4+ bed 
house 

30% on site 
(Rent: 6 x 1 bed flat, 9 x 
2 bed flat, 12 x 2 bed 
house, 6 x 3 bed house, 
3 x 4 bed house) 
(Intermediate: 3 x 1 bed 
flat,15 x 2 bed flat, 27 x 
2 bed house, 9 x 3 bed 
house) 

12.5* 24dph VL2 

150 unit “urban 
extension 
scheme” 

5 x 1 bed flat 
15 x 2 bed flat 
30 x 2 bed house 
49 x 3 bed house 
51 x 4 bed house 

30% on site 
(Rent: 3 x 1 bed flat, 5 x 
2 bed flat, 6 x 2 bed 
house, 3 x 3 bed house, 
1 x 4 bed house) 
(Intermediate: 2 x 1 bed 
flat,7 x 2 bed flat, 13 x 2 
bed house, 5 x 3 bed 
house) 

6.25* 24dph VL2 

Horley North West 
(1,510 units) 

46 x 1 bed flat 
152 x 2 bed flat 
300 x 2 bed 
house 
486 x 3 bed 
house 
526 x 4+ bed 
house 

30% on site 
(Rent: 30 x 1 bed flat, 45 
x 2 bed flat, 60 x 2 bed 
house, 34 x 3 bed 
house, 12 x 4 bed 
house) 
(Intermediate: 16 x 1 
bed flat, 77 x 2 bed flat, 
136 x 2 bed house, 45 x 
3 bed house) 

55.8* c.27dph 
 

VL2 

*For non-urban scenarios, the site areas used are net developable areas.  

4.9 In addition to conventional housing/flat schemes, a number of other older persons or 

“later life” forms of residential development have been appraised separately as part 

of the study. These are: 

 Age restricted retirement or sheltered housing developments falling under 

Use Class C3 

 Specialist close care homes falling under Use Class C2 

4.10 Whilst it is accepted that there is a continuation of population ageing in Reigate & 

Banstead and throughout the South East, these forms of specialist retirement/later 

life schemes represent the housing choice for only a fraction of the older population 

and therefore such uses are not identified as being critical to the delivery of the 

Council’s Core Strategy. Nonetheless, the have been tested for the purposes of 
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completeness and in light of the scrutiny which such uses have received at CIL 

examinations in neighbouring areas. The mix assumptions for each scheme are set 

out in Table 4 and are underpinned by analysis of recent schemes which have 

occurred in and around the borough: 

Table 4: Development assumptions for retirement and care home scenarios 

Matter Retirement/Age Restricted 
Housing (C3) 

Specialist Care Home (C2) 

Number of units 60 units 40 rooms 

Total site area (ha) 0.48 ha 0.50 ha 

Density 125 dph 80 rooms per hectare 

Mix of units 30 x 1 bed flat  
30 x 2 bed flat 

30 x single suite 
10 x disability suite  

Affordable housing 30% (7 x 1 bed flat: rent; 11 x 1 bed: 

intermediate) 

N/A 

Unit size 1 bed: 60sqm 
2 bed: 80sqm 

Single suite: 22sqm 
Single suite (disability): 
35sqm 

Saleable:communal 4,200: 1,476 
Approx 75:25 

705: 295 
Approx 70:30 

Non – Residential Schemes 

4.11 Commercial schemes were again developed with reference to the borough’s records 

of recently completed and pipeline schemes and evidence of identified opportunities 

contained within the Council’s economic evidence base. The modelled schemes 

cover a range of planning use classes in order to fully test the impact of CIL liabilities 

on commercial development and to provide sufficiently fine-grained sampling to 

support setting differential rates should the Council decide to adopt such an 

approach.  

4.12 Site coverage assumptions are based on analysis of recent commercial permissions 

in the borough which indicate the following: 

 Industrial (5 new build schemes ranging from 640sqm to 4,500sqm): Site 

coverage from 42% to 54% with an average of 49% 

 Office (4 town/edge of town centre schemes ranging from 850sqm to 

5,750sqm): Site coverage from 86% to 153% with an average of 107% 

 Office (1 out of centre “campus” scheme of 8,170sqm): Site coverage of 

60%  

 Retail (3 town centre supermarkets from 3,970sqm to 7,900sqm): Site 

coverage of 65% to 71% with an average of 68% 

 Retail (1 out/edge of centre supermarket of 5,840sqm): Site coverage of 

45% 

 Retail (1 town centre comparison scheme of 3,960sqm): Site coverage of 

200% 
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Table 5: Non-residential scenarios tested 

Use Scheme Type Gross 
floorspace 

(sqm) 

Net 
floorspace 

(sqm)* 

Site area 
(ha) 

Approx 
site 

coverage 

Mixed B 
Industrial & 
Distribution 

Single unit: small 500 500 0.1 50% 

Single unit: large 2,000 2,000 0.4 50% 

6 units: mixed sizes 3,000 3,000 0.6 50% 

Retail 

Comparison: medium single 
storey town centre 

365 280 0.05 75% 

Comparison: large two storey 
town centre (with mezzanine) 

650 500 0.045 150% 

Convenience: “express/metro” 
out of town 

380 280 0.055 70% 

Convenience: medium 
supermarket town centre 

3,000  0.56 65% 

Convenience: large 
supermarket town centre 

6,525 4,500 1.0 65% 

B1(a) Offices 

Town centre: small 1,000 1,100 0.1 110% 

Town centre: large 4,000 4,400 0.29 150% 

Out of town: campus/bus. park 7,000 7,700 1.28 60% 

Hotel 
Town centre: 80 bed 2,030 1,440 0.23 90% 

Out of town: 60 bed 1,600 1,080 0.4 60% 

Cinema Town centre 1,800 1,800 0.2 90% 
*Net floorspace shown for retail schemes is the net sales area, excluding back of house/stores and other areas. 

Net floorspace for hotels includes room space only. 

4.13 CIL regulations indicate that CIL is payable on the net increase in floorspace on a 

particular site. In the case of both residential and commercial scenarios, all 

appraisals assume a cleared site for simplicity and consistency and make no 

allowance for existing floorspace. As such, they represent a ‘worst case scenario’ 

as most urban sites in the borough that come forward for development contain at 

least a small amount of existing floorspace which would reduce the amount of CIL 

payable (albeit some costs associated with demolition would be incurred). For 

residential, this is also relevant in terms of the recently announced Vacant Building 

Credit which will serve to reduce the cost burden of affordable housing. 

Sales and Rental Values 

4.14 Detailed market analysis for both residential and non-residential uses is set out in 

Appendix 1. The sections below summarise the evidence and set out the 

assumptions adopted in the appraisals. 

Residential 

4.15 For conventional residential developments, four value levels have been assessed to 

reflect the main market values achieved in the local market, based on the detailed 

market analysis contained in Appendix 1.  

4.16 Table 6 shows the value levels per square metre, the per unit values this 

corresponds to and the areas/neighbourhoods to which it broadly relates. 
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Table 6: Residential value points tested 

 Value Level 1 Value Level 2 Value Level 3 Value Level 4 

£3,300/sqm £3,400/sqm £3,600/sqm £4,000/sqm 

Redhill and 
Horley (town 

centre) 

Redhill, Horley, Merstham, 
Earlswood, Woodhatch, 

Salfords 

Banstead, 
Chipstead, 
Tadworth, 

Kingswood,  
Reigate 

1 bed flat £165,000 £170,000 £180,000 £200,000 

2 bed flat £231,000 £238,000 £252,000 £280,000 

2 bed house £280,500 £289,000 £306,000 £340,000 

3 bed house £330,000 £340,000 £360,000 £400,000 

4 bed house £445,500 £459,000 £486,000 £540,000 

5 bed house £561,000 £578,000 £612,000 £680,000 
Source: Derived from housing market analysis set out in Appendix 1 

4.17 Based on the background data and analysis available, these assumptions are 

considered to represent a reasonable set of broad value parameters upon which to 

base testing to ensure adequate reflection of the market in Reigate & Banstead. 

4.18 The Horley North West Sector and Sustainable Urban Extension schemes were 

tested at Value Level 2 (£3,400/sqm) which is consistent with the values currently 

being achieved on similar large scale housing schemes in the borough (as shown in 

Appendix 1). 

4.19 For the other residential typologies tested, comprehensive transactional evidence is 

more limited. However, on the basis of available information about the local market 

(including adjoining areas) the following value assumptions are considered 

reasonable and have been applied in the appraisals. 

Table 7: Valuation inputs for retirement and care homes schemes 

Sheltered/Retirement Housing Specialist Care Home 

Sales Values:  
Tested at £4,250 and £4,600 based on 
local analysis and nearby comparables 
(Annex 1, paragraphs 23-25) 

Room Rates:  
£9,000 per annum borough-wide 

Yield: 
6.50% 
(Annex 1, paragraph 59) 

Source: Derived from property market analysis set out in Appendix 1 

4.20 A modest allowance is made for ground rents on flatted type residential units of £400 

per unit and sheltered/retirement units. This is capitalised at a yield of 7% for the 

purposes of valuation. 

Non-Residential 

4.21 The development context identifies that the majority of retail and office growth in the 

future will be directed towards Redhill Town Centre – at any rate it is likely that 

similar value would also be achieved in other town centres. As such, value levels 

equivalent to those which would be achieved in this area have been used within the 
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viability assessments. The rental and yield assumptions set out in Table 8 have thus 

been applied in the appraisals. 

Table 8: Non-residential valuation inputs 

 Rental Values Investment 
Yield 

Source 

Offices £230 per sqm 7.00% Yield and rental information based 
on industry research and local 
transactional data (Annex 1, 

paragraph 39) 
Industrial £90 per sqm 8.00% Yield and rental information based 

on industry research and local 
transactional data (Annex 1, 

paragraph 39) 
Retail – comparison town 
centre 

£500 per sqm 
(ITZA) 

6.75% Yield and rental information based 
on industry research and local 
transactional data (Annex 1, 

paragraph 51) 
Retail – convenience 
(medium/large) 

£220 per sqm 5.00% Yield and rental information based 
on industry research and third party 

viability evidence (Annex 1, 
paragraph 51) 

Retail – convenience 
(small/“express”) 

£165 per sqm 5.75% Rental and yield assumptions based 
on local transactions and third party 

viability evidence (Annex 1, 
paragraph 51) 

Hotel £4,500 per room 6.00% Room rents based on comparable 
transactions in Surrey and beyond. 
Yield information underpinned by 

industry research. (Annex 1, 
paragraph 62) 

Cinema £160 per sqm 6.00% Rental and yield assumptions based 
on transactions in Surrey and 
beyond. Yield information also 

underpinned by industry research. 
(Annex 1, paragraph 65) 

Source: Derived from property market analysis set out in Appendix 1 

Development Costs and Programme  

4.22 Whilst typical development costs can be reliably assessed in normal circumstances, 

there will inevitably be some variation across individual development sites. For 

example, some brownfield sites may encounter higher levels of ‘abnormal’ costs 

associated with decontamination, remediation or demolition. However, in order to 

provide a strategic rather than site specific overview of general viability across the 

borough, it is necessary to apply a set of reasonable generic assumptions rather than 

attempting to introduce complex refinements.  

Residential Dwelling Sizes 

4.23 Assumptions of unit sizes are based on market data coupled with analysis of average 

dwelling sizes based on a sample of approximately 350 dwellings from a range of 

recent residential schemes in the borough. 

4.24 Clearly, there has been – and will continue to be – some degree of variation in the 

size of individual housing units which come forward in future (e.g. in response site 

specific factors such as the need to convert existing buildings); however, the figures 
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set out in Table 9 are considered to be reasonable assumptions for an area-wide 

study such as this. 

Table 9: Residential floorspace assumptions 

Dwelling Type Floorspace Range (sqm) 

1 bed flat 50 

2 bed flat 70 

2 bed house 85 

3 bed house 100 

4 bed house 135 

5 bed house 170 
   Source: Derived from RBBC Monitoring Data 

4.25 It should also be noted that the figures set out in Table 9 would meet with the 

Government’s proposed nationally described internal space standard if the Council 

elected to implement this at a later date. 

4.26 For flatted schemes, an allowance is also made for communal areas and circulation 

space in addition to the “saleable” areas of the units themselves. Analysis of local 

schemes suggests that smaller flatted developments tend to be organised efficiently, 

generally around a single core and thus a 10% allowance is made for schemes of up 

to 25 flats. For larger schemes, additional cores are often required and therefore an 

allowance of 12.5% is made. 

Base Construction Costs and External Works Allowance 

4.27 The construction costs assumptions in each appraisal are primarily based upon 

information sourced from the Building Cost Information Service (BCIS) fixed to a 

Reigate & Banstead (Surrey) location. BCIS provides base median average 

construction costs for multiple specific development schemes under each broad use: 

the study therefore adopts the figure deemed to be most appropriate taking account 

of the types and style of developments which come forward and the character of the 

borough. 

4.28 In some instances and as explained in Table 10, the BCIS information is also 

supplemented with data from Davis Langdon Cost Updates and specific information 

from operators (i.e. hotels), particularly for non-residential or specialist residential 

schemes, in order to determine the most appropriate assumptions. 

4.29 The base construction costs obtained (largely) from BCIS do not include allowance 

for external works such as service/utility runs, minor access roads and landscaping. 

We therefore make an additional allowance on each scheme to account for these 

works. 

4.30 As would be expected, such costs will inevitably vary on a site by site basis but it is 

possible to generalise to some extent the relationship with overall build costs. For 

smaller or high density sites and particularly those in urban locations externals will 

typically be lower as there is less area requiring landscaping/parking and 

infrastructure (service and utilities) can be installed and used much more efficiently. 
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Conversely, for larger, lower density schemes (particularly such as greenfield urban 

extensions) there is likely to be a significantly greater cost involved with “opening up” 

the site and a greater area in need of external works.  

4.31 The additional percentage for external costs applied in the appraisals is based on 

industry standards and informed by research carried out by EC Harris7. The 

assumptions adopted in the appraisals are set out in Table 10. 

Table 10: Build cost and external works assumptions 

Use Class Development 
Type 

Assumed 
Build Cost 

(£/sqm) 

Notes and Sources Externals 

Residential  

Housing schemes 
under 5 units 

£1,300 Average of BCIS Tender Price 
for ‘Estate housing (2 storey) 
and Estate housing (3 storey)’ 

with a 20% uplift to reflect 
reduced economies of scale 10% 

Housing schemes 
5 or more units 

£1,080 Average of BCIS Tender Price 
for ‘Estate housing (2 storey) 
and Estate housing (3 storey)’ 

Urban extensions 
and Horley NW 

£1,080 BCIS Tender Price for ‘Estate 
housing (generally)’ 

12.5% 
+ £10,000 per plot 
“opening up” costs 

Flatted schemes 
under 50 units 

£1,260 BCIS Tender Price for ‘Flats 
(apartments) (1-2 storey)’ 7.5% 

Flatted schemes of 
50 or more units 

£1,310 BCIS Tender Price for ‘Flats 
(apartments) (3-5 storey)’ 7.5% 

Retirement/shelter
ed housing 

£1,300 Average of BCIS Tender Price 
for ‘Sheltered Housing (2 

storey) and Sheltered Housing 
(3 storey)’ 

10% 

Specialised care 
home 

£1,420 BCIS Tender Price for 
‘Nursing homes/care homes’ 12.5% 

Industrial & 
Distribution 

All £640 BCIS Tender Price for 
‘Warehouse (generally)’ and 

‘Industrial (generally)’ 
15% 

Retail Town centre 
comparison/mixed 

£960 BCIS Tender Price for ‘Shops 
(1-2 Storey) (generally)’ 12.5% 

Small “express” 
convenience 

£960 BCIS Tender Price for ‘Shops 
(1-2 Storey) (generally)’ 10% 

Medium/large 
supermarket 

£1,420 BCIS Tender Price for 
‘Hypemarkets, Supermarkets 

(generally)’ 

10% + £10,000 
per space for 

parking 

B1(a) 
Offices 

Small town centre £1,440 
BCIS Tender Price for Offices 

with shops etc. 10% 

Campus/Business 
Park £1,560 

BCIS Tender Price for Offices 
(generally)’ 

15% 

Large town centre 10% 

Hotel 
All 

£1,400 
Development data from 
Whitbread

8
; HVS/Davis 

Langdon research
9
 

12.5% 

Leisure Cinema shell £1,100 Davis Langdon Cost Model 
research 10.0% 

Source: Various – as set out in entries above 
                                                            
7 Available at: http://www.publicarchitecture.co.uk/knowledge-base/files/indicative_building_costs.pdf – Note: Whilst the report 

is somewhat dated, the assumptions derived from it for the purposes of this study are percentages of build costs rather than 
absolute costs: they are therefore considered to remain reasonable indicators despite the passage of time. 
8
 Available at: https://www.whitbread.co.uk/global/property-and-suppliers/premier-inn/news-brochures.html  

9
 Available at: http://www.hvs.com/Content/3044.pdf  

http://www.publicarchitecture.co.uk/knowledge-base/files/indicative_building_costs.pdf
https://www.whitbread.co.uk/global/property-and-suppliers/premier-inn/news-brochures.html
http://www.hvs.com/Content/3044.pdf
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4.32 An additional per plot allowance of £10,000 (over and above the 12.5% allowance for 

landscaping etc.) is also factored into urban extensions and Horley North West 

Sector appraisals to allow for the costs associated with achieving serviced housing 

parcels. This is based on industry standard assumptions and, when coupled with the 

allowance for landscaping, the overall assumption for landscaping, externals and 

“opening up” costs for such schemes is comfortably above the recommended 

assumptions set out in Appendix B of the Harman Report – Viability Testing Local 

Plans. 

4.33 For the medium/large convenience store schemes tested, an additional allowance is 

made to account for the cost of providing decked/undercroft parking. The number of 

spaces is calculated at 1 per 22sqm of sales area with a cost allowance of £10,000 

per space. 

Contingency 

4.34 It is also necessary to add an allowance for contingency over and above the base 

construction costs/external costs discussed above. 

4.35 Scheme complexity and risk is the major driver for the level of contingencies applied 

to each of the notional schemes. For most schemes, a 5% contingency is applied; 

reflect of standard industry practice. However, for more complex schemes (very large 

housing schemes or schemes likely to be brought forward in town centre locations) a 

higher contingency of 7.5% is used to reflect the greater level of risk involved – this 

applies to the following schemes: 

 Convenience retail: medium/large supermarket 

 Residential: Sustainable Urban Extensions and Horley North West 

Sustainable Construction and Development Standards 

4.36 Policy CS11 of the Council’s Core Strategy requires all new developments to achieve 

appropriate sustainable construction standards. Residential developments are 

expected to achieve Code for Sustainable Homes Level 4 whilst non-residential 

schemes are required to achieve BREEAM ‘Very Good’.  

4.37 The additional cost of achieving Code for Sustainable Homes Level 4 will naturally 

vary depending on the site, location and property size, however, generalisations of 

the “extra-over” costs above standard Building Regulations compliant construction 

costs were included (e.g. Table 24) in the Department for Communities and Local 

Government’s Code for Sustainable Homes: A Cost Review (August 2011) report10. 

4.38 Recent changes to Building Regulations have however further brought required 

standards closer to the requirements for key elements of the Code for Sustainable 

Homes Level 4. As such, the cost overages contained in the 2011 DCLG report are 

                                                            
10 Available at: https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/6378/1972728.pdf  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/6378/1972728.pdf
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considered to be on the high side: this is demonstrated in the more recent 2014 EC 

Harris Cost Impacts Review for the Housing Standards Consultation11 (Table 9). 

4.39 There is less clear evidence on the costs associated with achieving BREEAM ‘Very 

Good’ on non-residential schemes and much is anecdotal. Evidence in 2012 The 

Value of BREEAM report by BSRIA12 indicates that the modal reported cost increase 

associated with achieving a BREEAM level was 5% amongst a variety of schemes. 

The BSRIA report also reports BRE Trust evidence which indicates the capital cost 

uplift for achieving BREEAM ‘Very Good’ on office developments ranges from 0%-6% 

depending upon location and whether the offices are air conditioned. Also reported in 

the study is evidence from Target Zero which indicates that the cost associated with 

achieving BREEAM Very Good on a range of developments is less than 1% (and 

only really increases significantly for BREEAM Outstanding). 

4.40 On this basis, a 4% cost inflation has been included within all residential and 

commercial appraisals to account for achieving higher levels of sustainability and 

development standard. 

4.41 At the time of writing this report, the Government has also announced the intention to 

‘wind down’ the Code for Sustainable Homes and replace it with a set of nationally 

described standards which local planning authorities will be able to implement locally. 

These standards will focus on water consumption, access and security. 

4.42 Based on the cost impact evidence which supports the Government’s consultation13, 

the cost of complying with all of the proposed standards (including Category 2 for 

access), would be around £1,300 for flats and £1,500 for large houses. This is 

significantly less than the equivalent cost impact of the 4% uplift which is allowed for 

in the appraisals (which equates to around £6,000 on a single four bedroom house). 

Other Development Costs 

Professional/Consultant Fees 

4.43 Professional fees have been assumed to amount to 10% of construction costs 

(including the costs of external works) across all scheme types, a relatively standard 

assumption across the industry. This includes fees for relevant planning and building 

regulations applications. 

4.44 This allowance is increased to 12.5% on large scale urban extensions, reflecting the 

likelihood that schemes will be brought forward in phases and therefore subject to a 

greater number of planning submissions (e.g. reserved matters and details) and 

increased technical work. 

                                                            
11 Available at: 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/353387/021c_Cost_Report_11th_Sept_2014_FI
NAL.pdf  
12 Available at: http://www.schneider-electric.co.uk/documents/buildings/breeam/The_Value_of_BREEAM.pdf  
13

 Housing Standards Review – Cost Impacts: EC Harris (September 2012), available at: 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/353387/021c_Cost_Report_11th_Sept_2014_FI
NAL.pdf  

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/353387/021c_Cost_Report_11th_Sept_2014_FINAL.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/353387/021c_Cost_Report_11th_Sept_2014_FINAL.pdf
http://www.schneider-electric.co.uk/documents/buildings/breeam/The_Value_of_BREEAM.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/353387/021c_Cost_Report_11th_Sept_2014_FINAL.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/353387/021c_Cost_Report_11th_Sept_2014_FINAL.pdf
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4.45 Planning application fees derived from the Planning Portal calculator have been 

included as a separate item. 

Finance Costs 

4.46 Evidence in the latest De Montfort University UK Commercial Property Lending 

Market Research Findings14 suggests that average loan to value ratios (LTVs) 

offered by lenders on residential development projects were 59% in mid-2013 (loan 

to cost ratios were 68%).  

4.47 The appraisals in this study assume the ‘worst case scenario’ that development costs 

(excluding land) for schemes are 100% debt funded whilst land purchase is assumed 

to be 50% debt funded. This approach yields LTVs ranging form 54% to 64% on the 

schemes tested which is considered to be consistent with the current lending market 

(as demonstrated in the paragraph above). 

4.48 At these levels, the De Montfort report indicates that average interest rate margins 

(presumed to be over and above 12 month LIBOR) were approximately 440 basis 

points, thus representing total interest rates on senior debt of approximately 5.4%. 

Higher rate margins would be attracted for mezzanine finance (up to 67% LTV).  

4.49 An interest rate of 6.5% is applied on debit balances in the appraisals based on this 

evidence. 

4.50 On all schemes, finance on land purchase is applied for the relevant holding period 

(including the entirety of any post completion sales, letting void or rent free periods 

(for larger schemes where land purchase is phased, finance is applied for the 

relevant phase). 

4.51 For development costs, the standard approach adopted on all schemes is to apply 

interest on half of the total balance of development costs (excluding land) across the 

principal construction period, reflecting the way in which development costs accrue 

and are drawn down over the construction period.  

4.52 The treatment of development costs post completion differs for residential and 

commercial schemes. On residential schemes, interest on outstanding development 

costs (exc. land) is also accrued for half of the post construction sales period 

reflecting the fact that sale receipts will reduce the outstanding debt during this period 

(for phased schemes interest is applied for the construction period for the relevant 

phase). 

4.53 For commercial schemes, interest on development costs (exc. land) continues to 

accrue during this combined “void” period, after which it is assumed that the asset is 

income producing: this is “worst case” scenario as the asset could readily be 

packaged and sold as an investment prior to the end of the rent-free period, thus 

reducing interest liabilities. 

                                                            
14 Available at: http://www.propertyweek.com/Journals/2013/12/13/i/y/g/De-Montford-half-year-report.pdf  

http://www.propertyweek.com/Journals/2013/12/13/i/y/g/De-Montford-half-year-report.pdf
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Site Acquisition Fees 

4.54 Stamp Duty Land Tax (SDLT) is applied as per the prevailing standard rates set by 

HMRC. Legal fees are assumed to be 0.75% of GDV and agents fees are assumed 

to be a further 1.0% of GDV. 

Marketing and Sales/Lettings Costs 

4.55 For residential schemes, an allowance of 1.25% of GDV is made for agency fees. An 

additional flat rate allowance of £500 per unit is made for local marketing material 

and a further £1,000 per unit is included for legal costs. The exception is retirement 

schemes where a larger allowance of £1,500 per unit is made for marketing to reflect 

the more intensive marketing required. These allowances reflect industry standard 

assumptions. 

4.56 For commercial/non-residential schemes, an allowance of 10% of first year rent is 

included as an additional cost to account for lettings agents fees, 5% of first years 

rent for letting legal fees and a further 1% of annual rent included for marketing on 

schemes likely to be delivered speculatively. These are again industry standard 

allowances. 

4.57 Costs of disposal of the asset are factored in on the same basis as Site Acquisition 

set out above: these are netted off from the Gross Development Value. 

Developer Profit 

4.58 All residential appraisals include an allowance of 20% of GDV on market units to 

provide a competitive return to the developer. This is considered to a pragmatic 

assumption for a high level study such as this and for some types of sites which 

come forward in the borough (e.g. back garden land developments) is likely to be 

generous given the low risk and strength of market demand for the end product.  

4.59 Current industry practice suggests that profit of 20% on cost is required to secure 

bank funding unless loan to value ratios (LTVs) are below 50%: our chosen measure 

of GDV provides some additional headroom over and above this. Profit of 6% on 

GDV is also allowed for affordable housing units: effectively equivalent to a 

contractors profit.  

4.60 It is also important to recognise the overlap between profit allowances and 

contingency, which is included as a separate item at 5% to 7.5% depending upon the 

scheme. Contingency is an additional allowance for risk (effectively to cover 

unforeseen costs): unlike build costs it is not an ‘actual’ cost unless these unforeseen 

costs arise and in the event that they do not, it represents an additional ‘profit’ to the 

developer. 

4.61 For commercial schemes, profit is allowed for at 20% of total development costs 

(inclusive of land). This is again considered to be relatively standard industry 

assumptions for a strategic study such as this. 
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Development Programme 

4.62 The appraisals assume that all sites and schemes are capable of progressing 

through the development process immediately. For all appraisals, a pre-construction 

period of 3 months is included to allow for any necessary procurement/mobilisation 

and for clearing of any required details.  

4.63 Principal construction periods vary according to the scheme. For housing schemes, 

this is broadly based on completing 4 units per developer per month (inherently 

linked to sales rates) with an initial 6 month period for sub-structure and other site 

preparation/landscaping works. For flatted schemes, an assumption of 6 completions 

per developer per month plus 6 months is assumed. The development programme 

for commercial schemes varies according to the size of development and complexity 

4.64 For residential schemes, the post-construction period is intrinsically linked to the 

sales rate which can be achieved. The assumption adopted for all residential 

appraisals is that reservations/sales commence six months into the construction 

period and extending beyond the end of the construction period as necessary.  

4.65 A sales rate of 4 units per month is assumed based on reservation rates per outlet 

quoted in the trading statements of major housebuilders (see Appendix 1) and 

information gleaned from local builders and recent development schemes. For the 

North West Sector scheme, where it is likely that at least 2 outlets will be operating 

on the site at any one time, the sales rate is increased to 6.5 units per month 

(reflecting the fact that a level of competition may mean that the full rate is not 

achieved at each outlet). 

4.66 For retirement schemes, the sales rate is reduced to 1.5 per month reflecting the 

smaller, more targeted market. Empty property costs of £245,700 are included to 

account for the financial burden of slower sales in terms of service charges. 

4.67 For the residential care scheme, a period of 9 months post completion is assumed to 

account for the time taken to achieve full occupancy. This is reflected both in finance 

costs but also as a lost revenue cost in the appraisals.  

4.68 All commercial schemes tested include a period post construction to allow for the 

time taken to secure tenants: in all cases an allowance of at least 3 months is 

allowed, increased to 6 months for the largest schemes. In addition, an appropriate 

rent free period is also allowed for, based on information contained within the 

BPF/IPD Annual Lease Events Review 201315. These “void” periods are capitalised 

and deducted from the value of the completed asset. Business rate liabilities are also 

factored into the appraisals during the letting void. 

 

 

 

                                                            
15

 Available at: http://www.bpf.org.uk/en/files/bpf_documents/commercial/IPD-MSCI-LeaseEventsReport-_FINAL.pdf  

http://www.bpf.org.uk/en/files/bpf_documents/commercial/IPD-MSCI-LeaseEventsReport-_FINAL.pdf


Reigate & Banstead Borough Council 
Revised Community Infrastructure Levy Viability Report 

 

32 

 

Table 11: Assumed development programmes (including post construction 
allowances) 

Development Type Pre-
construction 

Principal 
construction 

Post-
construction 

Residential 

1 unit scheme 
3 months 7 months 

0 months 

3 unit scheme 

7 unit scheme 

6 months 

8 months 
10 flat scheme 

10 unit scheme 9 months 

14 unit scheme 

10 months 15 unit scheme 

20 flat scheme 

25 unit scheme 13 months 

50 flat scheme 

9 months 

15 months 4 months 

100 flat scheme 23 months 8 months 

60 flat retirement scheme 16 months 31 months 

40 unit care home 
6 months 15 months 

9 months (time to 

full occupancy) 
150 unit “urban extension” 
scheme 

12 months 29 months 9 months 

300 unit “urban extension” 
scheme 

12 months 60 months 9 months 

Horley North West 14 months 125 months 12 months 

Non-residential 

Single small industrial 3 months 
6 months 13 months 

(inc. 10 month rent 
free) 

Single large industrial 
6 months 

Multiple industrial units 9 months 

Small retail 6 months 9 months 15 months 
(inc. 12 month rent 

free) 
Large retail 9 months 12 months 

Convenience (small/“express”) 6 months 9 months 6 months (inc. 6 

month rent free – no 
letting period as not 
built speculatively) 

Convenience (medium) 9 months 12 months 

Convenience (large superstore) 9 months 16 months 

Small office 
6 months 9 months 

15 months (inc. 12 

month rent free) 
Large office 

9 months 15 months 
22 months (inc. 16 

month rent free) Office campus 

Hotel 
9 months 15 months 

6 months (6 month 

rent free for 
fitting/early trading) 

Cinema 

9 months 12 months 

3 months 
(inc. 3 month rent free 
– no letting period as 

not built speculatively) 

Other Non-Residential Incentives/Inducements 

4.69 In addition to the rent-free periods discussed above, a further incentive package is 

also included for comparison retail schemes equivalent to a “warm shell” fit out over 

and above “basic shell”: this includes medium/high quality wall, floor and ceiling 

finishes and is assumed to total £200 per sqm. 
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4.70 A premium to the tenant of £500,000 is included as a cost for the cinema scheme 

appraised. This is common within the industry with operators incentivised to take 

leases and reflects confidential information received in respect of a proposed scheme 

locally. 

Site Specific Section 106 Contributions  

4.71 Whilst the Community Infrastructure Levy will significantly scale back the scope of 

the current section 106 (s106) system, it will remain in place in order to secure any 

infrastructure necessary to mitigate the site specific impacts of individual 

developments. In general, this means that s106 agreements, together with section 

278 highways agreements and planning conditions will still be used to secure: 

 Site-specific mitigation: local enhancements/infrastructure necessary to 

enable planning permission to be granted including access roads, on-site 

open space provision, and some off-site requirements if directly required as a 

result of the proposed development 

 Development specific infrastructure on large/strategic development sites: in 

some cases, developers may still prefer to negotiate s106 agreements to 

provide certainty that infrastructure which is critical to the marketability and 

sale of units is delivered in a timely fashion  

 Affordable housing: s106 agreements will continue to be used to secure 

affordable housing. 

4.72 For all urban residential (including retirement and specialist care) schemes a notional 

£1,000 per unit has been applied to account for residual site specific s106 

requirements (excluding any contributions for affordable housing which are 

separately costed). This is realistic when considered against the types and value of 

site-specific infrastructure secured on recent schemes in the borough and is 

consistent with assumptions made in similar CIL studies across the country. 

4.73 For the “urban extension schemes” and the Horley North West strategic site 

appraisal, higher allowances are made, recognising that in most cases such sites are 

un-serviced and frequently require new access roads/junctions, pedestrian and cycle 

links and potentially specific works to serve the site with public transport. Such sites 

may also generate need for strategic open space/sport provision, 

neighbourhood/community facilities and may be required to make provision for 

traveller accommodation. 

4.74 For the “urban extension schemes” an allowance of £10,000 per unit is made based 

on an assessment of the likely continuing role of s106 for site-specific works and 

mitigation moving forward. Taking account of the allowances made for external works 

and opening up, this is considered to be reasonable and is also realistic when 

compared to the types of contributions made on recent large housing schemes in the 

borough. 

4.75 For the North West Sector appraisal, an allowance of approximately £14,300 per 

unit is made based upon analysis of the site-specific infrastructure elements within 

the draft negotiated s106 agreement which the Council would continue to secure 



Reigate & Banstead Borough Council 
Revised Community Infrastructure Levy Viability Report 

 

34 

 

through s106 in the event that a new consent was pursued by the Consortium after 

CIL has been adopted. This is comprised of the following elements: 

Table 12: Assumed Section 106 costs for Horley North West Sector appraisal 

Element Estimated Cost 

allowance 

Contributions towards primary school and early years 

provision, including a fully serviced site within the Sector  

£8.65m 

New link roads and associated junctions to serve the 

development from the A23 and A217 

£7.1m 

Off-site pedestrian and cycle links between the Sector and 
Town Centre 

£0.6m 

Contribution towards Local Traffic Management Works on 

surrounding roads (e.g. Meath Green Lane) and 

neighbourhood Travel Plan monitoring. 

£0.2m 

Neighbourhood hall management and maintenance sums £0.3m 

CCTV £0.1m 

Contributions for works to facilitate the North West Sector 

Bus Route, running costs for the bus service (and 

temporary shuttle bus service) and relevant maintenance 

costs 

£4.65m 

Total £21,600,000 

(£14,300 per unit) 

Source: Surrey County Council, RBBC and Section 106 agreement for the Horley North West Sector 

development (04/02120/OUT) 

4.76 For commercial/non-residential schemes, a sliding scale approach is taken to 

residual site-specific s106 needs as follows. This is based on evidence from recent 

local schemes in Reigate & Banstead and adjoining areas: 

 For industrial, office, town centre comparison retail and leisure schemes, an 

allowance of £10/sqm GIA is made. 

 For retail warehouse schemes, an allowance of £35/sqm is made 

 For convenience retail schemes, allowances are as follows: 

o £10/sqm GIA is made on the small “express” store scheme 

o £35/sqm GIA is made on the medium sized supermarket scheme 

o £50/sqm GIA is made on the superstore scheme 

4.77 It is important to note that these estimates of residual s106 contributions are made 

for the sole purpose of the CIL viability assessment. Such contributions will continue 

to be determined on a case by case basis and the figures included within the 

appraisals herein do not commit Reigate & Banstead Borough Council to securing 

only this level contribution or to allocating CIL/s106 receipts to any particular piece of 

infrastructure or stakeholder. 
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Affordable Housing 

4.78 The Core Strategy policy on affordable housing will be applied in the appraisals as 

this represents the situation which will be in place at the time of CIL adoption. Policy 

CS15 requires the following contributions with negotiation on level possible in 

circumstances where development would be made unviable: 

 Developments comprising of 15 net dwellings or more provide up to 30% of 

housing as affordable 

 Developments of 10 to 14 net dwellings provide a contribution equivalent to 20% 

of dwellings being provided as affordable 

 Developments of 1 to 9 net dwellings provide a contribution equivalent to 10% of 

dwellings being provided as affordable 

4.79 The Council’s Affordable Housing SPD seeks a target mix of 40:60 between rented 

and intermediate based on the most recent evidence of housing needs set out in the 

Council’s SHMA. 

4.80 For the purposes of this study, affordable housing revenues are calculated on the 

basis of a discount against open market values (OMV). For rented units, OMV has 

been discounted by 55% and for intermediate (i.e. shared ownership) units; a 35% 

discount has been applied. Equivalent financial contributions have been calculated 

on the basis stipulated in the Council’s Affordable Housing SPD (i.e. £79/sqm for 

schemes of 1-9 units and £155/sqm for schemes of 10-14 units). 

4.81 No account has been taken in the core appraisals of the recent Ministerial Statement 

by Brandon Lewis (Support for small scale developers, custom and self-builders: 28 

November 2014)16 and changes to Planning Practice Guidance which indicate that 

affordable housing contributions should not be sought from sites of 10 units or less. 

Clearly, this would represent a significant cost reduction for schemes of this size and 

could increase their ability to afford CIL. The Vacant Building Credit, announced 

alongside these changes, could also reduce the burden of affordable housing 

provision – particularly on brownfield sites – and increase the overage available for 

CIL. 

Benchmark Land Values 

4.82 Based on the detailed analysis set out in Appendix 1, the notional schemes from 1 

unit to 150 units have all been appraised against an urban land value benchmark. In 

coming to this benchmark, the range of market values indicated by the transactional 

evidence in the Appendix has been discounted in accordance with the accepted 

practice discussed at paragraphs 3.8 and 3.9 above. However, rather than adopting 

a 25% discount as per the conclusions of the Inspector in the GNDP examination, a 

more modest discount of 10% has been applied to provide additional headroom in 

the setting of charges. 

                                                            
16 Available at: http://www.parliament.uk/documents/commons-vote-

office/November%202014/28%20Nov%202014/2.%20DCLG-SupportForSmallScaleDevelopersCustomAndSelf-Builders.pdf  

http://www.parliament.uk/documents/commons-vote-office/November%202014/28%20Nov%202014/2.%20DCLG-SupportForSmallScaleDevelopersCustomAndSelf-Builders.pdf
http://www.parliament.uk/documents/commons-vote-office/November%202014/28%20Nov%202014/2.%20DCLG-SupportForSmallScaleDevelopersCustomAndSelf-Builders.pdf
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4.83 The benchmarks used for urban residential developments are therefore as follows: 

Table 13: Benchmark Land Value assumptions 

Site type Market Value 
Evidence 

Benchmark Values 

High density 
residential/ mixed 
use 

£3.9m - £5.5m £3.6m (Value Points 1 and 2) 
£4.275m (Value Point 3) 
£4.95m (Value Point 4) 

Conventional 
housing 

£3.5m - £4.5m £3.15m (Value Points 1 and 2) 
£3.6m (Value Point 3) 
£4.05m (Value Point 4) 

 

4.84 The urban extensions schemes and Horley North West sector strategic site are 

subject to the greenfield benchmark. This benchmark effectively assumes an un-

serviced site and typically on existing agricultural land but allows for a substantial 

landowner premium. For all sites, the benchmark is assumed to be a £800,000 per 

net developable hectare. This represents an uplift of approximately 30 times 

against typical agricultural land values in the borough/South East and therefore is 

considered to provide the “life changing event” which would motivate a landowner to 

release their land. 

4.85 Town centre office and leisure schemes are appraised against the low point of the 

high density/mixed use urban benchmark of £3,600,000 per hectare whilst retail 

schemes have been tested at the mid point of £4,275,000 per hectare. 

4.86 Developments for industrial/distribution uses as well as edge or out of centre office 

developments are appraised against a low value brownfield benchmark at 

£1,575,000 per hectare, which is approximately 10% below the £1,750,000 market 

value identified in Appendix 1. 
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5. Appraisal Outputs and Charging 

Recommendations 

Introduction 

5.1 The section below summarises the main conclusions with regards to the charging 

levels which could be supported by various types of development. The full appraisal 

results are set out in Appendix 2.  

5.2 The appraisals are intended to be of a strategic nature and present a broad but 

robust assessment of the viability of development across Reigate & Banstead and in 

particular the ability of various different development types to support contributions 

through the Community Infrastructure Levy (CIL).  

5.3 As such, whilst the outcomes provide an indication of the maximum capacity of each 

type of development to pay CIL, these outcomes should – in accordance with the 

Regulations and Practice Guidance be used as a guide, set alongside the 

consideration of other factors including: 

 The overall infrastructure funding gap and the importance/desirability of 

securing infrastructure in delivering the development strategy 

 The frequency with which particular types of development come forward and 

the location (in terms of value levels) of key elements of growth within the 

borough 

 The importance of different development types within the overall development 

strategy 

 The balance of CIL charging with wider planning, regeneration and corporate 

objectives 

 The need to avoid setting the charge up to the maximum in order to ensure 

flexibility which recognises: 

o in practice, viability can be more fluid than the standardised figures 

used in a study such as this 

o the outlook for the residential and commercial markets, and the wider 

economy, in the short to medium term 

5.4 It is important to note that, for both residential and non-residential schemes, the 

scenarios appraised do not make any allowance for existing floorspace. In reality, the 

Council’s evidence (including the SHLAA and monitoring data in the Annual 

Monitoring Report) indicates that the majority of urban developments will continue to 

involve sites which comprise some form of existing development: indeed, it is unlikely 

that many landowners will seek to “clear” sites prior to bringing forward an alternative 

development proposal in future. Whilst demolition of this existing space will incur 

additional costs, the actual result once this space is “netted off” from CIL liabilities will 

be to further enhance the per square metre surplus figures shown in the output tables 

below. 
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Findings – Residential Development 

Summary of Appraisal Results 

5.5 Table 14 and Table 15 summarise the outputs of the residential development 

appraisals; individual detailed appraisals are contained within the Appendices. 

5.6 As discussed in Section 3 above, the tables illustrate – for each hypothetical scheme 

– the maximum CIL charge which could be supported having taken account of all 

other development costs and policy obligations. 

Table 14: Appraisal outputs for urban residential schemes 

Scheme 
Site 
area 
(ha) 

Value 
area 

Total 
floorspace 

(sqm) 

Chargeable 
floorspace 

(sqm) 

Surplus available for CIL 

Per hectare 
Per 
sqm 

1 unit 0.03 

2 

135 135 

£528,537 £117 

3 £329,193 £81 

4 £1,119,022 £276 

3 unit 0.10 

2 

440 440 

£352,892 £80 

3 £561,556 £128 

4 £1,463,016 £333 

7 unit 0.23 

2 

840 840 

£612,980 £170 

3 £685,716 £190 

4 £1,325,261 £368 

10 flats 0.11 

1 

726 726 

-£17,934 -£3 

2 £449,684 £69 

3 £650,817 £100 

4 £1,735,797 £266 

10 units 0.29 

2 

1,100 1,100 

£1,238,372 £276 

3 £1,448,284 £323 

4 £2,363,528 £528 

14 units 0.40 

2 

1,560 1,560 

£589,063 £151 

3 £706,278 £181 

4 £1,437,485 £369 

15 units 0.43 

2 

1,720 1,265 

£588,993 £197 

3 £684,259 £229 

4 £1,371,566 £459 

20 flats 0.21 

1 

1,474 1,114 

-£141,471 -£28 

2 £298,307 £60 

3 £432,700 £86 

4 £1,446,649 £289 

25 units 0.70 

2 

2,840 2,185 

£593,609 £190 

3 £593,656 £194 

4 £1,258,624 £411 

50 flats 0.38 1 3,600 2,750 -£281,617 -£41 

100 flats 0.77 1 7,425 5,725 -£697,499 -£97 

Retirement 
(60 flats) 

0.48 1 
5,715 4,635 

£1,337,420 £140 

0.48 2 £1,888,433 £196 

Nursing/Care 
(40 suites) 

0.40 N/A 920 920 £49,669 £27 
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Table 15: Appraisal outputs for residential “urban extensions” schemes 

Scheme 
Site 
area 
(ha)* 

Value 
area 

Total 
floorspace 

(sqm) 

Chargeable 
floorspace 

(sqm) 

Surplus available for CIL 
per sqm 

Horley NW 
(1,510 units) 

55.9 2 158,460 122,580 £236 

Urban 
extension 
(150 units) 

6.3 2 11,850 15,450 £275 

Urban 
extension 
(300 units) 

12.5 2 31,930 24,910 £312 

*Based on net developable area 

5.7 Some sites which come forward in future will have a mixture of houses and flats. 

Such schemes have not been modelled separately as in such instances, one housing 

type may cross subsidise another, providing a misleading result about the level of 

CIL which can be viably afforded. 

Sensitivity Testing - Allowing for a “Flexibility” Margin 

5.8 In order to ensure that charges are able to respond to market and scheme variations, 

the guidance recommends that charges not be set at the viability ceiling (i.e. the 

maximum level of CIL that testing indicates could be afforded).  

5.9 To inform charge setting, and to identify an appropriate level of “buffer” from the 

maximum viable levels, a range of sensitivity testing has been carried out. This 

testing has been based around the following adverse movements in key variables: 

 Sales values fall by 2.5%; or 

 Build costs increase by 5%. 

5.10 In addition for the residential “urban extensions” schemes, additional sensitivity 

testing has been carried out as follows: 

 Residual site-specific section 106 costs increase by 50%; or 

 Gross site area to net developable site area falls by 15%. 

5.11 Table 16 and Table 17 identify what charge could be sustained by each scheme in 

the scenarios set out above. This provides a useful guide to inform charge setting 

and the appropriate level of buffer. 
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Table 16: Sensitivity testing – urban residential 

Scheme 
Value 
area 

Maximum 
viable (per 

sqm) 

Viable charge 
(decreased sales 

values) 

Viable charge 
(increased build 

costs) 

1 unit 

2 £117 £51 £31 

3 £81 £10 £5 

4 £276 £198 £190 

3 unit 

2 £80 £13 -£6 

3 £128 £57 £41 

4 £333 £254 £246 

7 unit 

2 £170 £103 £98 

3 £190 £120 £118 

4 £368 £289 £296 

10 flats 

1 -£3 Not tested* 

2 £69 £8 -£10 

3 £100 £35 £21 

4 £266 £194 £187 

10 units 

2 £276 £210 £204 

3 £323 £252 £251 

4 £528 £449 £455 

14 units 

2 £151 £84 £79 

3 £181 £110 £109 

4 £369 £290 £296 

15 units 

2 £197 £113 £98 

3 £229 £140 £130 

4 £459 £360 £360 

20 flats 

1 -£28 Not tested* 

2 £60 -£15 -£45 

3 £86 £7 -£18 

4 £289 £201 £184 

25 units 

2 £190 £109 £95 

3 £194 £108 £99 

4 £411 £316 £317 

50 flats 1 -£41 Not tested* 

100 flats 1 -£97 Not tested* 

Retirement 
(60 flats) 

1 £140 £12 £26 

2 £196 £180 £142 

Nursing/Care 
(40 suites) 

N/A £27 -£111 -£108 

* see para 5.12 and Table 17 

Table 17: Sensitivity testing – large scale greenfield residential 

Scheme 
Maximum 

viable 

Viable charge 
(sales values 

) 

Viable charge 
(build costs 

) 

Viable charge 
(residual s106 

) 

Viable charge 
(% developable 

) 

Horley NW 
(1,510 units) 

£256 £182 £174 Not tested 

SUE 
(150 units) 

£275 £206 £199 £214 £201 

SUE 
(300 units) 

£280 £208 £200 £217 £200 
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5.12 Given the high density schemes at Value Level 1 were shown to be unviable, specific 

testing has been carried out on these schemes to understand what movement on 

affordable housing is likely to be necessary to make them viable and, what additional 

impact a small CIL charge would have on affordable housing provision if it was 

chosen to levy a charge. This is set out in Table 18. 

Table 18: Affordable housing sensitivity – town centre residential (Value Level 1) 

Scheme 
Affordable 
housing 

requirement 

Achievable affordable housing provision 

CIL - £0/sqm CIL - £20/sqm CIL - £50/sqm CIL - £80/sqm 

10 flats £155/sqm £152/sqm £132/sqm £102/sqm £72/sqm 

20 flats 30% - 6 units 
(60:40 

intermediate/rent) 

30% - 6 units 
(100% intermediate) 

25% - 5 units 
(100% intermediate) 

20% - 4 units 
(100% intermediate) 

15% - 3 units 
(100% intermediate) 

50 flats 30% - 15 units 
(60:40 

intermediate/rent) 

30% - 15 units 
(90:10 

intermediate/rent) 

28% - 14 units 
(100% intermediate) 

22% - 11 units 
(100% intermediate) 

14% - 7 units 
(100% intermediate) 

100 flats 30% - 30 units 
(60:40 

intermediate/rent) 

20% - 20 units 
(100% intermediate) 

15% - 15 units 
(100% intermediate) 

7% - 7 units 
(100% intermediate) 

2% - 2 units 
(100% intermediate) 

 

Scope for Variable Charging 

5.13 In order to inform charging recommendations, consideration also needs to be given 

to whether there is any merit in, and justification for, introducing variable charging. 

This exercise effectively involves balancing: 

 the outputs of the viability appraisals 

 the development context of the borough and the importance/likelihood of 

different types of development 

 the potential impact on infrastructure funding and 

 complexity. 

Geographic 

5.14 With regards to residential development, the evidence demonstrates that there is 

variation in values across the urban areas of the borough which translates into 

viability.  

5.15 At the lower end of the market, values of around £3,300/sqm are seen to be common 

in high density developments in town centre locations of Redhill and Horley. In these 

areas, the combination of these comparatively low values and the greater 

development costs associated with high density schemes mean that the appraisals 

indicate schemes are generally unviable without some negotiation on affordable 

housing provision. Whilst there is a balance to be struck between the need to deliver 

affordable homes and the need to deliver infrastructure, sensitivity testing indicates 

that such schemes could support up to £20 per square metre without significantly 

reducing the level of affordable housing which could be achieved beyond that 

required to make the schemes viable. 
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5.16 In the remainder of the built up areas of the borough, there is further variation in land 

values. At the upper end of the market in areas such as Reigate and the north of the 

borough, values of £4,000/sqm are readily achievable. Testing indicates that most 

schemes in these areas are capable or supporting relatively high CIL charges and 

the results of sensitivity testing suggests that all of the schemes tested remain able to 

support at least £180 per square metre, even allowing for reasonable movements in 

the market or build costs. 

5.17 In the remainder of the borough, values of between £3,400 and £3,600 are 

commonly achievable. The viability appraisals for these schemes demonstrate that, 

in the main, they are able to support maximum charges of at least £120 per square 

metre and remain viable at charges of £80 per square metre under sensitivity 

testing. The exception to this is flatted schemes and very small scale developments 

which may find viability more challenging if the adverse scenarios tested bore out in 

reality. 

5.18 In light of the above, whilst there is some evidence that values can vary at a micro 

level, with some single roads/small estates achieving different value levels than the 

surrounding neighbourhood, the viability and value evidence does indicate scope to 

introduce variable charging zones within the urban area.  

5.19 Given the scale of urban residential development planned through the Core Strategy 

in Redhill and Horley town centres - which broadly correspond with Value Level 1 – 

and the viability evidence associated with these areas, there is strong justification for 

setting a specific charge zone for schemes in these locations. 

5.20 Across the rest of the urban area, housing development is likely to be on a 

comparatively more modest scale but cumulatively, through a combination of specific 

identified sites and through windfall schemes, will make a contribution to housing 

supply. Whilst mindful of the need to avoid complexity in the charging schedule, the 

viability evidence does point to a clear and relatively significant distinction between 

the level of CIL which can be supported in different locations. As such, in light of the 

magnitude of the infrastructure funding gap and the need to ensure CIL is applied 

equitably across the borough, it is recommended that the remainder of the urban 

area could be separated into two broad charging zones: (a) urban areas in Reigate & 

the north of the borough (with a higher charge) and (b) urban areas in other parts of 

the borough. 

5.21 Beyond the urban area, there is justification for further variation. Detailed appraisal of 

the Horley North West Sector strategic allocation indicates that development in this 

zone has different viability characteristics to urban development elsewhere in the 

Horley area. Whilst the site attracts significantly greater costs in terms of “opening-

up” and residual site specific s106 obligations, the lower greenfield land value means 

that the area can support a maximum CIL charge of around £250 per square metre 

and remains able to support a charge of £180 per square metre under the sensitivity 

scenarios tested. 

5.22 Whilst development of this allocation is important in terms of overall plan delivery, it 

also makes a potentially significant and important contribution to infrastructure 
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funding, particularly in light of the need to deliver the Horley Master Plan. As the 

Sector is a clearly and easily identifiable allocation, a separate charge for this 

allocation would not introduce undue complexity and as such a separate charge for 

the North West Sector is justified. 

5.23 The outputs also demonstrate that the urban extensions proposed in the Core 

Strategy also have greater capacity to afford CIL than urban developments, with the 

viability evidence indicating such schemes can support a maximum charge of £280 

per square metre. Sensitivity testing demonstrates that these schemes can still 

support a charge of £200 per square metre if adverse market conditions were 

experienced, the developable area of the site was reduced or in the event that 

additional section 106 costs needed to be borne by the development.  

5.24 As with the North West Sector, a relatively significant number of new dwellings could 

come forward on urban extensions and as such, a separate charging level for these 

areas (as opposed to adopting the same charge as for urban developments) could 

generate a meaningful amount of additional infrastructure funding to meet the 

significant “gap” which has been identified. 

5.25 As sites have yet to be allocated for urban extensions, the zone would need to be 

defined by some other means. It could be defined with reference to the broad 

locations identified in the Core Strategy; however, this would be reasonably complex 

and could potentially result in the schedule needing to be revised once sites have 

been identified in the Development Management Plan. The alternative, less complex 

option is to apply the charge to all residential development outside of the urban and 

Horley North West zones. Other than the urban extensions, no other development is 

planned or necessary to delivery the housing requirements of the Core Strategy and 

therefore this approach would not prejudice plan delivery. Whilst some small scale 

rural developments or conversions may come forward, it is likely that these would 

therefore not attract CIL or would be able to apply for self-build exemption. At any 

rate, delivery of the Core Strategy is not dependent upon small scale rural housing 

schemes and therefore plan delivery would not be prejudiced even if some were 

made unviable. 

Scale and size 

5.26 The objective of the graduated affordable housing charging regime set out in Core 

Strategy Policy CS15 and Affordable Housing SPD – particularly in respect of 

requiring financial contributions on smaller sites – is to equalise the economic burden 

which the policy between smaller and larger site. 

5.27 The residential viability testing carried out in this study broadly confirms this and 

therefore does not provide strong evidence that would support a variation according 

to size of site/number of dwellings. 

5.28 It should be noted that impacts of the recent changes to national planning practice 

guidance in respect of affordable housing contributions on sites of 10 units or less 

have not been tested. Evidently, this would make such schemes more viable and 

provide scope to support greater CIL charges.  
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Type of development 

5.29 Based on the appraisals conducted, there is not shown to be significant differential 

between the viability of retirement/age restricted housing schemes and conventional 

housing. 

5.30 The outputs show that schemes in high value areas are able to support a charge of 

£250 per square metre and remain able to support a charge of at least £140 per 

square metre if adverse movement in the market or costs occurred. This is 

consistent with the viability evidence for conventional housing developments in these 

locations. In lower value areas, retirement schemes are able to support maximum 

CIL charges of £140 per square metre and whilst under the sensitivity scenarios 

these schemes are able to support only relatively minimal charges, they are not 

critical to plan delivery and as such there is not considered to be any justification for 

introducing additional complexity to the charging approach. 

5.31 There is however a marked difference in the viability of the specialised care homes 

(with and without nursing) compared to other forms of residential development. The 

results of the appraisals indicate that such schemes are less viable: their maximum 

ability to afford CIL is limited at around £25 per square metre and this is highly 

sensitive to changes with schemes becoming unviable with relatively modest market 

movements. Given the relatively small charge which could be sustained and the fact 

that a relatively small number of schemes are likely to come forward, it is 

recommended that such uses are nil rated rather than creating further complexity by 

introducing a separate charge. 

Recommended Residential CIL Charges 

5.32 On the basis of the viability appraisals and the discussion above, the core charging 

recommendation is set out below. 

1. Urban Zone 1 (Redhill and Horley Town Centres): it is recommended that a 

charge of up to £20 per square metre should be set covering residential 

development in these town centre areas. 

2. Urban Zone 2 (Reigate and north of borough): it is recommended that a 

charge of approximately £140 per square metre is set covering housing 

development in the urban area of Reigate and urban areas in the north of the 

borough. 

3. Urban Zone 3 (Rest of the urban area): it is recommended that a charge of 

approximately £80 per square metre is set covering residential schemes in 

the rest of the borough’s urban areas (as defined in the Borough Local Plan 

2005). 

4. Horley North West Sector Zone: it is recommended that a charge of 

approximately £180 per square metre should be set covering residential 

development within the strategic development site as defined by the 

allocation in the Borough Local Plan 2005 
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5. Core Strategy urban extensions: it is recommended that a charge of 

approximately £200 per square metre should be set covering residential 

development on urban extensions. As specific sites are yet to be allocated 

and given no other development is planned for these non-urban parts of the 

borough, this zone should be extended to cover the remainder of the rural 

areas borough. 

6. It is recommended that the charges above apply to all residential 

development falling within Use Class C3, including age restricted/retirement 

provision.  

7. For residential care homes (falling within Use Class C2 and providing 

dedicated on-site personal care, specialist nursing care or registered to meet 

a specific care need (e.g. dementia)) it is recommended that a nil charge 

should be set reflecting the viability. 

Impact of the proposed charges on plan delivery and other policy 
requirements 

5.33 As set out in Table 18 above, high density schemes in the proposed Urban Zone 1 

are likely – on a case by case basis – to require some level of reduction in affordable 

housing provision to ensure viability. Comparatively, the reduction in affordable 

housing required to support a charge of £20 per square metre is limited, and 

therefore, levying a small charge on these developments is unlikely to threaten their 

viability or have an unduly adverse impact on the Council’s ability to secure 

affordable housing.  

5.34 Pushing this figure beyond £20 per square metre (for example to a level consistent 

with the charge proposed for the wider Redhill area - £80 per square metre) would 

result in these schemes only being able to deliver at best half of the required 

affordable housing (or contribution) and in some cases significantly less. A charge of 

£20 per square metre is therefore considered to strike an appropriate balance in this 

regard. 

5.35 For the rest of the urban charge zones, in only two instances would the 

recommended charges above render schemes unviable: this applies to schemes of 

10 and 20 flats in Value Areas 2 (which broadly represent the areas of Redhill, 

Merstham, Earlswood, Salfords, Woodhatch and Horley). 

5.36 However, since 2010, only 13 new build flatted schemes of 5 units or more were 

permitted in these parts of the borough and these schemes would have only yielded 

a net gain of 118 additional dwellings. This compares to a total stock of new build 

permissions amounting to more than 1,830 dwellings and a total stock of permissions 

of 2,500 dwellings (i.e. including conversions/changes of use). Such schemes 

therefore represent only a small proportion of housing development: on this basis, it 

is not considered that this would threaten overall plan delivery. 

5.37 At any rate, these schemes could be made viable through relatively modest 

reductions in affordable housing provisions (or contribution), an option which could 

be considered on a case by case basis in accordance with Policy CS15. On the 10 
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flat schemes, affordable contributions would need to be reduced to around £140 per 

sqm to ensure viability and would only need to be reduced to £80 per sqm even if the 

adverse events in the sensitivity analysis played out in reality. On the 20 flat 

schemes, viability could be ensure by shifting tenure mix on the affordable units (from 

60:40 to 80:20 in favour of intermediate). Under the sensitivity scenarios, affordable 

housing provision would need to be reduced from 30% to 15% to ensure viability.  

5.38 Overall, therefore, given the limited number of instances in which this would occur 

and the relatively minor reduction in affordable housing contributions required to 

ensure viability, it can be concluded that the proposed charges would not have an 

adverse impact upon the Council’s ability to secure its other policy requirements, 

most notably affordable housing. 

5.39 In light of this, it can be concluded with confidence that setting charges in line 

with the core recommendation above will not threaten delivery of the level and 

type of housing growth planned in the Core Strategy or delivery of the plan as 

a whole. 
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Findings – Industrial/Warehouse Development 

Summary of Appraisal Results – Industrial/Warehouse 

5.40 Table 19 summarises the outputs of the industrial development appraisals; individual 

detailed appraisals are contained within the Appendices. 

Table 19: Appraisal outputs for industrial schemes 

 

5.41 The appraisals conducted have focussed on one set of value dynamics. However, 

this is consistent with the market analysis which shows the borough’s industrial 

market to be relatively homogenous: as such, the outputs above are considered to be 

broadly representative of the viability of such uses throughout the borough. 

5.42 There is little if any difference in the characteristics of industrial and warehouse 

sector in the borough: there is not a strong specialised or advanced industry sector in 

the borough and as such, both uses tend to occupy similar accommodation (indeed 

many recent schemes in the borough have come forward with “open” B1/B2/B8 use). 

In this respect, there is no justification for distinguishing between the type of 

development. 

Recommended Industrial CIL Charge 

5.43 The development appraisals conducted for industrial schemes all produce negative 

land values before any allowance is made for CIL.  

5.44 Sensitivity testing of the market conditions which would be required to support a CIL 

charge indicates that rental values would need to increase by approximately 25% 

with a 100bps hardening of yields and a complete reduction in rent free incentives 

before any level of CIL could be confidently sustained. 

5.45 On this basis, it is recommended that a nil charge should be set for industrial 

development. 

Scheme 
Site 
area 
(ha) 

Gross 
floorspace 

(sqm) 

Net floorspace 
(sqm) 

Surplus available for CIL 

Per hectare Per sqm 

Single small/starter 
unit 

0.10 500 500 -£3,060,895 -£612 

Single large unit 0.40 2,000 2,000 -£3,189,903 -£638 

6 x small/starter units 0.60 3,000 3,000 -£3,178,053 -£636 
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Findings – Office Development 

Summary of Appraisal Results – Offices 

5.46 Table 20 summarises the outputs of the office development appraisals; individual 

detailed appraisals are contained within the Appendices. 

Table 20: Appraisal outputs for office schemes 

 

5.47 As with the industrial/warehouse use testing, the appraisals have focussed on one 

set of value dynamics. Assessment of the development context for the borough 

indicates that future office development is likely to occur in two main locations – 

Redhill and Reigate - and the market analysis shows that the value characteristics for 

these areas are broadly similar (indeed they are largely treated as a single market by 

local agents). These areas command the highest values in the borough and therefore 

the results set out above could be argued to represent the “best case scenario” in 

terms of viability. 

5.48 The appraisals and background evidence indicate there to be little difference in the 

viability characteristics of town centre or out-of-town campus/business park type 

offices. 

Recommended Office CIL Charge 

5.49 The outputs for all office schemes tested produce negative residuals before any 

allowance is made for CIL. A marked improvement in rental and investment 

prospects would be required before any meaningful surplus is generated for CIL: 

testing suggests that rents would need to increase by approximately 5% alongside a 

25 basis point hardening in yields and a shortening of rent free incentives to 

approximately 8 months to create even a modest potential for CIL charging. 

5.50 On this basis, it is recommended that a nil charge should be set for office 

development. 

Scheme 
Site 
area 
(ha) 

Gross 
floorspace 

(sqm) 

Net floorspace 
(sqm) 

Surplus available for CIL 

Per hectare Per sqm 

Campus style offices 1.28 7,700 7,000 -£3,128,233 -£521 

In town offices 
medium 

0.10 1,100 1,000 -£3,308,815 -£301 

In town offices large 0.29 4,400 4,000 -£5,671,369 -£378 
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Findings – Leisure and Hotel Development 

Summary of Appraisal Results – Leisure and Hotel 

5.51 Table 21 summarises the outputs of the leisure development appraisals; individual 

detailed appraisals are contained within the Appendices. 

Table 21: Appraisal outputs for leisure/hotel schemes 

 

5.52 Assessment of the development context for the borough indicates that future leisure 

development is likely to occur predominantly in Redhill and, as such, the parameters 

tested are consistent with what would be expected in this area. However, as the 

market analysis shows, rent per room levels for budget hotels and often rental levels 

for facilities such as cinemas tend to be broadly similar irrespective of location. 

Recommended Leisure and Hotel CIL Charges 

5.53 Once again, all of the appraisals for commercial leisure and hotel facilities produce 

negative surpluses and therefore indicate no capacity to afford CIL contributions. 

5.54 For hotels, rent per room would need to increase from £4,500 to approximately 

£4,700 alongside a reduction in yield assumptions (by 50 basis points to 5.5%) 

before the introduction of a CIL charge for these uses could be contemplated.  

5.55 Sensitivity testing on the cinema scheme suggests that the market would need to get 

to a situation where operators did not require substantial premiums to take leases 

and where stronger rents (approaching £180/sqm) could be achieved. Given the 

structure of the market, there is no real prospect of this occurring. 

5.56 On this basis, it is recommended that a nil charge should be set for both leisure and 

hotel developments. 

Scheme 
Site 
area 
(ha) 

Gross 
floorspace 

(sqm) 

Net floorspace 
(sqm) 

Surplus available for CIL 

Per hectare Per sqm 

In town hotel (80 bed) 0.20 2,030 1,440 -£2,046,375 -£227 

Out of centre hotel  
(60 bed) 

0.32 1,600 1,080 -£1,923,396 -£385 

Cinema 0.20 1,800 1,800 -£2,667,866 -£296 
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Findings – Retail Development 

Summary of Appraisal Results – Retail 

5.57 Table 22 summarises the outputs of the retail development appraisals; individual 

detailed appraisals are contained within the Appendices. 

Table 22: Appraisal outputs for retail schemes 

 

5.58 Assessment of the development context for the borough indicates that future retail 

development is likely to occur predominantly in Redhill and, as such, the parameters 

tested for comparison retail are consistent with what would be expected in this area. 

As the borough’s main retail centre, the comparison retail rents/yields achieved in 

this area are likely to be at the upper end of what may be possible in the borough and 

therefore represent somewhat of a best case scenario with other locations likely to be 

less viable. 

5.59 As discussed in the Appendix, the convenience sector is less location sensitive in 

terms of rents/yields, albeit it is recognised that the convenience retail market has 

changed over the past 6 to 12 months: the parameters adopted are considered to be 

consistent with what could be achieved throughout the borough. 

Sensitivity Testing - Allowing for a “Flexibility” Margin 

5.60 In order to ensure that charges are able to respond to market and scheme variations, 

the guidance recommends that charges not be set at the viability ceiling.  

5.61 To inform charge setting and an appropriate level of “buffer” from the maximum 

viable levels, a range of sensitivity testing has been carried out. This testing has 

been based around the following adverse movements in key variables: 

 Rental levels fall by 5% 

 Build costs increase by 5% 

5.62 No sensitivity has been tested around yield. This is because whilst a reduction in 

competition or demand from retailers for sites may impact upon rental levels which 

Scheme 
Site 
area 
(ha) 

Gross 
floorspace 

(sqm) 

Net floorspace 
(sqm) 

Surplus available for CIL 

Per hectare Per sqm 

Comparison – medium 
single storey 

0.05 365 280 £830,795 £114 

Comparison – large 
two storey (with 

mezzanine) 
0.05 650 500 £36,211 £3 

Convenience – 
small/“express” 

0.05 380 280 £1,828,889 £241 

Convenience – 
medium 

0.56 3,625 2,500 £2,010,175 £288 

Convenience – large 1.00 6,525 4,500 £1,819,063 £259 
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can be achieved, yield is actually driven far more by tenant covenant strength and 

location and therefore less sensitive to normal market movements. 

Table 23: Appraisal outputs for retail schemes 

Scheme 
Maximum 
viable (per 

sqm) 

Viable charge 
(decreased rental 

values) 

Viable charge 
(increased build 

costs) 

Comparison – medium 
single storey 

£114 -£24 -£31 

Comparison – large two 
storey (with mezzanine) 

£3 -£110 -£80 

Convenience – 
small/“express” 

£224 £85 £160 

Convenience – medium £288 £106 £167 

Convenience – large £241 £77 £137 

 

Recommended Retail CIL Charges 

5.63 The appraisals indicate marked variation in the viability characteristics of different 

types of retail development. The comparison retail schemes generate significantly 

less residual scope for CIL, with maximum charges ranging from £114 per sqm down 

to as little as £3 per sqm. With sensitivity testing, scope to charge becomes negative 

demonstrating the sensitivity of such schemes. 

5.64 Given such developments will commonly come forward on previously developed sites 

in town centres, in practice, the actual CIL receipts which will be yielded are likely to 

be modest at any rate. In striking the balance between infrastructure funding and 

development delivery, it is considered that it would be prudent to set a nil rate for 

comparison retail, particularly given the importance of this type of retail growth to the 

regeneration of Redhill (which is an important part of the Core Strategy). 

5.65 Conversely, the results of the convenience schemes show greater capacity to afford 

CIL, with all schemes showing maximum surpluses equivalent to more than £220 per 

sqm. Even allowing for adverse market movements, sensitivity testing still 

demonstrates that schemes are capable of support at least £80 per square metre up 

to as much as £170 per square metre. 

5.66 On this basis, it is recommended that a nil charge should be set for comparison 

retail schemes whilst a charge of approximately £120 per square metre should be 

set for convenience developments. As noted in the development context, two of the 

major supermarket schemes required to deliver the convenience retail requirements 

set out in the Core Strategy and contribute to the regeneration of Redhill already 

have consent. It can therefore be concluded with confidence that these charges 

would not threaten the delivery of retail development or the objectives of the 

plan as a whole. 
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Standard Charge – All Other Uses 

5.67 Section 2 above sets out the development context for Reigate & Banstead and, in 

particular, identifies those development types which are pivotal to the delivery of the 

Core Strategy. Appraisals have been conducted for a variety of schemes within these 

broad development categories to establish a charging rate which would not render 

these important elements as unviable.  

5.68 However, aside from these uses specifically tested, there is plethora of other less 

common (and typically Sui Generis) development types which could potentially come 

forward within the borough. These uses are not central to the delivery of the 

development strategy, are very unlikely to come forward on any meaningful scale 

and, in most cases, may take existing premises and thus not be liable for CIL. Any 

attempt to specifically define a charge level for such uses individually would therefore 

be disproportionate and would be unlikely to be robust given that their unique 

circumstances often requires specialist valuation. 

5.69 In practice, many of these less common, tangential development types are likely to 

occupy premises in circumstances which are similar to those of the major non-

residential land use categories (industrial/distribution; retail and office): they too are 

unlikely to be able to support a CIL charge. On this basis, a borough-wide nil charge 

capturing these “other uses” is set. 
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Summary of Recommendations 

5.70 Table 24 summarises the charging recommendations discussed above based on the 

evidence and other balancing considerations. Taking all of the evidence into account, 

it can be concluded with confidence that charges set at these levels would not 

threaten the delivery of the planned development in the Core Strategy or its 

objectives taken as a whole. 

Table 24: Summary of recommended charging rates (core recommendation) 

Development Type Area Charging 
Recommendation (per 

sqm) 

Residential (falling within Use 
Class C3) 

Urban Zone 1 (corresponding broadly 
with Redhill and Horley town centres) 

£20 

Urban Zone 2 (corresponding broadly 
with Reigate and north of the 
borough) 

£140 

Urban Zone 3 (covering the 
remainder of the urban area) 

£80 

Horley North West Zone £180 

Sustainable Urban Extensions and 
rest of the borough 

£200 

Care homes (falling within Use 
Class C2) 

All areas £0 

Wholly or mainly convenience 
retail 

All areas £120 

All other retail developments All areas £0 

Offices All areas £0 

Industrial, storage and 
distribution 

All areas £0 

Commercial leisure All areas £0 

Hotels All areas £0 

All other uses All areas £0 
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