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MATTER 3: RESIDENTIAL LEVY RATES 
 
1. Are the differential local levy rates for new residential accommodation 
justified by appropriate available, consistent and transparent evidence? 
 
1.1 Yes, the proposed differential levy rates for new residential accommodation 

are justified by the viability evidence set out in the Revised Viability 
Assessment Report (VAR) [RBBC04]. 
 

1.2 As required by the Practice Guidance (paragraph 019 25-019-20140612), the 
VAR [RBBC04] samples an appropriate range of residential schemes, 
reflecting the diversity and nature of residential development which is both 
planned to come forward over the life of the plan and reflects the types of 
schemes being promoted by the market (see paragraphs 4.2 to 4.10 and 
Table 2). These scenarios are drawn from the growth planned in the Core 
Strategy [RBBC10], the Council’s land availability evidence (SHLAA) and 
analysis of historic windfall developments and have been tested at Sales 
Value points consistent with the locations in which they are likely to come 
forward. 
 

1.3 In particular, the VAR tests: 

 High density residential schemes in lower value areas such as town 
centre regeneration areas of Redhill and Horley (RBBC10 Policy CS6 
2a) 

 A wide range of other urban residential opportunities across different 
value areas reflective of the general focus on ‘urban areas first’ and 
likely future windfall development (RBBC10 paragraphs 6.2.4-6.2.5 and 
Policy CS6 2) 

 The Horley North West Sector strategic site (RBBC10 Policy CS6 2a) 

 Greenfield urban extensions of a type, scale and location consistent 
with those areas of search identified in the Core Strategy (RBBC10 
paragraphs 6.2.7-6.2.8 and Policy CS6 3) and individual sites being 
promoted within the SHLAA. 

 
1.4 The assumptions adopted for the viability appraisals are justified by available 

local evidence, or are consistent with standard industry practice. Assumptions 
and inputs used within the appraisals are explained in Section 4 of the VAR 
[RBBC04] with supporting evidence discussed in detail in the appendices 
(Appendix 1 [RBBC05]). Inputs are also clearly set out within the appraisal 
summaries (Appendix 2 [RBBC05] pages 39-63). 
 

1.5 The appraisals are based on the most up to date information available at the 
point of preparation and present a consistent snapshot of development 
conditions at February 2015.  
 

1.6 In line with the Harman Guidance (page 34), inputs for development revenues 
(RBBC04 Table 6) are derived from extensive analysis of values achieved on 
recent local new build residential sales (Appendix 1 [RBBC05] paragraphs 20-
33 and Table A1-9) up to February 2015. Sales rates and development 
timeframes adopted also reflect market conditions and evidence from house 



RBBC14 

2 

builders (see paragraphs 4.62 to 4.68 [RBBC04] and paragraphs 6-12 
[RBBC05]). 
 

1.7 Build costs are taken from BCIS, rebased to Reigate & Banstead in February 
2015, in accordance with industry practice and also consistent with the 
Harman Guidance (page 34). Appropriate allowances for external works, 
infrastructure and “opening up” costs have also been included within the 
valuations, consistent with industry research (RBBC04 paragraph 4.31 to 4.33 
and Table 10). In particular, within the SUE and Horley North West appraisals, 
allowances of £10,000 per unit “opening up” costs, combined with external 
works at 12.5% of build costs (which equates to just over £14,000 per unit), is 
above the £17,000-£23,000 cost envelope for providing serviced plots 
suggested in the Harman Guidance Viability Testing Local Plans (Appendix B 
(2) Page 44). 
 

1.8 The Council’s approach to other key assumptions, including profit allowances 
and residual section 106 requirements is also underpinned by evidence and 
consistent with practice accepted in other CIL examinations (see responses to 
Issues 4 and 5 of this Matter). 
  

1.9 The Council’s therefore considers that the rates proposed are informed by 
viability evidence which – in line with the requirements of the Practice 
Guidance (paragraph 019 25-019-20140612) – samples an appropriate range 
of sites, adopts a consistent and robust methodology supported by extensive 
and appropriate local information and follows accepted practice from other 
CIL examinations and industry guidance (including the Harman Guidance and 
RICS Financial Viability in Planning). Detailed explanation of the “appropriate 
balance” and economic justification for each of the rates is provided in the 
Council’s responses to Issues 2 and 3 below. 

 
2. Overall, do the residential rates strike an appropriate balance between 
helping to fund the new infrastructure required and the potential effect on the 
economic viability of new residential accommodation across the five zones? 
 
2.1 Yes, the proposed rates for residential development are considered to strike 

an appropriate balance between funding new infrastructure and the potential 
economic effect on viability of residential development across the borough. 
 

2.2 As set out in responses to Matter 1, there is a significant identified aggregate 
infrastructure funding gap over the life of the Core Strategy of approximately 
£55 million. As the main source of growth in the borough over the plan period, 
the contribution to be made by residential development through CIL is 
therefore of critical importance to the delivery of the infrastructure needed to 
ensure growth can be accommodated sustainably and at the pace required 
(see paragraphs 7.3.3-7.3.4 and Policy CS12 [RBBC10]). As a consequence, 
it is critical to plan delivery. 
 

2.3 Against this context, it is appropriate that, informed by the outputs of viability 
testing, the Council applies variable charges for residential development in 
different locations across the borough. This will maximise infrastructure 
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funding contributions, whilst ensuring that development in different locations 
pays a fair share consistent with their viability. 
 

2.4 As set out in the VAR (RBBC04 paragraphs 5.33 to 5.39), the vast majority of 
development in the borough would remain viable at the charges proposed and 
– as set out in the Council’s response to Matter 2 Issue 6 (and Annex 1 of that 
statement) – would retain a considerable viability cushion of at least 30% 
(consistent with the principle within the Practice Guidance (Paragraph 019 25-
019-20140612) and reflecting practice accepted at other CIL examinations).  
 

2.5 Where developments may be unviable following the imposition of CIL, 
relatively minor adjustments to affordable housing requirements (discussed 
further in the response to Issue 10 below, and in the VAR [RBBC04]), would 
enable these schemes to be brought forward viably. At any rate – the VAR 
(RBBC04 paragraph 5.36) demonstrates that these schemes have 
represented less than 5% of residential development in the borough over the 
past 5 years. They are therefore not considered to be critical to the delivery of 
the plan as a whole. 
 

2.6 The Council also notes that, for the North West Sector, the combined cost of 
the proposed CIL charge (at £180 per sqm) and residual s106 costs (of 
£14,300 per unit) is not significantly greater than the value of the section 106 
agreement (which totals over £39 million – see Annex 2) which the 
Consortium recently signed (in December 2014) in respect of the 
development. This provides further confidence that the viability of the scheme 
would not be threatened at the CIL charge proposed. 
 

2.7 As set out in the Council’s response to Matter 2 Issue 10, CIL at the rates 
proposed also represents a small proportion of total development costs, at 
most 5% and in the majority of scenarios significantly less. It is therefore a 
minimal burden on viability and unlikely to be a determining factor in the 
motivation of developers and landowners to bring forward sites. 
 

2.8 Taken as a whole, it can therefore be concluded with confidence that the 
charges would not threaten the overall economic viability of residential 
development or the deliverability of the Core Strategy. Coupled with the 
critical need for infrastructure, the Council therefore considers that the 
proposed charging approach strikes the appropriate balance required by the 
CIL Regulations (Regulation 14). 
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3. Is there adequate economic justification to support five separate differential 
rates for dwellings? Has the Council sought to avoid undue complexity? 
 
3.1 The evidence in the VAR demonstrates that there is marked variation in the 

viability of residential development across the urban area. This is based on 
robust and appropriate sampling of different schemes, and in itself supports 
differential residential rates. 
 

3.2 The variation in the viability of residential development particularly results from 
variation in the residential sales values; reflecting distinct market areas within 
the borough (see Table 6 [RBBC04]). It is also impacted by the fact that 
different types of development are likely to come forward in different locations 
(e.g. high density in Zone 1) and the differences in construction costs and land 
values which result. 
 

3.3 In defining the differential rates and Zones, consideration was particularly paid 
to advice in the Planning Practice Guidance which advocates a focus on 
strategic sites and sites where the impact of the levy is likely to be most 
significant. 
 

3.4 At Preliminary Draft Charging Schedule stage (PDCS), the Council consulted 
on a flat rate across the urban area. However, further updated viability testing 
- particularly reflecting changes in build costs for higher density schemes and 
more fine-grained analysis of sales values at a settlement level – indicated 
greater variation in viability than previously identified. The introduction of 
differential rates more reflective of the market and development variations 
across the borough’s urban area was also supported by a number of 
responses received at Preliminary Draft Charging Schedule stage. 
 
Zone 1 
 

3.5 The decision to define a separate zone covering developments in the town 
centres of Redhill and Horley (Zone 1) is informed by the evidence of low 
viability in these areas (as confirmed by the outputs for Value Area 1 in Table 
14 and Table 18 [RBBC04]). This position is uncharacteristic of development 
elsewhere in the urban area and stems from the fact that developments in 
these key regeneration areas attract amongst the lowest sales values in the 
borough (see Table 6 [RBBC04] and Table A1-9 [RBBC05] but also 
experience higher construction costs (Table 10 [RBBC04]) due to their high 
density nature.  
 

3.6 Identification of these areas as a specific Zone in the DCS reflects the 
strategic importance of development in these locations to delivery of the Core 
Strategy to both housing delivery and the overall regeneration of town centres 
and the specific advice in the Planning Practice Guidance that “if the evidence 
shows that an area includes a zone…which has low, very low or zero viability 
the charging authority should consider setting a low or zero levy rate in that 
area”. As shown in Table 18 [RBBC04], levying a higher charge (for example 
consistent with the £80/sqm proposed in Zone 3), would present a real risk 
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that schemes may be prevented from coming forward; even with negotiation 
around affordable housing. 
 
Zone 2 and 3 
 

3.7 The VAR also shows that even outside of the town centre areas discussed 
above, there is demonstrable variation in viability between different parts of 
the urban area which justifies two further urban charging zones of £80 per 
sqm and £140 per sqm. The outputs in Table 14 [RBBC04] consistently 
demonstrate that in Value Area 4 (Zone 2), there is markedly greater scope to 
afford CIL (with maximum CIL levels typically at or above £300 per sqm) than 
in Value Areas 2 and 3 (Zone 3) (where maximum CIL levels more commonly 
range between £100 and £200 per sqm). 
 
Zones 4 and 5 
 

3.8 Differential rates applying to greenfield developments outside the urban area 
– including the North West Sector and planned urban extensions – also have 
a clear and robust economic justification. As Table 17 [RBBC04] 
demonstrates, these scenarios generate markedly and consistently greater 
scope for CIL, with maximum CIL levels of £256 per sqm for the North West 
Sector and over £275 per sqm for other urban extension scenarios. Mindful of 
the advice in the Practice Guidance (Paragraph 019 25-019-20140612) of the 
focus which should be placed on strategic sites, it is therefore considered to 
be appropriate to treat development within these locations separately to urban 
sites, but also set individual charges for each reflective of the differences in 
viability between the areas and the scale of development. 
 

3.9 The Council therefore considers that there is robust and consistent viability 
justification for each of the differential rates proposed. The definition of the 
zones is also considered to reflect the importance of ensuring that CIL is 
appropriately tailored for strategic sites and development locations. The 
approach proposed is not, therefore, unduly complex. Rather it will ensure that 
CIL will apply fairly and proportionately across the borough, taking into 
account both viability considerations and the important need to secure 
contributions to infrastructure (see also response to Issue 2 above) and the 
need to reflect the local market.  
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4. Are the assumptions relating to ongoing S106 contributions realistic and 
derived from an adequate evidence base? 
 
4.1 As set in the Council’s response to Matter 2, Issue 4, the allowances made 

regarding ongoing s106 contributions are based on evidence from local 
schemes and are consistent with established practice. The assumptions 
adopted are: 

 £1,000 per unit on urban residential schemes 

 £10,000 per unit on urban extension appraisals 

 £14,300 per unit on the Horley North West Sector. 
 
Urban residential schemes 
 

4.2 For urban residential schemes, analysis of recent local planning consents 
confirms that the £1,000 per unit allowance is realistic. Since April 2013, only 
37 urban brownfield housing schemes (out of a total of 234 permissions – 
16%) in the borough have been required to provide contributions towards local 
infrastructure, illustrating that planning obligations have rarely been required 
on urban housing schemes. Further, in the vast majority of 34 cases identified 
above, these obligations required pooled contributions towards generic 
infrastructure pots which are no longer being implemented and at any rate 
would be replaced by CIL moving forward. Site specific contributions were 
required in only three of these cases (1% of permissions) with the cost 
ranging from £278 to £1,750 per unit. 
 

4.3 Consistent with recent trends, it is anticipated that in the future s106 
contributions will only be sought for the minority of brownfield urban residential 
schemes. A £1,000 per unit allowance made for urban residential scenarios is 
considered to be realistic and justified. The Council notes that its assumptions 
in this regard are also consistent with the allowances made in CIL viability 
appraisals across the country, including those of numerous neighbouring 
authorities which have adopted CIL including: Tandridge, Epsom & Ewell and 
LB Sutton. 
 

4.4 The s106 allowance for the urban extensions schemes tested is similarly 
derived from actual site specific obligations agreed on large residential 
schemes which have come forward in the borough over the past decade (see 
Annex 1). This includes housing developments ranging from 130 dwellings to 
over 1,500 dwellings and thus represents a robust sample across different 
types of large residential schemes. 
 

4.5 This evidence illustrates that the average cost of site specific financial 
contributions and in-kind works on large residential schemes has been just 
under £9,000 per unit. This includes contributions to works such as local 
highway and junction improvements, construction of access and link roads, 
bus service enhancements, community provision and open space but 
excludes the type of generic contributions – based on the Council’s draft 
infrastructure list [RBBC02]– which would be captured through CIL moving 
forward (for example contributions towards off-site healthcare). 
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4.6 The allowance of £10,000 per unit made in the appraisals for urban 
extensions is therefore considered to be soundly based in evidence, realistic 
to the local area and appropriate to the scale and nature of sites anticipated to 
come forward. It also incorporates an additional margin over and above the 
cost indicated by past schemes, providing further confidence of viability. The 
Council notes that this figure is also consistent with the large site s106 
allowance explicitly accepted by the examiner of the East Cambridgeshire 
CIL. 
 

4.7 The allowance of £14,300 per unit for the Horley North West Sector is 
explained in paragraph 4.75 and Table 12 in RBBC04 and is based on known 
costs of the infrastructure elements for the Sector which the Council would still 
expect to secure through s106/s278 once CIL is in place. It is also realistic 
that a site of this scale (i.e. at least 3 times larger than sites that are being 
promoted in the SUE locations) would attract a higher s106 requirement given 
the additional site specific infrastructure needs that it would generate. 
 

4.8 Some representations (notably Savills [022] and Quod [020]) have sought to 
compare s106 assumptions within the appraisals to the tariff figures within the 
Council’s Planning Obligations and Infrastructure SPG (as shown in Table 1 
[RBBC09]). However, these figures are a generic tariff – and therefore are the 
types of contribution which CIL would be expected to replace. They are not, 
and do not include, the site specific mitigation which developers would be 
expected to provide in addition through s106 in order to make a scheme 
acceptable in planning terms. 
 

5. Are developer profit levels calculated appropriately? For large scale 
developments should ROCE be included within the calculations to test the 
financial viability of CIL rates? 
 
5.1 The developer profit levels included within the residential appraisals are 

consistent with industry standard assumptions. 
 

5.2 The use of variable margins of 20% of Gross Development Value (GDV) for 
private market units and 6% of GDV has been widely and explicitly accepted in 
Examiners’ Reports for a number of recent CILs despite challenges from the 
development industry similar to those made to this Council’s CIL (see Savills 
[Representor 022]). Examples include Wokingham, Wiltshire, Southend and 
Bracknell Forest (see Annex 2 for relevant extracts)). These rates are also 
generally adopted by residential developers in viability statements submitted to 
the Council in support of planning applications. 
 

5.3 Across all residential scenarios, the profit assumptions used still provide a 
blended profit of at least 17.5% of GDV which is considered to provide a 
competitive level of return and reward which is proportionate to the risk 
associated with development given the strength of the local housing market 
and sufficient to motivate a “willing developer” to bring forward development 
(as per paragraph 173 of the NPPF and Practice Guidance paragraph 015 10-
015-20140306). 
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5.4 Coupled with the contingencies allowed for in the appraisals (5% on urban 
schemes, increased to 7.5% on large scale urban extensions), the overall 
approach is considered to represent a level of margin which would be more 
than sufficient to meet requirements for accessing lending/finance in the 
current market (see paragraph 4.60 in the VAR [RBBC04]). 
 

5.5 Measuring profit against GDV is an industry standard, accepted approach for 
appraisals used to inform CIL. The viability model used by the Council for the 
large residential schemes does however generate an output in the form of an 
Internal Rate of Return (IRR) for the scheme (IRR being the compound annual 
rate of return on capital employed over the life of the development). These are 
set out below for transparency: 

 150 dwelling scenario: 23.8% 

 300 dwelling scenario: 22.9% 

 Horley North West Sector scenario: 20.6% 
 

5.6 The Council notes that these outputs compare favourably with the ROCEs 
achieved by major Plc house builders over the past year (see below – taken 
from 2014 annual trading statements). 

 Barratts – 19.5% 

 Redrow – 18.0% 

 Bovis – 16.0% 

 Crest Nicholson – 26.0% 

 Persimmon – 24.6% 

 Taylor Wimpey – 20.6% 
 
6. Is the methodology used to calculate the viability of future proposed urban 
extensions adequately transparent and replicable to enable sensitivity testing 
of variables? How does this method compare in outputs to the standard 
residual model? 
 
6.1 The methodology and approach used by the Council to calculate the viability of 

urban extensions is considered to be appropriate, transparent and replicable. 
 

6.2 The model used for the valuations (the Development Appraisal Tool ‘DAT’) is 
produced by the Homes and Communities Agency for use to prepare viability 
appraisals in planning and is broadly comparable to industry software such as 
Argus.  
 

6.3 For large scale urban extensions, this has been used by the Council in 
preference to the model used for urban schemes to enable the timing/phasing 
of costs and revenues, and the resultant impact on finance costs, to be 
accurately modelled. These considerations are particularly important given the 
longer development programmes associated with larger sites. The basic 
methodology which underpins the model is not however substantively different 
to the standard residual model used for the appraisal of urban sites in the VAR 
[RBBC04]. 
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6.4 All of the assumptions and inputs to the appraisals are explained in detail in 
Section 4 of the VAR [RBBC04] to enable replication and sensitivity testing, 
and where appropriate have been further clarified in these statements. 
 

6.5 Within the appendices to the VAR [RBBC05] (pages 50-52), the Council chose 
to present the outputs of the appraisals in the form of a cashflow rather than in 
the tabulated format used for urban residential scenarios: this was done to 
provide transparency and clarity to interested parties with respect to 
assumptions regarding the timing of income and outgoings. 
 

6.6 Whilst the Council is confident that its assumptions are clearly communicated 
within the VAR [RBBC04 and RBBC05], outputs of the appraisals presented in 
the tabulated RLV format consistent with the urban sites are included in Annex 
3 to this statement to aid discussion and interrogation of the appraisals. 
 

7. Should the viability assessments for the urban extensions be tested at both 
500 and 700 dwellings given that no allocations have yet been fixed? 
 
7.1 Whilst allocations have yet not yet been fixed, the Council maintains that it is 

not necessary for the viability of urban extensions at 500 and 700 dwellings to 
have been tested. 
 

7.2 The Planning Practice Guidance (paragraph 19 25-019-20140612) advises 
that the sampling in viability evidence “should reflect a selection of the different 
types of sites included in the relevant Plan”.  
 

7.3 Whilst the Core Strategy indicates land releases of up to 500 to 700 units 
within two of the urban extensions areas, the Council’s evidence of land 
availability (as illustrated through the Strategic Housing Land Availability 
Assessment 2014), suggests that there are no individual sites being promoted 
within the broad areas of search capable of delivering this quantum of housing 
on their own: this is illustrated in the table in Annex 4. 
 

7.4 Current evidence would therefore indicate that achieving the capacities 
identified within the Core Strategy within each of the urban extensions broad 
locations is therefore likely to require a number of separate, smaller sites. 
Hence, the Council considers that the scope of viability testing included within 
the VAR [RBBC04] appropriately reflects this development context and the 
types of sites likely to come forward. 

 
8. Are the site acquisition costs and benchmark land values justified by 
appropriate available evidence? Has evidence of recent land transactions been 
taken into account? If so, should it be? 
 
8.1 The benchmark land values and site acquisition costs adopted within the 

appraisals are justified by local evidence and are consistent with standard 
industry approaches. 
 

8.2 The benchmark land values for both brownfield and greenfield sites take 
account of available evidence of recent land transactions in a manner 
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consistent with advice in both the Harman Guidance (page 29) and RICS 
Financial Viability in Planning (paragraphs 3.4.5-3.4.8) and accepted practice 
at other CIL Examinations (for example Great Norwich Development 
Partnership (GNDP) and Sandwell). This evidence is set out in Table A1-17 
and paragraph 88 in Appendix 1 of the VAR [RBBC05].  
 

8.3 A fuller explanation of the approach to benchmark land values for urban sites, 
including the justification of a modest 10% discount, is set out in Council’s 
response to Matter 2, Issue 7. 
 

8.4 The urban benchmark land values have also been triangulated against 
analysis of land value evidence published by industry sources and the 
Department for Communities and Local Government (as set out in Tables A1-
18 and A1-19 in the appendices to the VAR [RBBC05]). This suggests that the 
Council’s assumptions are realistic and provides further confidence that the 
approach taken has been both robust and appropriate. 
 

8.5 As set out above, the greenfield land value benchmark used in the VAR is 
also supported by recent transactional evidence (paragraph 88 [RBBC05]). 
The benchmark level of £800,000 per net developable hectare equates to 
around £600,000 per gross hectare based on the scenarios tested.  
 

8.6 As set out in RBBC05 (paragraph 102-103), this represents a substantial uplift 
of around 20 times compared to the value of agricultural/urban fringe land in 
and around the borough. It is therefore considered to offer a sufficient and 
competitive return to persuade the willing landowner to sell (as per the NPPF 
[paragraph 173], Practice Guidance [paragraph 015 10-015-20140306]) and 
represents the “once in a life-time event” recognised in the Harman Guidance 
(page 30). The figure adopted also compares favourably with the value 
envelope suggested in the DCLGs Cumulative impacts of regulations on 
house builders and landowners Research Paper (page 7) which advises that 
“development proposals will normally need to support land values of £200,000 
to £300,000 per net developable acre (i.e. up to £741,000/ha) if the land is to 
come forward for development”. The assumption is also above that accepted 
in other CIL examiners reports for authorities including Bracknell Forest 
(£400,000/gross ha), Three Rivers (£480,000/gross ha) and Wokingham 
(£300,000/gross ha). 
 

8.7 In summary, both the brownfield and greenfield benchmark land values are 
therefore justified by local evidence, consistent with accepted practice and are 
considered to provide a sufficient and competitive return for a willing 
landowner to incentivise them to bring sites forward for development (as 
required by paragraph 173 of the NPPF and Practice Guidance paragraph 
015 10-015-20140306). The Council is not aware of any clear, consistent and 
locally specific evidence which challenges the benchmark land value 
assumptions adopted in the appraisals. 
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Affordable Housing 
 
9. What impact would the November 2014 Written Ministerial Statement 
Support for Small Scale Developers, Custom and Self Builders, and the 
introduction of the Vacant Building Credit have on the economic viability of 
housing and the amount of overage available for CIL in the five charging 
zones? 
 
9.1 Since the publication of the November 2014 Written Ministerial Statement and 

changes to the Planning Practice Guidance, the Council has nonetheless 
continued to require financial contributions from smaller sites towards 
affordable housing in line with its recently adopted Core Strategy policy 
(Policy CS15). This was based on the Council having a very recently adopted 
Development Plan (which should be given primacy) and the high level of need 
for affordable housing in the borough. As such, the small site “exclusion” and 
Vacant Building Credit (VBC) was not factored into any of the residential 
appraisals in the VAR [RBBC04]. 
 

9.2 Therefore – and specifically in response to the question posed in ED-3 - the 
judgement in West Berkshire District Council and Reading Borough Council v 
SSCLG and the resultant quashing of the changes to the guidance in respect 
of small sites and the VBC does not have any implications for the setting of 
residential rates. 
 

9.3 In the event that the Government were to successfully challenge the 
judgement and reinstate the policy, the effect of both the small sites exclusion 
and VBC would be to increase the CIL overage identified in the VAR for the 
majority of scenarios tested. 
 

9.4 In particular, for residential schemes of 10 units or less across all charging 
zones, the small sites exclusion would increase the capacity for CIL by a level 
broadly commensurate with the affordable housing contribution required (i.e. 
by £79/sqm on sites of 1 to 9 units and on sites of 10 units by £155/sqm – see 
paragraph 4.80 [RBBC04]. 
 

9.5 The impact of VBC is more difficult to determine as the appraisals in VAR 
[RBBC04] are based on cleared sites and do not make any allowance for 
existing buildings (see paragraph 4.13 and 5.4 [RBBC04]). However, its 
introduction would increase the CIL overage available on any site with existing 
floorspace since it would reduce the cost burden of affordable housing. 
However, as for the most part, the existing buildings/floorspace would also be 
netted off the CIL liability, it is possible that these sites would have a reduced 
or nil CIL liability anyway. 
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10. The Council’s CIL evidence suggests within Zones 1 and 3 that the 
provisions of Policy CS15 may not be able to be fully implemented. If so, is 
this justified? 
 
10.1 The VAR (see paragraphs 5.33 to 5.39 [RBBC04]) identifies that a small 

number of the residential scenarios tested may not be viable at the rates 
proposed in the DCS and, as a consequence, may require reduction in the 
affordable housing requirements set out in Policy CS15. This includes high 
density schemes in Zone 1 and some flatted schemes (10 and 20 units) in 
Zone 3. 
 

10.2 The analysis at paragraphs 5.33 to 5.39 of the VAR is intended to illustrate 
what reduction in affordable housing would be required to make these 
schemes viable. 
 

10.3 In Zone 1, the schemes tested through the VAR [RBBC04] are not able to 
provide affordable housing (or financial contributions) which fully meet the 
expectations of Policy CS15 even before the imposition of CIL (see Table 18 
and paragraph 5.33). The imposition of CIL at the rate proposed does not 
therefore – in itself – compromise full implementation of Policy CS15 in this 
location. 
 

10.4 Whilst the imposition of the proposed £20 per sqm charge inevitably creates 
additional pressure on the level and mix of affordable housing which can be 
achieved on individual schemes, Table 18 of the VAR [RBBC04] illustrates 
that the impact is relatively modest, is unlikely to be the key factor affecting 
viability and requires relatively small reductions in affordable housing 
provision/contributions when compared to the nil CIL scenario. The modest 
CIL charge proposed is therefore considered to strike a reasonable balance 
between delivery of affordable housing and securing contributions towards 
necessary infrastructure. 
 

10.5 In Zone 3, the VAR [RBBC04] (paragraph 5.35) shows that only 2 of the 
scenarios tested (the 10 and 20 units schemes tested at sales values of 
£3,400 per sqm) would be unviable (and therefore require negotiation on 
affordable housing), at the £80/sqm rate proposed.  
 

10.6 As the VAR confirms (paragraph 5.36), the schemes which would be unviable 
have represented only a small proportion of overall housing opportunities 
historically and, at any rate, the reduction in affordable housing provision 
would again be relatively modest. 
 

10.7 In both Zones, the Council considers its approach is justified and is a 
reasonable and proportionate response to balancing the needs for both 
affordable housing and infrastructure. The approach taken would not threaten 
the Council’s overall ability to achieve the affordable housing objectives of the 
Core Strategy. It is worth noting that Policy CS15 specifically enables 
negotiation on affordable housing provision or contributions where viability a 
genuine issue to ensure that the plan is flexible enough to respond to 
economic and individual site circumstances. 
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Retirement Housing 
 
11. Would it be possible to justify the setting of a differential rate for specialist 
retirement housing by economic viability evidence? How would such a rate 
impact on the need to fund the infrastructure required and the economic 
viability of retirement housing and the implementation of the objectives of the 
CS? 
 
9.6 The Council does not consider that the economic viability evidence justifies 

the setting of a differential rate for retirement housing. 
 

9.7 The outputs of retirement housing appraisals carried out through the VAR 
(see table 14 [RBBC04]), illustrate that such schemes can support the 
standard residential charges proposed whilst still retaining a comfortable 
viability margin of at least 30%. 
 

9.8 In light of representations received on the draft Charging Schedule 
(specifically 015: Planning Issues for Churchill Retirement), the Council has 
prepared further evidence to ensure that this conclusion and charging 
approach is robust. This includes appraising two further retirement scenarios 
in response to the suggestion that previous testing was limited (see Planning 
Issues [Rep 015]. The scale of these schemes reflects recent applications for 
retirement housing in the borough. Some of the assumptions used in the 
appraisals have also been revisited to ensure they are realistic, robust and 
reflect market evidence: these are clearly explained in Table 2 of Annex 5 to 
this statement. 
 

9.9 This additional testing is included at Annex 5. The outputs (see Table 4) 
confirm that the retirement schemes tested would be viable at the residential 
charges proposed and that a considerable viability cushion (in accordance 
with the Planning Practice Guidance) of at least 30% in each case, would be 
provided.  
 

9.10 It is also of relevance that the level of cushion shown for retirement schemes 
would be consistent with that of conventional housing schemes and therefore, 
in line with the Planning Practice Guidance (paragraph 021 25-021-
20140612), there can be confidence that the charging schedule would not 
have a disproportionate impact on this particular sector/form of development. 
 

9.11 Mindful of the advice in the Planning Practice Guidance (paragraph 021 25-
021-20140612) that differences in rates need to be justified by reference to 
the economic viability of development and should not be used as a means to 
deliver policy objectives, it is therefore not considered possible or appropriate 
to set a differential charge for retirement housing based on the evidence 
available, irrespective of the judgement made on its contribution to the 
objectives of the Core Strategy. 
 

9.12 Retirement housing developers compete within the land market alongside 
developers of conventional residential schemes. The Council considers that 
introducing a differential CIL rate which provided a retirement housing 



RBBC14 

14 

developers with a competitive advantage – despite viability evidence 
consistently demonstrating that such schemes can sustain the same level of 
CIL – would present a significant risk in terms of state aid compliance. 
 

9.13 Additionally, as discussed in Annex 5 (paragraphs 3.7 to 3.10; and 4.3), the 
Council does not consider that delivery of the Core Strategy or its objectives is 
dependent upon specialist retirement housing. In light of this, and the viability 
evidence, a separate charge for retirement housing within the draft Charging 
Schedule would represent the sort of undue and unjustified complexity which 
the Planning Practice Guidance advises against.  
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ANNEX 1: COST OF S106/S278 CONTRIBUTIONS ON LARGE RESIDENTIAL SITES 

Summary Table 

Site Date of Consent Number of Units 

Total Cost of 
Obligations (per 

unit) 

Of which generic 
infrastructure 

Of which site 
specific 

requirements 

Horley North West Sector 2014 1,510 £24,995 £10,738 £14,257 

Horley North East Phases 1 & 2 2006 600 £20,190 £8,902 £11,288 

Horley North East Phase 3 2008 110 £24,233 £14,323 £9,910 

Park 25, Redhill 2006 500 £8,574 £2,250 £6,324 

Watercolour, Redhill 2005 500 £13,384 £1,911 £11,473 

De Burgh, Tadworth 2015 (resolution) 180 £13,791 £7,252 £6,539 

Merland Rise, Tadworth 2013 130 £13,396 £6,694 £6,702 

Hooley Goods Yard, Redhill 2004 180 £4,697 £1,867 £2,831 

Average     £8,665 
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North West Sector (Horley) (Granted 2014 - 1,510 dwellings) 

  Cash/In-kind Type Total £ 

Highways      

Off-site junction improvements Cash Generic 549,160 

Meath Green Lane Traffic Management Cash Site specific 184,102 

Neighbourhood Travel Plan monitoring costs Cash Site specific 24,600 

Off site cycle works Cash Site specific 532,987 

Subway works Cash Generic 399,298 

A217 & A23  link roads & junctions In kind Site specific 7,046,154 

TOTAL  8,736,301 

Passenger Transport      

Core Bus route works Cash Generic 1,389,917 

Horley Station Interchange Cash Generic 835,593 

Town Centre Bus Route Works & maintenance Cash Generic 181,220 

NWS Bus Route Works & maintenance Cash Site specific 805,773 

Town Centre Tran. Info. Terminals & maintenance Cash Generic 19,220 

NWS Public  Tran. Info. Boards Cash Site specific 27,996 

Town Centre Tran. Info. Boards Cash Generic 5,045 

RTPI and maintenance Cash Generic 509,774 

Core Bus Service running costs Cash Generic 122,832 

NWS Bus Service running costs Cash Site specific 3,808,448 

Public Transport publicity  Cash Generic 40,259 

Community transport Cash Generic 290,516 

Horley Station improvements Cash Generic 61,398 

TOTAL   8,097,991 

Education      

Early years contribution Cash Generic 259,524 

Primary school contributions Cash Site specific 5,605,714 

Primary school site In-kind Site specific 2,805,000 

Secondary school contributions Cash Generic 4,090,889 

Post 16 contributions Cash Generic 195,940 

TOTAL  12,957,067 

 Community Services   

Library Cash Generic 676,050 

Youth Centre Cash Generic 250,622 

TOTAL  926,672 

Open Space and Play      

Town Park contribution Cash Generic 1,685,920 

Town Park  Pavilion Cash Generic 320,054 

Town Park maintenance Cash Generic 726,790 

Town Park Pavilion maintenance Cash Generic 150,704 

NWS allotments maintenance Cash Generic 24,874 

Local Areas of Play maintenance Cash Generic 540,214 

Local Equipped Areas of Play maintenance Cash Generic 518,850 

Riverside Green Chain, allotment and play area land In-kind Site specific 0 

TOTAL  3,967,406 

Leisure Centre      

Leisure centre Cash Generic 1,742,770 

Leisure centre maintenance Cash Generic 489,730 

TOTAL   2,232,500 

Community Services      

Neighbourhood hall management & maintenance Cash Site specific 302,676 

Day Centre Cash Generic 137,634 

CCTV Cash Site specific 90,250 

TOTAL  530,560 

 Administration   
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Core Professional costs Cash Site specific 74,598 

Section 106 administration Cash Site specific 219,584 

TOTAL  294,182 

GRAND TOTAL  37,742,679 

 
 

 
 Total Per unit  24,995 

Of which site specific  14,257 

Of which generic  10,738 

 

Watercolour (Redhill) (Granted 2005 - 500 dwellings) 

  Cash/In-kind Type Total £ 

Highways      

Off-site junction works (Battlebridge Lane/Frenches 

Lane, Fairhaven Road/London Road) 

Cash 
Site specific 

420,000 

Frenches Road and Nutfield Road Traffic Management Cash Site specific 360,000 

Holmethorpe Avenue/Ormside Way widening and 

junction works 

In-kind 
Site specific 

350,000 

Holmethorpe relief road/link road contribution In-kind Site specific 4,000,000 

Off-site cycle and pedestrian works Cash Generic 200,000 

Traffic signal maintenance sums Cash Site specific 29,110 

TOTAL  5,359,110 

Passenger Transport      

Bus service running cost subsidy and route works Cash Site specific 327,750 

Travel voucher scheme Cash Site specific 99,600 

TOTAL   427,350 

Education      

Primary and secondary education pooled contributions Cash Generic 690,040 

TOTAL  690,040 

Community Services 

Healthcare provision Cash Generic 65,705 

Relocation of Battlebridge Boys Club Cash Site specific 150,000 

TOTAL  215,705 

Open Space and Play      

Holmethorpe Lagoons land In-kind Site specific 0 

TOTAL  0 

GRAND TOTAL  6,692,205 

 
 

 
 Total Per unit  13,384 

Of which site specific  11,473 

Of which generic  1,911 
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North East Sector Phases 1 & 2 (Horley) (Granted 2006 - 600 dwellings) 

  Cash/In-kind Type Total £ 

Highways      

Off-site junction improvements Cash Generic 126,761 

NES Traffic Management Cash Site specific 33,803 

NES TRO Cash Site specific 5,000 

Neighbourhood Travel Plan monitoring costs Cash Site specific 24,600 

Off site cycle works Cash Site specific 208,732 

Langshott bus only access Cash Site specific 15,000 

Subway works Cash Generic 136,670 

Langshott - Cross Oak Lane Access Road In kind Site specific 1,933,000 

Wheatfield Way/Orchard Drive/Langshott junction In kind Site specific 33,342 

Lake Lane/Spine Road junction improvements In kind Site specific 40,620 

A23/Cross Oak Lane junction improvements In kind Site specific 420,000 

Cross Oak Lane/Orchard Drive junction In kind Site specific 127,000 

Cross Oak Lane signals and improvement works In kind Site specific 37,000 

TOTAL  3,141,528 

Passenger Transport      

Core Bus route works Cash Generic 361,168 

Horley Station Interchange Cash Generic 368,803 

Town Centre Bus Route Works & maintenance Cash Generic 79,984 

Town Centre Tran. Info. Terminals & maintenance Cash Generic 4,514 

NES Tran. Info. Terminals & maintenance Cash Site specific 29,904 

Town Centre Tran. Info. Boards Cash Generic 740 

NES Public  Tran. Info. Boards Cash Site specific 4,672 

RTPI and maintenance Cash Generic 137,097 

Core Bus Service running costs Cash Generic 53,110 

NES Bus Service running costs Cash Site specific 1,901,408 

Public Transport publicity  Cash Generic 13,133 

Community transport Cash Generic 114,342 

Horley Station improvements Cash Generic 47,958 

TOTAL   3,116,833 

Education      

Primary school pooled contributions Cash Generic 781,683 

Primary school site contribution Cash Generic 830,769 

Secondary school contributions Cash Generic 756,751 

Post 16 contributions Cash Generic 75,000 

TOTAL  2,444,203 

 Community Services   

Library and youth centre Cash Generic 212,283 

TOTAL  212,283 

Open Space and Play      

Town Park contribution Cash Generic 277,258 

Town Park  Pavilion Cash Generic 87,117 

Town Park maintenance Cash Generic 135,497 

Town Park Pavilion maintenance Cash Generic 50,204 

Local Areas of Play maintenance Cash Site specific 367,188 

Local Equipped Areas of Play maintenance Cash Site specific 107,097 

Neighbourhood Equipped Play maintenance Cash Site specific 183,594 

Kickabout area maintenance Cash Site specific 703,768 

NES allotments maintenance Cash Site specific 13,052 

Riverside Green Chain maintenance Cash Site specific 327,984 

Riverside Green Chain, allotment and play area land In-kind Site specific 0 

TOTAL  2,252,759 

Leisure Centre      

Leisure centre build and maintenance Cash Generic 690,366 

TOTAL   690,366 
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Community Services      

Day Centre Cash Generic 56,828 

CCTV Cash Site specific 82,375 

TOTAL  139,203 

 Administration   

Core Professional costs Cash Site specific 37,036 

Section 106 administration Cash Site specific 80,000 

TOTAL  117,036 

GRAND TOTAL  12,114,211 

 
 

 
 Total Per unit  20,190 

Of which site specific  11,288 

Of which generic  8,902 

  

Park 25 (Redhill) (Granted 2006 - 500 dwellings) 

  Cash/In-kind Type Total £ 

Highways      

Improvements of route to Redhill bus station/rail station Cash Site specific 200,000 

Noke Drive/A25 Redstone Hill junction works Cash Site specific 280,000 

A25 Redstone Hill highway improvements Cash Site specific 50,000 

Holmethorpe relief road/link road contribution Cash Site specific 1,950,000 

Pedestrian/cycle works Noke Drive/Redstone Hill Cash Site specific 35,000 

TOTAL  2,515,000 

Passenger Transport      

Bus service running cost subsidy and route works Cash Site specific 426,000 

Travel voucher scheme Cash Site specific 100,00 

TOTAL   526,000 

Education      

Primary and secondary education pooled contributions Cash Generic 1,000,000 

TOTAL  1,000,000 

Community Services 

Healthcare provision Cash Generic 125,000 

On-site recycling facilities Cash Site specific 13,000 

TOTAL  138,000 

Open Space and Play      

Off-site outdoor sport provision commuted sum Cash Generic 108,000 

TOTAL  108,000 

GRAND TOTAL  4,287,000 

 
 

 
 Total Per unit  8,574 

Of which site specific  6,324 

Of which generic  2,250 
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North East Sector Phase 3 (Horley) (Granted 2008 - 110 dwellings) 

  Cash/In-kind Type Total £ 

Highways      

Off-site junction improvements Cash Generic 42,013 

NES TRO Cash Site specific 5,000 

Neighbourhood Travel Plan monitoring costs Cash Site specific 12,300 

Off site cycle works Cash Site specific 44,460 

Subway works Cash Generic 29,110 

TOTAL  132,883 

Passenger Transport      

Core Bus route works Cash Generic 80,535 

Horley Station Interchange Cash Generic 43,218 

Town Centre Bus Route Works & maintenance Cash Generic 10,117 

Town Centre Tran. Info. Terminals & maintenance Cash Generic 588 

Town Centre Tran. Info. Boards Cash Generic 308 

RTPI and maintenance Cash Generic 44,363 

Core Bus Service running costs Cash Generic 13,373 

NES Bus Service running costs Cash Site specific 507,973 

Public Transport publicity  Cash Generic 2,767 

Community transport Cash Generic 28,791 

Horley Station improvements Cash Generic 31,571 

TOTAL   763,604 

Education      

Primary school pooled contributions Cash Generic 573,201 

Early years contributions Cash Generic 37,775 

Secondary school contributions Cash Generic 288,667 

Post 16 contributions Cash Generic 14,785 

TOTAL  914,428 

 Community Services   

Library and youth centre Cash Generic 44,445 

TOTAL  44,445 

Open Space and Play      

Town Park contribution Cash Generic 63,331 

Town Park  Pavilion Cash Generic 17,969 

Town Park maintenance Cash Generic 44,126 

Town Park Pavilion maintenance Cash Generic 10,174 

Local Areas of Play maintenance Cash Site specific 103,925 

Local Equipped Areas of Play maintenance Cash Site specific 111,747 

Neighbourhood Equipped Play maintenance Cash Site specific 121,246 

Kickabout area maintenance Cash Site specific 55,874 

Riverside Green Chain maintenance Cash Site specific 105,080 

Riverside Green Chain, allotment and play area land In-kind Site specific 0 

TOTAL  636,332 

Leisure Centre      

Leisure centre build and maintenance Cash Generic 142,476 

TOTAL   142,476 

Community Services      

Day Centre Cash Generic 11,822 

TOTAL  11,822 

 Administration   

Core Professional costs Cash Site specific 4,958 

Section 106 administration Cash Site specific 14,667 

TOTAL  19,625 

GRAND TOTAL  12,114,211 

 
 

 
 Total Per unit  20,190 

Of which site specific  11,288 

Of which generic  8,902 
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De Burgh (Tadworth) (Resolution to grant 2015 - 180 dwellings) 

  Cash/In-kind Type Total £ 

Highways      

Local parking, public realm and access improvements Cash Site specific 232,679 

Burgh Heath path and A240 footway works Cash Site specific 142,500 

One-way road reconfiguration Cash Site specific 15,000 

Other local highway projects Cash Site specific 448,000 

TOTAL  838,179 

Passenger Transport      

Evening bus service costs Cash Site specific 327,750 

Travel plan monitoring Cash Site specific 6,150 

TOTAL   333,900 

Education      

Primary and secondary education pooled contributions Cash Generic 1,154,713 

TOTAL  1,154,713 

Community Services 

Leisure, community and youth centre pooled 
contribution 

Cash Generic 150,671 

TOTAL  150,671 

Open Space and Play      

Marbles Pond improvement works Cash Site specific 5,000 

TOTAL  5,000 

GRAND TOTAL  2,482,463 

 
 

 
 Total Per unit  13,791 

Of which site specific  6,536 

Of which generic  7,252 

Merland Rise (Tadworth) (Granted 2013 - 130 dwellings) 

  Cash/In-kind Type Total £ 

Highways      

Local parking, public realm and access improvements Cash Site specific 79,880 

Burgh Heath path and cycle works Cash Site specific 50,000 

A240/Great Tattenhams junction works Cash Site specific 12,000 

TOTAL  141,880 

Passenger Transport      

Evening bus service costs Cash Site specific 262,000 

Travel plan monitoring Cash Site specific 6,150 

TOTAL   268,150 

Education      

Primary education pooled contributions Cash Generic 365,701 

Secondary education pooled contributions Cash Generic 402,414 

TOTAL  768,115 

Community Services 

Leisure, community and youth centre pooled 
contribution 

Cash Generic 102,157 

On-site recycling facilities Cash Site specific 13,000 

TOTAL  115,157 

Open Space and Play      

Recreation ground improvement works Cash Site specific 448,198 

TOTAL  448,198 

GRAND TOTAL  1,741,500 

 
 

 
 Total Per unit  13,395 

Of which site specific  6,702 

Of which generic  6,694 
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Hooley Goods Yard (Redhill) (Granted 2004 - 180 dwellings) 

  Cash/In-kind Type Total £ 

Highways      

Implementation of CPZ Cash Site specific 30,000 

Hooley Lane junction improvements works Cash Site specific 95,000 

TOTAL  125,000 

Passenger Transport      

Bus service running cost subsidy and route works Cash Site specific 317,500 

Bus stop upgrades and relocation works Cash Site specific 31,000 

Redhill bus station remodelling Cash Generic 50,000 

Travel voucher scheme Cash Site specific 36,000 

TOTAL   434,500 

Education      

Primary and secondary education pooled contributions Cash Generic 286,000 

TOTAL  286,000 

GRAND TOTAL  845,500 

 
 

 
 Total Per unit  4,697 

Of which site specific  2,831 

Of which generic  1,867 
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ANNEX 2: EXAMINERS REPORTS EXTRACTS ON PROFIT ASSUMPTIONS 

Wiltshire – March 2015: 

“Developer profit was assumed at 20% of Gross Development Value (GDV) on 
market housing and 6% of GDV on affordable housing, which I consider 
reasonable.” (Paragraph 40) 

Southend – June 2015: 

“It is said that the blended profit rate adopted in the VS is below the minimum 
level required by national housebuilders, developers and land promoters. The 
blended rate relies on a reduced profit rate for the affordable element of 6% as 
against 20% for the private element…Furthermore, it is said that, since most new 
housing in Southend is required to be on brownfield land, there are likely to be 
significant upfront costs and abnormal costs. Finally, of the matters material to 
my examination, it is noted that grant funding for affordable housing is now less 
readily available…It is clear that required profit levels are related to risk…I regard 
the assumptions use in the VS for profit levels to be typical of such studies 
undertaken for the purpose of defining a CIL level that will leave development in 
an area generally viable.” (Paragraphs 33 and 34) 

Bracknell Forest – December 2014: 

“Developer profit was assumed at 20% of Gross Development Value for market 
housing and 6% for affordable homes. This was challenged by the development 
industry representors, who suggested that higher rates are expected. Whilst I do 
recognise that many developers will seek, and indeed expect, higher profit rates, 
I am not swayed by the view that the Council profit rate assumption is flawed for 
high level CIL testing purposes. Indeed, in my view such assumed profit levels 
appear reasonable given the apparent risk and reward profile of development in 
the borough.” (Paragraph 43) 

Wokingham – October 2014: 

“In terms of profit levels, the Council’s modelling had allowed for a blended profit 
rate of 17.5% of Gross Development Value (GDV) derived by combining a 20% 
rate on market housing with a lower rate for affordable homes, which are 
assumed to have been pre-sold to a Registered Provider (and hence low risk). 
The development industry argued for a 20% profit rate. Whilst I acknowledge the 
desire of developers to apply, and indeed achieve, a higher profit rate, I do not 
regard the Council’s assumption as being unduly low for CIL testing purposes. 
The borough is prosperous and a desirable place to live and development 
viability is generally strong. Whilst I do accept that, for the SDLs, there are some 
significant up-front costs (which are arguably eased by the Council’s 
comprehensive CIL approach), there are also significant long term rewards from 
the pipeline of sales in a relatively strong local housing market. In these 
circumstances, the Council’s profit rate assumption is not unreasonable in my 
view.” (Paragraph 38)  
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ANNEX 3: ALTERNATIVE PRESENTATION OF LARGE SCALE RESIDENTIAL 

APPRAISAL OUTPUTS – TABULATED RLV FORMAT 



RBBC14 

3 



RBBC14 

4 

  



RBBC14 

5 

ANNEX 4: AVAILABLE SITES WITHIN THE BROAD AREAS FOR URBAN 

EXTENSIONS 

Area of Search SHLAA Ref Site Name 
Estimated 
Capacity 

East Redhill and 
East Merstham 

RE22 Land at Hillsbrow 120 

RE24 and RE25 Former Copyhold works and land 
north of Nutfield Road (“The 
Paddock”) 

255 

M14 Oakley Farm 140 

M18 and M20 164 Bletchingley Road and land 
south of Darby House 

75 

M21 Land north of Radstock Way 60 

South and South 
West Reigate 

SPW04 Land at Sandcross Lane 300* 

SPW05 Land at Dovers Farm 85** 

SPW07 Land at Castle Drive 15 

SPW08 Hartswood Nursery, Dovers Green 
Road 

30 

SPW09 Land at Shepherd’s Lodge Farm 25 

SPW10 Land at Hartswood Farm 220 

*please note that an adjoining site (of 1.6ha) has subsequently been promoted alongside the land 

originally identified within the 2014 SHLAA. This would increase the total capacity by approximately 

30 to 40 units. 

**please note an increased area has subsequently been promoted, capable of delivering up to 110 

units based on the density proposed in the SHLAA. 
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ANNEX 5: ADDITIONAL TESTING FOR SPECIALIST RETIREMENT HOUSING 

SCHEMES 
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1. Introduction 

Scope 

1.1 This Addendum focusses on the charging approach to specialist retirement housing 

schemes within the submitted Reigate & Banstead Community Infrastructure Levy 

Charging Schedule. 

1.2 The purpose of this report is to respond to points made in representations to the Draft 

Charging Schedule, and to the matters and issues raised by the examiner. 

1.3 Specifically, the Addendum: 

 Presents updated viability appraisals specific to the retirement housing sector 

in light of representations made and new evidence 

 Considers the relationship between specialist retirement housing and the 

Local Plan: Core Strategy 

 Concludes on the appropriateness of applying the residential charges 

proposed in the charging schedule to retirement schemes 

Background 

Previous viability evidence 

1.4 The original Viability Assessment Report (March 2015) appraised a single retirement 

housing scheme of 60 units, delivered at a density of 125dph. This appraisal 

concluded that retirement schemes were capable of supporting up to £140/sqm in 

lower value parts of the borough, and up to £256/sqm in higher value parts of the 

borough. This supported the conclusion that applying the general residential charges 

to retirement schemes was appropriate. 

Charge setting regulations and guidance 

1.5 A detailed summary of the legal requirements and guidance governing charge setting 

was set out in the original Viability Assessment Report. This is not repeated in detail 

here; however, there are a number of key provisions which act as important context 

to the charge setting approach for retirement housing – namely: 

 Charges should be reasonable, given the available evidence (Practice 

Guidance: 25-019-20140612) 

 Charges should not be set at the margin of viability (Practice Guidance: 25-

019-20140612) 

 Differential charging must be justified by viability and consistent economic 

evidence (Regulation 13 and Practice Guidance: 25-021-20140612) 

 Charging authorities should avoid undue complexity in charging schedules 

(Practice Guidance: 25-021-20140612) 

 Charging schedules with different rates should not have a disproportionate 

impact on particular sectors (Practice Guidance: 25-021-20140612) 
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2. Appraisal Approach and Inputs 

Schemes Tested 

2.1 The original Viability Assessment Report (March 2015) appraised a single retirement 

housing scheme of 60 units, delivered at a density of 125dph. However, some 

representations made in response to the Draft Charging Schedule have questioned 

the suitability of this appraisal. 

2.2 This addendum should be read in conjunction with the original testing for retirement 

schemes and appraises two new, locally appropriate developments. The nature and 

scale of the schemes tested are set out in Table 1 below – these typologies are 

drawn from recent schemes which have occurred or been proposed in and around 

the borough: 

Table 1: Revised development assumptions for retirement schemes 

Matter Scheme 1 Scheme 2 

Number of units 25 units 40 units 

Mix of units 10 x 1 bed flat  
15 x 2 bed flat 

20 x 1 bed flat  
20 x 2 bed flat 

Appraisal Variables and Inputs 

2.3 Table 2 overleaf sets out the variables used in the viability appraisals for the two 

schemes along with an explanation of their source and any variation compared to the 

appraisals adopted in the original viability assessment which underpinned the Draft 

Charging Schedule. 
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Table 2: Valuation and viability inputs for retirement schemes 

Issue Inputs Source Comments 

Density 

80 dph – 25 units (0.31ha) – 74% site coverage 
100 dph – 40 units (0.40ha) – 89% site coverage 

Comparable local 
schemes 

The density assumptions have been reduced compared to 
the original viability assessment. The density and resultant 
site coverage figures are considered to be appropriate to 
the locality and type of scheme. 

Unit sizes 

1 bed: 55sqm 
2 bed: 77sqm 

Comparable local 
schemes 
Developer marketing 
information 

Unit sizes have been reduced slightly compared to the 
original viability assessments to reflect local schemes. 

Communal space 
allowance 

74% saleable: 26% communal 
 
For 25 unit scheme – 1,705sqm saleable and 
599sqm communal 
For 40 unit scheme – 2,460sqm saleable and 
928sqm communal 
 

Comparable local 
schemes 
Industry standard 

No change from original viability assessment. 

Affordable 
housing 

30% on-site 
 
3 x 1 bed flat (rented), 2 x 1 bed flat 
(intermediate) and 2 x 2 bed flat (intermediate) 
on 25 unit scheme 
5 x 1 bed flat (rented), 5 x 1 bed flat 
(intermediate) and 2 x 2 bed flat (intermediate) 
on 40 unit scheme 

Local policy 
compliant 

No change in approach compared to original viability 
assessment. 

Sales values 

Value point 1: £4,600 per sqm 
Value point 2: £5,000 per sqm 

Local analysis 
Developer 
submissions 

The sales value figures have been increased from the 
original viability assessment to more closely reflect third 
party market evidence submitted by a retirement 
developer as part of viability submission on two proposed 
schemes in the borough. This comparable evidence 
indicated that values at or exceeding £5,300 per sqm 
could be achieved in Reigate (Planning Ref: 15/00270/F) 
and Tadworth (Planning Ref: 14/02229/F) (high value 
areas).  

Ground rent £400 per unit capitalised at 6% yield Industry standard No change from original viability assessment. 

Build costs 
£1,300 per sqm 
 

BCIS No change from original viability assessment. 
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Based on: Average of Tender Price for 
‘Sheltered Housing (2 storey) and Sheltered 
Housing (3 storey)’ – Feb 2015 rebased to a 
Reigate & Banstead (Surrey) location 
 
4% allowance for sustainable construction 
10% allowance for external works 

Contingency 5% Industry standard No change from original viability assessment. 

Professional and 
consultancy fees 

10% 
Planning application fees at the prevailing rate 
for full application (£9,625 for 25 units; £15,400 
for 40 units) 

Industry standard 
Planning Portal fee 
calculator 

No change in approach compared to original viability 
assessment although planning application costs vary as 
different schemes tested. 

Finance costs 6.5% interest Market evidence No change from original viability assessment. 

Marketing/sales 
agency costs 

Agency/sales staff fees: 2% GDV 
Fixed marketing costs (inc. sales office): 
£10,000 per unit 
Legal fees: £500 per unit 

Industry standard 
Developer 
submissions 

The approach to marketing costs has been revised since 
the original study. The revised figures are based on 
analysis of evidence provided by a developer to support 
viability submissions on two proposed retirement schemes 
in the borough. The Council considers a % of GDV 
approach to be appropriate to account of the costs 
associated with sales agency staff and 
commissions/bonuses/incentives coupled with a per unit 
cost to reflect the fixed costs of marketing (e.g. show 
home, sales office, brochures, on-site marketing material 
etc.) 

Empty property 
costs 

£42,425 for 25 units 
£130,600 for 40 units 
 
Based on:  
Service charge of £180 per month on unsold 
units, C Tax of £125 per month (not applied for 
first six months) and utilities of £20 per month 
per unsold unit. 

Industry standard No change in approach compared to original viability 
assessment although figures vary as different schemes 
tested. 

Legal fees £500 per unit Industry standard No change from original viability assessment. 

Profit 20% of GDV Industry standard No change from original viability assessment. 

Development 
programme 

9 months pre construction 
12 months principal construction period (25 
units) 
15 months principal construction period (40 

Industry standard No change in approach compared to original viability 
assessment although figures vary as different schemes 
tested. 
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units) 

Sales rate and 
period 

19 months post completion for 25 units 
32 months post completion for 40 units  
 
Based on:  
20% of units sold at practical completion 
1.3 units per month for remainder of year 1 
0.9 units per month for year 2 and beyond 

Local analysis 
RBBC submissions 

Approach to sales periods has changed since original 
study which assumed 1.5 units per month starting 6 
months before practical completion. The revised approach 
is based on actual sales evidence from a number of 
retirement schemes collected by RBBC or supplied by 
developers as part of viability submissions. 

CIL and s106 £1,000 per unit for residual s106/s278 costs Industry standard No change from original viability assessment. 

Benchmark land 
values 

Value point 1: £3,150,000 per hectare 
Value point 2: £4,050,000 per hectare 

Local analysis No change from original viability assessment. 

Acquisition fees 
Legal fees 0.75% of site value 
Agents fees 1.0% of site value 
SDLT at the prevailing rates set by HMRC 

Industry standard No change from original viability assessment. 
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3. Viability Outputs and Impact on Plan 

Delivery 

Introduction 

3.1 The section below summarises the main conclusions with regards to the charging 

levels which could be supported the retirement schemes tested. The full appraisal 

summaries are set out in Appendix 1. 

Appraisal Findings – Summary 

Summary of Appraisal Results 

3.2 Table 3 summarises the outputs of the viability assessments for the revised 

retirement schemes.  

Table 3: 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 

25 units 0.31 
1 

2,304 1,798 
£677,887 £118 

2 £1,176,113 £204 

40 units 0.40 
1 

3,568 2,864 
£892,720 £125 

2 £1,676,434 £234 

Identifying the ‘Buffer’ 

3.3 Table 4 compares the maximum CIL levels which can be supported by the two 

retirement schemes with the charges proposed in urban areas outside of town 

centres (i.e. Charge Zones 2 and 3).  

3.4 This shows that in all cases the retirement schemes tested could afford the charges 

proposed, with a buffer of more than 30% between the charges proposed and the 

maximum viable levels: there is therefore a healthy, Planning Practice Guidance 

compliant cushion to absorb reasonable market movements or changes in 

development costs, and to reflect site specific variations in viability. 

Table 4: Comparison of maximum charge levels with proposed charges 

Scheme 
Value 
area 

Surplus available 
for CIL per sqm 

Charge Zone 
Proposed 
residential 

charge per sqm 
Margin 

25 units 
1 £118 3 £80 32% 

2 £204 2 £140 31% 

40 units 
1 £125 3 £80 36% 

2 £234 2 £140 40% 
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Retirement Housing and Plan Delivery 

3.5 The CIL Regulations and Practice Guidance make clear that proposed CIL rates 

should not threaten delivery of the relevant plan as a whole. 

3.6 The findings in Table 3 and Table 4 above confirm that the charges proposed can be 

supported by the retirement housing developments testing without compromising 

their viability. Indeed, in all cases there is a margin of more than 30% to the 

maximum viable charge to ensure that even in the face of changing market 

conditions or site specific challenges; there is a reasonable likelihood that 

developments would remain viable. This is broadly consistent with the findings in the 

original VAR [RBBC04]. 

3.7 At any rate, the Council remains of the opinion that the Core Strategy does not 

depend upon specialist retirement housing to the extent that it could be described as 

‘critical’ to its delivery. 

3.8 The Reigate & Banstead Core Strategy does not specifically refer to, or plan for, 

retirement housing or set a target for its delivery but, in recognition of ageing 

demographic in the borough, seeks to “encourage the provision of housing for the 

elderly…in sustainable locations where appropriate whilst avoiding an undue 

concentration in any location”. This policy approach was tested and found sound by 

an Inspector through examination. 

3.9 Discussion was had at the examination as to whether this approach was a 

proportionate and effective response or whether specific policy provisions were 

required in the plan to assist the delivery and availability of sites for specialist 

housing provision. However, in his report, the Inspector did not consider this 

necessary lending weight to the view that elderly housing provision is not critical to 

plan delivery. 

3.10 Specialist retirement housing schemes represent only one option for, and solution to, 

meeting the housing needs of older residents. Indeed, recent research carried out by 

Demos identified that less than 60% of over 60s were interested in moving and, of 

these, the majority would prefer to downsize to another home rather than purchasing 

specialist property. In this context, retirement housing will only ever be the housing 

choice for only a small proportion of the older population: the viability or otherwise of 

such uses is therefore not considered to threaten delivery of the Core Strategy as a 

whole. 
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4. Overall Conclusions 
 

4.1 The guidance and regulations provide a number of key principles which charging 

authorities must follow in deciding their levy rates. Firstly, proposed charging rates 

should be informed by, and appear reasonable, given the available evidence. 

Secondly, where charging authorities choose to differentiate between different types 

of development, they must only do so where there is consistent economic evidence 

to justify such an approach. Charging authorities are also guided towards avoiding 

undue complexity in charging schedules. 

4.2 The viability outputs discussed above, in combination with the outputs for 

conventional residential development in the original study confirm that there is no 

viability justification for differentiating between conventional residential developments 

and retirement housing schemes. The revised viability assessments completed and 

summarised above indicate that retirement schemes are capable of supporting the 

charges proposed for residential uses generally and that, in fact, the charges are a 

comfortable margin below the be maximum which could paid by retirement schemes. 

4.3 In addition, whilst the borough’s ageing demographic is recognised, specialist 

retirement housing only represents one solution for meeting these needs and is the 

preferred choice for a minority of older households. This context coupled with the 

conclusions reached by the Inspector in respect of the Council’s recently adopted 

Core Strategy lend weight to the view that retirement housing is not critical to plan 

delivery. In this context, any approach which treated retirement housing separately 

through the charging schedule would represent undue complexity. 

4.4 Taking all of the evidence into account, it can be concluded with confidence that 

the applying the proposed residential charges to specialist retirement 

development would not threaten the delivery of the planned development in the 

Core Strategy or its objectives taken as a whole. 
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Appendix 1: Viability Appraisal Summary 

Sheets 
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Appendix 2: Retirement Scheme Marketing Analysis 

Source: Developer submission 

 



Reigate & Banstead Borough Council 
Revised Community Infrastructure Levy Viability Report – Retirement Addendum 

 

12 

 

Appendix 3: Retirement Sales Analysis 

 

*denotes part year – sales rates reflect this 

Source: Developer submissions and RBBC analysis 
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Appendix 4: Sales Profile and Empty Property 

Costs for Appraised Schemes 
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