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Reigate & Banstead Borough Council CIL Examination 

Statement of Common Ground between Reigate & Banstead Borough Council and the 
Consortium comprising Crest Nicholson, Miller Homes, Taylor Wimpey, Thakeham 
Homes and Persimmon 

1. Introduction 

1.1 Both Reigate & Banstead Borough Council (‘RBBC’) and Savills (on behalf of Crest 
Nicholson, Miller Homes, Taylor Wimpey, Thakeham Homes and Persimmon (‘the 
Consortium’)) recognise the benefits of preparing a Statement of Common Ground in 
advance of the examination hearing into the RBBC Draft Charging Schedule. 

1.2 The purpose of the Statement of Common Ground is to provide clarification with 
respect to the viability assumptions upon which the two parties agree (and those on 
which they continue to disagree).  

1.3 The Statement of Common Ground follows a meeting between the two parties on 13 
August 2015 and subsequent discussions. 

2. Comparison of assumptions 

2.1 The table at Annex 1 of this report provides an updated version of Table 4.1 as 
included in the Consortium’s response to the Draft Charging Schedule consultation 
[Representation 022]. 

2.2 This table identifies the assumptions that have been made by RBBC in relation to the 
range of viability appraisal inputs, and identifies areas of agreement and 
disagreement. Assumptions where disagreement has been resolved following further 
discussion and clarification, and areas of continued disagreement between the 
parties, are explained further below: 

2.3 Sales rates 

a. RBBC clarifies that allowances of 12 months have been made between start of 
construction on site and sales income receipt for the Sustainable Urban 
Extension (SUE) scenarios tested and the Horley North West Sector (Annex 1 
provides more detail). 

b. RBBC clarifies that the timing of receipt of income from affordable housing sites 
follows that of market sales, and that ‘golden brick’ assumptions have been used 
(Annex 1 provides more detail). 

c. The Consortium accepts the approach to sales rates for SUE scenarios and the 
Horley North West Sector as appropriate. 

Area of continued disagreement: None  

2.4 Fees and marketing  

a. RBBC has clarified the allowances made for the SUE scenarios and the Horley 
North West Sector (Annex 1 provides more detail). 

b. The Consortium accepts that RBBC’s allowances fall within the acceptable range 
set out in their original representations. 

Area of continued disagreement: None  
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2.5 Affordable housing transfer costs 

a. RBBC clarifies that this is based on 5% of the GDV of the affordable element and 
covers the costs incurred by the developer and RP in transferring affordable 
units. 

b. The Consortium note that this is not a cost which they would normally express in 
the same way within appraisals. 

c. The Consortium therefore accepts RBBC’s approach.  

Area of continued disagreement: None  

2.6 Netting off of existing floorspace 

a. RBBC clarify that in its viability testing it has assumed no existing floorspace. 

b. The Consortium note that this is an accepted approach. 

Areas of continued disagreement: None 

2.7 Build costs 

a. RBBC has clarified that RBBC’s base date for build costs is February 2015. This 
is consistent with the base date the Council has used for sales values. 

b. The Consortium accepts that this was the most up-to-date information available 
to RBBC when it was preparing its DCS. 

c. However, the Consortium considers that appraisals should be updated to reflect 
increases in build costs (by 8% on the SUE and Horley North West typologies 
and by 3.13% on average across other typologies) since they were prepared, as 
set out in its DCS representations. The Consortium also considers that sales 
values should be increased (by 1.52%) to reflect market changes since the 
appraisals were prepared. 

Area of continued disagreement: The Consortium continues to have concerns in 
relation to RBBC’s build cost assumptions and considers that the appraisals 
should be updated to a May 2015 base date, as set out in its DCS 
representations. The Council does not consider it proportionate or necessary to 
rebase the appraisals and disagrees with the Consortium’s suggested level of 
sales value increase. 

2.8 Abnormals 

a. RBBC clarifies that the appraisals for SUEs and the Horley North West Sector 
incorporate an allowance of £10,000 per unit for “opening up” costs. 

b. RBBC clarifies its position that known abnormals should generally be reflected in 
the price of land and should not therefore be an additional development cost.  

c. The Consortium disagrees with RBBC on the assumption that abnormal costs 
should effectively come off the land value and therefore be passed on to the land 
owner.  

d. Accepting that there is a greater level of uncertainty in relation to greenfield sites 
due to their scale, RBBC has made an allowance for abnormals as part of its 
viability appraisal of SUE scenarios. (see Annex 1 for details). RBBC has also 
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increased contingency allowances for SUEs and the North West Sector (see 
Annex 1 for details). 

e. The Consortium accepts the allowance made for abnormals that has been made 
by RBBC for the 150 unit and 300 unit SUE scenarios is reasonable. The 
Consortium also accepts that the abnormals allowance that has been made for 
the North West Sector is reasonable. 

f. However, the Consortium considers that a greater allowance for 
abnormals/opening up should be made for larger SUE schemes (for example a 
500 unit scheme). 

Area of continued disagreement: The Consortium considers that a greater 
allowance for abnormals should be made on larger SUE schemes (for example 
500 units). 

2.9 Section 106/Section 278 

a. RBBC clarified that the ‘Section 106’ allowance it its viability appraisals 
incorporates Section 278 allowances.  

b. RBBC clarified that the s106 allowances for the SUE scenarios are based on 
local evidence from other large scale residential schemes in the borough and 
take into account RBBC’s proposed future approach to s106 as set out in the 
draft Regulation 123 list [RBBC02]. 

c. The Consortium does not object to the s106 allowances that have been made by 
RBBC for urban residential scenarios. 

d. The Consortium does not object to the s106 allowance that has been made for 
the Horley North West Sector, which is based on known costs.  

e. Whilst the Consortium recognises that s106 costs on smaller SUE schemes (in 
the region of 150-300 units) could be expected to be less than for larger SUE 
schemes, it considers that the £10,000 allowance made is too low.  

Area of continued disagreement: The Consortium considers that a minimum 
allowance of £14,400 should be provided for within the SUE appraisals. 

2.10 Profit 

a. RBBC clarified that the profit assumptions adopted in the appraisals are 20% on 
GDV for private housing and 6% on GDV for affordable housing, broadly 
equivalent to a blended rate of 17.5%. 

b. The Consortium considers that a blended rate of 20% GDV across all tenures 
should be included within appraisals. 

Area of continued disagreement: The Consortium considers that developer 
profit should be increased to a blended 20% GDV, as per its representations on 
the DCS. 
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3. Rerun of viability testing 

3.1 Prompted by this Statement of Common Ground, additional runs of viability testing 
have been carried out using both RBBC’s and the Consortium’s assumptions 
respectively. 

3.2 RBBC has used the HCA Development Appraisal Tool (which was used by RBBC for 
the original appraisals). Savills have used ARGUS. 

3.3 Scenarios 

a. The Consortium accepts that, based on the land interests being promoted within 
the SUE locations, it is unnecessary to run appraisals for a 600 unit or 700 unit 
scheme. 

b. However, the Consortium considers that the land interest which they are 
promoting to the South West of Reigate could have the capacity to deliver 500 
homes. 

c. RBBC’s position remains that, based on its assessment of land availability and 
potential, there is no land holding being promoted which could deliver 500 units.  

d. However, to provide consistency in terms of outputs, RBBC has agreed to run a 
scenario for 500 units. 

3.4 Outputs 

a. Outputs from the appraisals are set out in the examination statements of the 
respective parties: 

(i) Savills for the Consortium: REP02201 (and appendices) 
(ii) The Council: RBBC17 (and appendices) 
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Viability Appraisal Assumptions RBBC Adopted General Assumptions Consortium Opinion   

Values 

Open Market  Value (OMV)  
Based on values at February 
2015 

Value Level 1 Value level 2 Value level 3 Value level 4 Agree in principle – however, Consortium consider that 
sales value points should be increased by 1.52% to 
reflect changes in the market between February 2015 and 
May 2015 (see also build costs below). 
 

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

Redhill and Horley (town centre) Redhill, Horley, Merstham, Earlswood, Woodhatch, 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  

     

Affordable Housing Value For rented units, OMV has been discounted by 55% and for intermediate (i.e. shared ownership) units; a 35% discount has been applied.  
 

Agree in principle.  
 

Densities 

Per Hectare Housing  
 

>10 units: 30 dph 

10+ units: 35 dph 

Agree in principle.  

Flats 
 

>25 units: 90 dph 

25+ units: 125 dph 

Agree in principle.  

Urban Extensions  24 dph Agree in principle. 

Dwelling Sizes (sq.m) 

Open Market Housing Dwelling type Size m2 Agree in principle. 

1 bed flat  50  

2 bed flat  70  

2 bed house  85  

3 bed house  100  

4 bed house  135  

5 bed house  170  

10% allowance for communal areas 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.  

Affordable Housing As per above Agree in principle. 

Acquisition Costs 

Purchaser’s Costs Legal fees are assumed to be 0.75% of GDV and agents’ fees are assumed to be a further 1.0% of GDV.  Agree in principle. 

Stamp Duty Land Tax Prevailing standard rates  Agree in principle. 

Construction Costs  

Build Costs  (£/m2 ) Based on costs as at February 2015     

Type £ /m2 Externals £ /m2 Externals 

Housing schemes under 5 units  £1,300  10%  
 

Disagree – average increase of 
3.13% in the 24 months before 
May 15. Build cost inflation is high, 
costs should not be adopted at the 
minimum point. It is important to 
note BCIS relates to Affordable 
House Tender prices and is 
therefore a basic build cost. 
Possibly not reflective of open 
market housing specification/cost. 

Agree in principle. 

Housing schemes 5 or more units  £1,080  10%  Agree in principle. 

Urban extensions and Horley NW  £1,080  12.5% (+ £10k per plot) Agree in principle. 

Flatted schemes under 50 units  £1,260  7.5% Agree in principle. 

Flatted schemes of 50 or more units  £1,310  10% Agree in principle. 
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Viability Appraisal Assumptions RBBC Adopted General Assumptions Consortium Opinion   

Infrastructure / Opening Costs 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  
 

Agree in principle. 

Abnormals Urban residential - nil  Urban extension schemes at £20,000 per net 
developable hectare (150 unit scheme) and £25,000 per 
net developable hectare (300 unit scheme) 

North West Sector at £25,000 per net developable 
hectare 

Agree in principle but disagree with the assumption that 

abnormal costs will ultimately come off the land value. 

Building Regulation / sustainability 4% cost inflation has been included  Agree in principle. 

Contingency General at 5%.  Larger complex schemes at 7.5% Agree in principle. 

Professional Fees Standard 10% Larger complex schemes at 12.5% Agree in principle. 

Section 106 

Affordable Housing 15 net dwellings or more at 30% on site 10 to 14 net dwellings provide a contribution equivalent to 
20% 

1 to 9 net dwellings provide a contribution equivalent to 10% Agree in principle. 

Mix: 40:60 between rented and intermediate  

S106 Financial Contribution (per unit) Urban residential  at £1,000 per unit Urban extension schemes at £10,000 per unit  North West Sector at  
£14,300 per unit   

Disagree – £10,000 per dwelling is at the lower end of 

the range. We consider a figure of £14,400 as a minimum 

would be more reflective of market conditions. 

Section 278 

Financial Contribution Nil –included in above contribution.  Disagree – Further to the Statement of Consultation and 

Representations (June 2015). We consider the S106 

allowances as low, therefore if S278 costs are included 

within these it would appear to be a gross under 

estimation of cost. As above, a figure of £14,400 is 

proposed. 

Profit 

Developer Profit 20% of GDV for Residential. 6% of GDV from Affordable Housing.  Disagree – Blended 20% GDV as per Rep.  

Timescales 

Pre-construction period 3 months Agree in principle. 

Build Rate (units per month) Houses 4 units per month (after an initial 6 month period for sub-structure and other site preparation/landscaping works) 

Flats 6 units per month 

Sales Rate (units per month) 4 units per month (reservations/sales commence six months into the construction period) / North West Sector scheme at 6.5 units per month per outlet 

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 

150 12 months 29 months 9 months 

300 12 months 60 months 9 months 

Horley North West 14 months 125 months 12 months 
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Viability Appraisal Assumptions RBBC Adopted General Assumptions Consortium Opinion   

Affordable Sales distribution ’Golden brick’ basis (sales to RP commence six months into the construction period and end three months before practical completion of final units) Agree in principle. 

Finance 

Debit Rate 6.5% Agree in principle. 

 

Sales Fees 

All fees and marketing Urban schemes: Agency Fees 1.25%, £500 per unit marketing allowance and a 
further £1,000 per unit is included for legal costs. 

Strategic schemes: Agency fees at 1.25%, Marketing costs at 0.75% and a further 
£1,000 per unit is included for legal costs 

Agree in principle. 

Affordable housing transfer costs 

5% of affordable housing GDV on strategic schemes 

Agree in principle. 

 


