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Introduction
1

This section provides an analysis of the local markets for residential and commercial
land and property and, where available, any other types of property considered within
the assessments.

2

A comprehensive approach has been taken to the identification of appropriate
valuation information for both the completed development and the benchmark land
values. This includes triangulation of a number of data sources including Land
Registry, Valuation Office Agency, knowledge of local agents and internet data
sources such as Zoopla/Mouseprice (for residential) and Estates Gazette/FOCUS
(for commercial). Analysis of recent developments in the borough, particularly in the
residential sector, has also been used to supplement analysis.

Figure A1- 1: Local Market Research Process

Evidence

Analysis

Monitoring Information

Avg. Unit Size (sqm)

Internet Data Sources*

Avg. Sale Price

New Build Developments

Avg. Rents/Yields

Outputs

Typical Residential Values
(settlement level)
Typical Commercial Rents
and Yields (key locations)

Land Registry

Local Agents

Avg. Land Value

Valuation Office Agency

3

Typical Land Values
(type and area)

Reigate & Banstead Borough Council
Revised Community Infrastructure Levy Viability Report

Residential Market
Overview of Sales Values
3

Like much of Surrey, Reigate & Banstead has a strong residential market
characterised by high levels of demand driving above average sales values. Data
from Land Registry indicates that the median house price in Reigate & Banstead
achieved during 2014 stood at £325,000 (£400,260 mean) for all properties. This
compares to £290,000 (£371,440 mean) in 2013, demonstrating the strong house
price growth experienced locally.

4

Median prices achieved for new build properties transacted over the past year were
higher still at £365,000 (£477,210 mean) for new build properties demonstrating a
“new build premium” in the order of 12%. This is consistent with evidence from 2013
which showed new build properties achieved a “premium” around 15% (median
prices for new builds in 2013 were £336,000).

5

House prices achieved in the borough during 2014 are slightly above the Surrey
averages of £345,000 (median) and £450,000 (mean), having historically tracked
slightly below average. They are also significantly above regional and national
figures.

Transaction Volumes & Market Activity
6

Market activity and liquidity is an important consideration as this not only gives an
indication of the likely levels of demand for properties within the area but can also be
an important factor in determining pricing attitudes on new developments, particularly
larger scale housing schemes.

7

Prior to the recession, the PLC housebuilders generally sought to achieve national
reservation/sales rates of around 0.75 private units per outlet per week, equating to
around 40 units per annum, with rates of at least 1.0 private unit per week in strong
locations in London and the South East (around 50-60 units per annum). On a large
site with two or three developers operating, this could generate overall annual sales
of around 150 to 180 units annually provided product differentiation was appropriate.

8

Since 2008 these figures have been more muted; however, they have recovered over
the past two years. Analysis of the annual trading statements of PLC housebuilders
indicates that an average private sales rate of 0.68 units per outlet was achieved
nationally during 2014 (equating to around 30-35 units per annum) (see

9

Table A1- 1). However, regional rates are stated in some cases and these suggest
rates of nearer 1.0 unit per week for private sales have been achieved in the South
East.

10

Once an allowance for affordable units is made (assuming 25% as an average),
these combined rates increase to around 0.90 units per outlet per week nationally
and up to 1.25 units per outlet per week in the South East.

4
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Table A1- 1: Sales performance of PLC housebuilders (2014)
Housebuilder

Reservation rate (per outlet
per week)
0.87
0.7
0.64
0.64
0.69
0.63
0.59

Crest Nicholson
Redrow
Taylor Wimpey
Bovis
Barratt
Galliford Try (Linden Homes)
Persimmon

11

Industry research indicates that developers of large scale schemes are less likely to
respond to market movements by altering build out rate but more likely by adjusting
the price/incentives attached to properties. The reasons for this are two-fold. Firstly,
target sales rates underpin the initial land acquisition bid and thus developers act to
meet these figures to minimise sensitivity to additional costs such as debt.
Furthermore, production efficiencies tend to dictate that the speed of construction is
really only variable by 10% either way for houses and hardly at all for apartments due
to the physical practicalities of such schemes.1

12

Across the country, transaction volumes and market activity generally has been
suppressed by the economic downturn and more limited availability of credit.
Nationally, current transaction levels stand at half the peak levels experienced prior
to the recession.

Transaction volumes in Reigate & Banstead were similarly affected by the economic downturn.

1

Factors affecting build out rates (DCLG/University of Glasgow)
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13

Figure A1- 2 overleaf demonstrates the sharp decline in sales levels during mid 2007
and late 2008 from around 1,000 transactions per quarter to less than 400 in early
2009 (a three quarter moving average is used to smooth seasonal peaks). Since
then, and particularly during 2013 and 2014, quarterly sales volumes have shown a
steady recovery and regularly exceeded 700 over the most recent quarters.

6
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Figure A1- 2: Quarterly sales volumes (three-point moving average Q1 2004 to Q4
2014)
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Source: Land Registry/DCLG Property Sales (Live Table 584)
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Time on market also provides a further useful barometer for local supply/demand
balance and market activity. Online resource home.co.uk provides an analysis of
time on market for different postcode areas and property types: this information is
summarised in

7
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15

Figure A1- 3 and which compares the median time on the market in each area prior
to the recession (in August 2007) with the current situation (March 2015).

16

This illustrates the comparative strength of demand against supply in different areas
across the borough. In particular, time on the market in the RH2 (Reigate), SM7
(Banstead), KT20 (Tadworth/Kingswood) and CR5 (Chipstead) areas is now
significantly below that which was being experienced in August 2007 prior to the
recession. This is indicative of pent up demand which will feed through into pricing.
The RH1 (Redhill) area has also seen a fall, although not as significantly as these
areas.

17

Conversely, in the RH6 (Horley) postcode area, current average time on the market
remains slightly above pre-recession levels: this illustrates the balance of demand vs
supply has not returned to levels seen previously at the height of the market
(although this may in part be driven by the substantial supply being created in this
area through the Horley North East new neighbourhood). This dynamic is however
likely to feed through to values.

8
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Figure A1- 3: Comparison of time on market (Aug 2007 and March 2015)
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18

The table below shows the change in time on market for various property types
between 2007 and 2015. Until mid 2014, evidence indicated that demand locally was
recovering for houses faster than for flats; however, the data below suggests that
recovery is now relatively even across all property types.

19

Particularly evident again is the reduction in time on the market for all property types
in the Reigate (RH1) area.

Table A1- 2: Comparison of time on market by property type (Aug 2007 and Mar 2015)

Area
RH1
RH2
RH6
SM7
KT20
CR5

Detached
+35%
-38%
+37%
-33%
-26%
+32%

% change (Aug 2007-Mar 2015)
Semi-detached
Terraced
-16%
+19%
-53%
-33%
-55%
-52%
-23%
-83%
-43%
+15%
-45%
-62%

Flat
-16%
-31%
+2%
+10%
-11%
-77%

Source: Home.co.uk (Aug 2014), RBBC Analysis

Analysis of Sales Values at Settlement Level
20

House prices and affordability inevitably vary across the borough. For a study such
as this it is important to understand the variation in value levels between different
towns and settlement areas in the borough in order to identify relevant “value points”
to test within the appraisals.

9
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Previous Local Studies
21

A useful start point is to review previous local viability studies produced by (or on
behalf of) the Council to establish the valuation information relied upon in these
documents. It is however important to remember that markets (and values) move and
therefore analysis in older studies should be supplemented with up to date
information where available.

22

The Adams Integra Affordable Housing Viability Update (2009) adopted three value
points to reflect the sales values of new developments in the borough: a low point of
approximately £2,800 per sqm, a mid point of £3,600 per sqm and a high point of
approximately £4,500 per sqm. This study is however almost 5 years out of date and
therefore pre-dates the recent improvements in the housing market.

23

A site specific viability study was also conducted by Baker Associates to support the
Council’s 2011 Strategic Housing Land Availability Assessment (SHLAA). This
document provided further analysis of the range of residential price levels in different
locations across the borough. Table A1- 3 below shows the range of values adopted
in the study. The report also recognises that, exceptionally, sales values can reach
£6,500 per sqm in Reigate and Kingswood; however, build costs would be
commensurately higher due to specification. Again, this study somewhat predates
the “pick up” in the market experienced during 2013-14.

Table A1- 3: Assumed values – Baker Associates SHLAA Viability Study 20112
Area
Banstead
Kingswood
Merstham
Reigate Town Centre
Reigate Fringe Centre
Reigate Up Market
Redhill
Salfords/Whitebushes
Horley

Sales price range £/sqm
£3550 - £3770
£3450
£2900 - £3010
£3550 - £3770
£3230
£3880 - £4300
£3230 - £3450
£2900 - £3120
£3010 - £3230

Source: RBBC SHLAA 2011 (Baker Associates Report)

Internet Residential Sales Databases
24

A number of dedicated residential property websites (chiefly Mouseprice and Zoopla)
provide settlement or postcode level sales price information and analysis which
provides a useful resource for identifying relevant value points for testing and for
triangulating other data sources.

25

Table A1- 4 to Table A1- 6 summarises postcode level information obtained from
Mouseprice. These average price figures for different sized properties provide a
useful benchmark against which to compare any figures included within the
appraisals for individual sites. Particularly notable is the increase in house prices

2

Figures quoted in the table and in the preceding text have been converted from £/sqm from £/sqft as they were quoted in the
source report.
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experienced in the relatively short period between August 2014 and March 2015
which in many cases exceeds 10%.
Table A1- 4: Average house price by postcode area and property size (Aug 2014)

Postcode Area
SM7 (Banstead/Nork)
CR5 (Chipstead)
KT20 (Tadworth/Kingswood)
RH1 (Redhill/M’ham/Salfords)
RH2 (Reigate)
RH6 (Horley)

Average Price
1 bed
2 bed
£229,700 £309,600
£192,900 £260,900
£199,100 £343,100
£174,000 £239,900
£214,300 £288,000
£168,400 £234,300

3 bed
£444,300
£360,600
£428,400
£319,000
£402,600
£304,800

4 bed
£645,100
£517,100
£747,500
£492,400
£713,900
£436,600

5 bed+
£781,200
£730,000
£1,286,400
£677,500
£967,500
£584,500

Source: Mouseprice: Calnea Analytics (August 2014)

Table A1- 5: Average house price by postcode area and property size (Mar 2015)

Postcode Area
SM7 (Banstead/Nork)
CR5 (Chipstead)
KT20 (Tadworth/Kingswood)
RH1 (Redhill/M’ham/Salfords)
RH2 (Reigate)
RH6 (Horley)

Average Price
1 bed
2 bed
£252,400 £341,700
£204,700 £293,800
£218,200 £384,000
£185,400 £258,600
£225,100 £316,000
£179,900 £254,200

3 bed
£494,000
£408,900
£469,200
£346,600
£442,400
£332,000

4 bed
£710,000
£593,100
£807,000
£533,700
£788,200
£471,500

5 bed+
£880,300
£842,900
£1,394,200
£730,800
£1,058,400
£621,600

Source: Mouseprice: Calnea Analytics (March 2015)

Table A1- 6: Change in average house price by postcode area and property size (Aug
14 to Mar 15)

Postcode Area
SM7 (Banstead/Nork)
CR5 (Chipstead)
KT20 (Tadworth/Kingswood)
RH1 (Redhill/M’ham/Salfords)
RH2 (Reigate)
RH6 (Horley)

Average Price Change (Aug 14 to Mar 15)
1 bed
2 bed
3 bed
4 bed
5 bed+
9.9%
10.4%
11.2%
10.1%
12.7%
6.1%
12.6%
13.4%
14.7%
15.5%
9.6%
11.9%
9.5%
8.0%
8.4%
6.6%
7.8%
8.7%
8.4%
7.9%
5.0%
9.7%
9.9%
10.4%
9.4%
9.9%
10.4%
11.2%
10.1%
12.7%

Source: Mouseprice: Calnea Analytics (Aug 14/Mar 15: RBBC Analysis)

26

Zoopla also provides postcode sector price analysis, including absolute prices and
per sqm prices. These are provided by property type (i.e. flat, detached, etc.) and are
set out in Table A1- 7. The key trends from apparent from this information are:




Prices for all property types in the Banstead, Tadworth and Reigate areas are
consistently at or in excess of £4,000 per sqm. Prices in the Chipstead area
are in the region of £4,000 per sqm for all types except flats.
Prices in the RH1 postcode area vary quite considerably, with houses
(particularly detached and semi-detached properties) achieving £3,600 per
sqm or more, whilst prices for flats are lower at around £3,500 per sqm.

11
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Values in the Horley area are lower. Houses typically achieve £3,400 per
sqm (although detached houses do achieve considerably more) whilst flats
achieve around £3,300 per sqm.

Table A1- 7: Average house price (per sqm) by postcode area and property type (2015)

Postcode Area
SM7 (Banstead/Nork)
CR5 (Chipstead)
KT20 (Tadworth/Kingswood)
RH1 (Redhill/M’ham/Salfords)
RH2 (Reigate)
RH6 (Horley)

Average price per sqm
Detached
Semi
£4,349
£4,252
£4,047
£3,832
£4,596
£4,241
£3,800
£3,757
£4,833
£4,413
£3,735
£3,423

Terraced
£4,144
£3,940
£3,972
£3,617
£4,359
£3,444

Flats
£4,166
£3,692
£3,940
£3,541
£4,036
£3,297

Source: Zoopla (March 2015)

Recent Third Party Viability Evidence
27

Information submitted as part of viability information to accompany planning
applications is also valuable evidence in determining appropriate estimates of sales
prices in different locations. This is often underpinned by professional valuations by
local agents and therefore reflects the current market position. Although this can only
be captured in anonymised form for the purposes of this study, the key information is
contained within Table A1- 8 below.

28

Although only a small sample, this supports the information above and confirms that
values of around £3,250-£3,350 per sqm are considered to be achievable on flatted
developments in Redhill and Horley and that the values which can be achieved in the
north of the borough are significantly higher than in the south.

Table A1- 8: Sales prices assumptions in third party viability evidence
Location of Proposal
Horley town centre
Redhill town centre
Redhill town centre
Horley
Walton on the Hill

Type of proposal

Date

High density flats
High density flats
High density flats
Edge of town housing
Edge of town housing

Jan 14
July 14
Jun 13
Oct 14
Jul 14

Assumed Sales
Value (per sqm)
£2,850
£3,240
£3,340
£3,490
£3,860

Source: RBBC – various applications

Transactional (Price Paid) Data for New Developments
29

To supplement the average and sales based house price information discussed
above, comprehensive analysis has been undertaken of the sales prices achieved on
new developments in the borough between early 2013 and early 2015, combining
Land Registry price paid data with monitoring and marketing information in respect of
the size of properties.

12
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30

The sample includes small developments of one or two homes up to major new
housing estates such as the Horley North East Sector. The sample has also been
selected to ensure a cross section of property types and locations.

31

This intelligence is particularly useful as it provides an indication of the value of new
build properties (whereas information from internet sources such as Zoopla includes
second hand sales) as well as the pricing attitudes of developers operating in the
local market.

32

From the data in Table A1- 9, the following assumptions can be drawn about values
achieved on new developments in the borough:










33

Throughout the Reigate area, new developments have consistently achieved
sales values in the region of £4,000 per sqm and in locations close to the
town centre values of in excess of £4,500 per sqm have been achieved.
Developments in the Banstead/Nork/Chipstead area have regularly attained
sales values in the region of £4,200 to £4,400 per sqm with only a handful of
developments falling outside of this range.
Values in the Kingswood/Tadworth area have ranged from around £3,800 per
sqm being achieved on a small number of developments in the Lower
Kingswood area, up to in excess of £5,000 per sqm in central parts of
Tadworth. A core of developments in the range of £4,300 to £4,500 per sqm
is noticeable.
Values achieved in the Redhill area are generally lower. New flats have
regularly achieved in the range of £3,200 per sqm to £3,350 per sqm
although some flats in less central locations have achieved approaching
£3,600 per sqm. The range of values for houses has been broader, with
developments in closer proximity to Reigate sometimes reaching £4,000 per
sqm but for the most part new houses have fallen in the range of £3,400 to
£3,800 per sqm.
Values in the Horely area are similarly amongst the lower range. Prices for
new homes have however been relatively consistent, achieving sales values
in a narrow range of £3,400 to £3,600 per sqm.

The data also demonstrates the variation in per sqm prices which can be
experienced even within a single development, driven by a number of factors such
as:




Unit type: Detached and semi-detached units achieving higher values than
terraces
Unit size: smaller units commonly commanding higher per sqm values
Location with site layout: units occupying main road frontages or in proximity
to less neighbourly adjoining developments achieving lower values than those
units set within the main residential enclave or orientated around public open
spaces/landscaped areas.
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Table A1- 9: Sample of achieved sale prices recent new build and conversion
developments
Scheme Name

Unit Types

Avg. price per sqm

Sale Period

Old Dairy Mews, Warren
Road (Phase II)
Chart Lane
Castle Walk

1 and 2 bed flats

Nov 13-Dec 13

Queensberry Place, Doods
Road
Ringley Park Avenue
Allingham Road

2 bed flats and 4 bed house

St Johns Road
Swan House, Yorke Road

3 bed house
1 and 2 bed flats

Nutley Hall, Nutley Lane

2, 3 and 4 bed houses

Victory Court, Copse Road

2 bed flats

The Dell, Reigate Hill

3 bed houses

Doods Park Road, Reigate
High Trees Road, Reigate
Slipshatch Road,
Woodhatch
Wray Coppice, Reigate

4 bed house
6 bed house
1 and 2 bed flats

£3,750-£4,370
(Avg: £4,100)
£4,790
£3,840-£4,390
(Avg: £4,100)
£3,650-£4,150
(Avg: £3,860)
£3,990
£3,750-£4,290
(Avg: £3,960)
£4,730
£4,700-£5,220
(Avg: £5,020)
£4,850-£5,940
(Avg: £5,400)
£3,970-£4,600
(Avg: £4,370)
£4,860-£5,000
(Avg: £4,890)
£3,980
£5,120
£4,210-£4,280
(Avg: £4,260)
£4,260-£5,060
(Avg: £4,620)

Jun 12-Jan 13

Dec 14-Feb 15

Reigate/Woodhatch
3 bed house
1 bed flats

5 bed house
2 and 3 bed houses

1 and 2 bed flats

Apr 13
Sep 12-Feb 13
Jan 13-Jul 13
Aug 13
May14-Jul 14
Nov 14
Oct 14
Apr 14
Aug-Oct 14
Nov 14
Feb 14
Jun 14
Oct 14-Dec 14
Sep 13-Sep 14

Banstead/Nork/Chipstead
Acorn Close, Nork

2, 3 and 4 bed houses

Elder Close, Nork

4 bed houses

Warren Farm Close,
Banstead
Dacre Close, Chipstead

4 bed houses

£4,120-£4,590
(Avg: £4,300)
£4,520-£4,880
(Avg: £4,760)
£3,880-£4,110
(Avg: £4,020)
£4,110-£4,355
(Avg: £4,230)
£4,060-£4,820
(Avg: £4,570)
£3,330-£4,170
(Avg: £3,750)
£4,290-£4,550
(Avg: £4,380)
£3,630
£4,650-£5,240
(Avg: £4,980)
£4,180-£4,710
(Avg: £4,390)
£4,160

Amber Close, Nork

2, 4 and 5 bed houses

Honeysuckle Place, Nork

4 and 5 bed houses

Grange Close, Chipstead

5 and 6 bed houses

Juniper Place, Nork

2, 3 and 4 bed houses

Outwood Lane, Chipstead

1, 2 and 3 bed flats, 3 bed
house
4 and 5 bed houses

1 and 2 bed flats, 2 and 4
bed houses
3 bed house

£4,290-£4,840
(Avg: £4,480)
£4,160

Straight Mile Place, Epsom
Downs
Longmere Gardens, Preston
Acer Close, Nork

Woodplace Lane, Hooley

3 bed house
2 and 3 bed houses

14

May 13-Jun 13
Mar 14-Apr 14
Nov 13-Mar 14
Apr 13-Aug 13
Nov 13-Jan 14
Sep 14-Nov 14
Jun 14
Jun 14-Aug 14
Jul 14-Sep 14
Nov-13

Oct-14
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Kingswood/Tadworth/Walton on the Hill
St Monicas Road/Manor
Place, Kingswood
Bishops Grove, Tadworth

4 and 5 bed houses

Deans Lane, Walton on the
Hill
Smithy Lane/Brier Lea,
Kingswood
Hurst Drive, Walton on the
Hill
Brackenwood, Walton on
the Hill
Tealby Close, Kingswood

5 bed houses

Kingwood Warren Park,
Kingswood
Garden Farm Close,
Kingswood
Ruxley Close, Kingswood

2 and 3 bed flats, 5 bed
houses
5 bed houses

Cross Road, Tadworth
Bramber Close, Tadworth

3 bed house
5 bed houses

5 bed houses

3 and 4 bed houses
5 bed houses
2 bed flats
2, 3 and 4 bed houses

6 bed houses

£3,000-£3,900
(Avg: £3,500)
£4,120-£4,290
(Avg: £4,200)
£4,510-£4,570
(Avg: £4,540)
£3,620-£3,780
(Avg: £3,700)
£4,110-£4,430
(Avg: £4,250)
£4,720-£5,000
(Avg: £4,860)
£3,640-£3,950
(Avg: £3,850)
£5,290-£5,890
(Avg: £5,550)
£3,800-£4,660
(Avg: £4,360)
£3,860-£4,110
(Avg: £3,990)
£5,140
£4,980-£5,240
(Avg: £5,110)

Apr 13-Apr 14

£3,170-£3,470
(Avg: £3,370)
£3,020-£3,670
(Avg: £3,310)
£3,130-£3,780
(Avg: £3,370)
£3,770
£3,430-£3,780
(Avg: £3,640)
£3,160-£3,260
(Avg: £3,210)
£3,380
£3,640-£3,700
(Avg: £3,670)
£3,350-£3,410
(Avg: £3,380)
£3,550-£4,160
(Avg: £3,890)
£3,400-£4,170
(Avg: £3,860)
£3,100-£3,670
(Avg: £3,310)
£3,310
£4,180
£4,390
£3,390-£3,810*
(Avg: £3,550)

Nov 12-Mar 13

£3,160-£3,560
(Avg: £3,370)
£3,270-£4,130
(Avg: £3,640)
£3,180-£3,790

Feb 14-May 14

Nov 13
May 13-Feb 14
Mar 13-Apr 13
May 13-Dec 13
Jun 13-Dec 13
Jul 13-Apr 14
Feb 13-May 14
Apr 14-Jun 14
Jul 13-May 14
Sep-13
Feb-14

Redhill/Earlswood/Merstham
Ladbroke Road

3 bed houses

Limes Close

2 bed flats, 2 and 3 bed
houses
1 and 2 bed flats

Anakin Court, St Annes
Drive
Wilton Road
Garlands Road (various)

3 bed houses
1 and 2 bed flats

68 Horley Road

3 bed houses

Cavendish Road
Mill Street

3 bed house
4 bed house

Deans Road, Merstham

4 bed houses

Churchill Close

3 and 4 bed houses

Home Farm Place,
Merstham
The Kilns, Redhill

2, 3, 4 and 5 bed houses

Princes Road, Redhill
Linkfield Lane, Redhill
Brownlow Road, Redhill
Laton Place, Redhill

1 bed flats
5 bed house
4 bed houses
1 and 2 bed flats (S/O)

1 and 2 bed flats

Mar 13-Aug 13
Sep13- Dec 13
Aug 13
Jun 13-May 14
Sep 13-Nov 13
Feb 13
Feb 14-Jun 14
Dec 12-Mar 13
Jul 12-Dec 12
Jun 12-Jun 13
Jan 14-Sep 14
Nov 13
Jul 14
Nov 14
Dec 14-Feb 15

Horley
Jubilee Close

3 bed houses

Coppice Lane, Langshott
Park (The Acres (Phase IV))
Whittaker Drive, Langshott

2, 4 and 5 bed houses
3, 4 and 5 bed houses
15

Dec 13-Aug 14
Dec 13-Sep 14
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Park (The Acres (Phase IV))
Chalkfield Road, The Acres
(Phase III)
Railfield Gardens, The
Acres (Phase III)
Russell Square, Horley
Charlesfield Road, Horley

4 and 5 bed houses
2 bed flats, 3, 4 and 5 bed
houses
1 and 2 bed flats (S/O)
2 bed house

(Avg: £3,410)
£3,330-£3,460
(Avg: £3,400)
£3,200-£3,930
(Avg: £3,610)
£3,150-£3,510
(Avg: £3,310)
£3,880

Dec 13–Jun 14
Mar 14–Oct 14
Jan 15-Feb 15
Mar 14

*Based on full market value
Source: Land Registry, Marketing Information (RBBC analysis)

Analysis of Size of New Homes
34

Analysis has been carried out of monitoring data to identify the typical internal
floorspace of new homes in the borough. This analysis is based of approximately
1,000 new homes built since 2010 across different areas of the borough.

35

Table A1- 10 shows the average internal floorspace for different types and sizes of
units. This is supported by Figure A1- 4 which illustrates the distribution of internal
floorspace for each housing type. These patterns can be used to inform floorspace
assumptions for inclusions within the appraisals.

Table A1- 10: Sample of internal floorspace on new homes (mean)
Unit Type
Flat
1 bed
2 bed
House
2 bed
3 bed
4 bed
5 bed

Average
68sqm
50sqm
74sqm
118sqm
83sqm
102sqm
143sqm
211sqm

Source: RBBC Monitoring Data

Figure A1- 4: Distribution of internal floorspace for different types/sizes of new homes
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Retirement Homes
36

There have been no recent retirement developments in the borough which can be
used for sales price comparisons. However, there have been developments nearby
in adjoining borough’s which provide some indication of the values which can be
expected:






37

“Wellington Court”, Waterloo Road, Epsom – McCarthy & Stone – 32 x 1 and
2 bedroom apartments. Sold prices have ranged from:
o £234,000 to £282,000 for 1 bedroom units (50-60sqm), equating to
£4,680-£4,700
o £368,000 to £385,000 for 2 bedroom units (77-85sqm), equating to
approximately £4,530-£4,780 per square metre.
“Dial Stone Court”, Oatlands Avenue, Weybridge – McCarthy & Stone – 27 x
1 and 2 bedroom apartments. Sold prices have ranged from:
o £207,000 to £283,000 for 1 bedroom units (50-60sqm), equating to
£4,140-£4,720 per square metre
o £340,000 to £422,000 for 2 bedroom units (77-90sqm), equating to
approximately £4,415-£4,690 per square metre
“Eadhelm Court”, Penlee Close, Edenbridge – McCarthy & Stone – 34 x 1
and 2 bedroom apartments. Sold prices have ranged from:
o £213,000 to £250,000 for 1 bedroom units (50-60sqm), equating to
£4,170 to £4,260 per square metre
o £281,000 to £310,000 for 2 bedroom units (70-80sqm), equating to
approximately £3,900 to £4,040 per square metre.

The briefing paper by the Retirement Housing Group in May 20133 provides guidance
on the approach to be taken to assessing values for retirement housing where there
is a lack of transactional evidence. It suggests that in mid to low value areas, the
price of a 1 bedroom retirement property equates to approximately 75% of the price
of a semi-detached 3 bedroom house and the price of a 2 bedroom property is
equivalent to 100% of the value of a 3 bedroom semi-detached property. In high
value areas, the price of a retirement flats is linked to the price of conventional flats,
with a premium of 10-15%. An exercise applying these principles to Reigate &
Banstead is shown below:

Table A1- 11: Estimated Retirement Housing Values using RHG “Principles”

Step 1: Benchmark
price
Step 2: Apply
suggested principles

Low/Mid Value Area
(Redhill/Horley - £3,400/sqm)
3 bedroom semi-detached property:
£340,000
1 bed retirement = 75% of above =
£255,000
2 bed retirement = 100% of above =
£340,000

3

High Value Area
(Banstead/Reigate - £4,000/sqm)
1 bedroom = £240,000
2 bedroom = £320,000
1 bed retirement = 15% premium =
£276,000
2 bed retirement = 15% premium =
£368,000

Community Infrastructure Levy and Sheltered Housing/Extra Care Developments: A Briefing Note Prepared for Retirement
Housing Group by Three Dragons. Available at:
http://www.retirementhousinggroup.com/publications/CIL%20viabiilty%20appraisal%20issues%20RHG%20%20May%202013.
pdf
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Step 3: Convert to
price per square
metre

38

1 bed retirement = 60sqm =
£4,250/sqm
2 bed retirement = 80sqm =
£4,250/sqm

1 bed retirement = 60sqm =
£4,410/sqm
2 bed retirement = 80sqm =
£4,600/sqm

A recent planning application for a retirement development in the Tadworth area
quoted sales values of £300,000-£325,000 for 1 bedroom (55-60sqm) and £380,000£445,000 (69-75sqm) for the 2 bedroom units in viability evidence submitted to
support the application. This indicates the analysed figures in Table A1- 11 to be very
modest.
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Commercial and Non-Residential Market
Office (B1a)/Industrial and Distribution (B1b/c/B2/B8)
National Agents Research
39

Evidence on commercial values is somewhat less comprehensive than that for
residential developments within the borough. This is largely due to the fact that, with
the exception of perhaps the Redhill/Reigate hub, the borough is not seen as a
significant location for commercial activity and thus does not feature within regular
agents/consultants reports. The currently depressed market also results in a relative
lack of recent comparable transactional evidence.

40

Colliers International provides a service focussed on commercial rents in a variety of
locations nationally. For office accommodation4, Redhill/Reigate are viewed as a
single market. The data for 2014 shows that Grade A offices (new stock) can expect
to achieve a rent of £22.00/sqft (£237/sqm) and a Grade B office rent of £15.00/sqft
(£161/sqm) assuming normal incentive packages. Colliers M25 Office Market
Snapshot (Q4 2014)5 reports that there was strong occupier demand for offices in the
area during 2014. Although figures are not provided directly for Reigate, rents are
quoted for nearby areas of Crawley at £24.00/sqft (£258/sqm) and Croydon £23.50
(£253/sqm).

41

Knight Frank’s M25 Office Report Q4 20146 indicates that rents of £24.50/sqft
(£264/sqm) prime offices in the Gatwick area are achievable, but that rent free
periods of 18 to 20 months are not uncommon within the surrounding market (e.g.
Gatwick, Croydon, Guildford).

42

CBRE’s National Office Market Review (H2 2014) suggests that prime rents in
Redhill/Reigate are around £24.50/sqft (£264/sqm) and likely to remain stable over
the next 12 months. Rent free periods of up to 24 months are quoted.

43

For industrial/logistics property7, Colliers data for Redhill shows a prime rent of
£9.00/sqft (£97/sqm) and a secondary rent (for early 1990s property) of £8.00/sqft
(£86/sqm) in 2015.

44

Although not directly specific to the borough, data from the Knight Frank Logistics
and Industrial Report Winter 20158 indicates that prime rents for industrial space in
the adjoining borough of Crawley were £7.00/sqft (£75/sqm) with an exit yield of
6.0%. The report also usefully provides an analysis of “development prospects” and
identifies Crawley as an area where in the current market, industrial development is
likely to generate developer profit margin in the order to 5-15% and thus unlikely to
support speculative development.

4

http://www.colliers.com/en-gb/uk/insights/offices-rents-map

5

http://www.colliers.com/-/media/D81F80BF0B6F4CE199410D79050604A4.ashx?la=en-GB
http://content.knightfrank.com/research/63/documents/en/q4-2014-2685.pdf
7
http://www.colliers.com/en-gb/uk/insights/industrial-rents-map
6

8

http://content.knightfrank.com/research/790/documents/en/winter-2015-2680.pdf
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Internet Transaction Databases
45

A number of online databases (Estates Gazette Interactive and FOCUS) as well
commercial auction houses provide information on commercial transactions.

46

In terms of distribution of deals, the office market is dominated by transactions in the
Redhill/Reigate areas with a smaller sample in both Horley and Banstead. The
industrial market is dominated by deals in Redhill and Horley/Salfords, with almost no
deals occurring in Banstead and Reigate.

47

In terms of the office market, Redhill and Reigate perform broadly consistently in
terms of average rental levels achieved, with prime Grade A rents of £230-£240 per
sqm and secondary rents of approximately £120 per sqm. In the secondary market,
both areas also experience significant variance in the rental levels with deals ranging
from as low as £90 per sqm to as much as £170 per sqm.

48

In terms of the industrial market, Redhill achieves generally higher average rents at
around £85 per sqm compared to Horley/Salfords at £72 per sqm. However, these
averages are pulled down by secondary stock, with modern newly built mixed
industrial/warehouse schemes such as those at Redhill 23 (Holmethorpe) and IO
Centre (Salfords) achieving rents approaching or exceeding £100 per sqm.

Table A1- 12: Comparables – Office and industrial/distribution rental values 2010-2015
Area
Banstead
Reigate
Redhill
Horley/Salfords

B1(a)
Prime (Grade A)
£237.60
£227.75
£187.40

B1(b)/B1(c)/B2/B8
Secondary (Grade B) Avg
Min
£118.25*
£115.75
£123.60
£85.10 £60.30
£106.10
£72.25 £48.45

Max
£102.20
£94.75

*Limited data – small sample of deals
Source: Estates Gazette, FOCUS, Commercial Auction Results

49

Yield information obtained from investment sales is particularly limited given the
market uncertainty. Since 2009, only nine recorded office investment deals and three
industrial investment deals have been completed in the borough. Table A1- 13 and
Table A1- 14 provide details of the transactions.

Table A1- 13: Comparables - Office investment transactions 2009-2015 (Estates
Gazette)
Property Address

Deal Date

Price

Yield

Comments

15/08/2010

Size
(sqm)
688

Unit 4 Liberty Court, 101103 Bell Street, Reigate

£1,300,000

12.39%

Red Central, 60 High Street,
Redhill

07/06/2010

5,688

£20,900,000

6.99%

Watson House, London
Road, Reigate

17/11/2011

6,900

£19,700,000

7.20%

Secondary town centre
location – purchased by
private investor
Recent prime town centre
development inc. office and
retail – purchased by
Threadneedle Property. Both
retail units fully let, office
tenants including ING Lease
and City Sprint.
Prime town centre – fully let to
Towers Watson –
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Castlefield House, 3-5
Castlefield Road, Reigate

15/01/2010

2,881

£10,650,000

6.85%

Grosvenor House, 65-71
London Road, Redhill

15/11/2010

4,712

£12,500,000

9.30%

45 London Road, Reigate

22/08/2009

1,791

£6,600,000

6.91%

Terra Firma, Station Road,
Redhill

01/08/2012

4,366

£9,100,000

9.00%

Abbey House, Clarendon
Road, Redhill

01/05/2011

1,390

£3,450,000

9.80%

Beulah Court, Horley

01/05/2013

1,987

£1,270,000

5.20%

Santander House, Redhill

Q4 2014

4,366

£19,100,000

5.12%

Forest House, Crawley

Q3 2014

3,575

£13,000,000

6.60%

approximately 9.75 years
unexpired including
reversionary leases.
Purchased by Prudential
Assurance.
Prime town centre let to
Watson Wyatt – purchased by
Legal & General
Prime town centre - Unexpired
lease term 6 years, purchased
by Orbit
Prime town centre –
purchased by AXA REIM
Prime town centre –
purchased by Shadow. Wholly
let to Balfour Beatty but with
break in March 2013
Town centre – purchased by
Boultbee. Wholly let to Abbey
Business Centres (Regus) with
an unexpired term of 4 years.
Town centre. Approx 20% let
to Guinness Trust – price
inflated due to perceived
conversion potential.
Purchased at auction.
Town centre fully let to
Santander with unexpired term
of 19 years 9 months. Sold by
Laidlaw Estates to Blackrock.
Multi-let offices with average
weighted unexpired term of 7.8
years. Sold to Mayfair Capital.

Source: Estates Gazette, FOCUS, Commercial Auction results

50

Yields on town centre office transactions over the past five years have varied
markedly, even amongst stock in prime locations – with tenant covenant and income
security (i.e. unexpired term/break arrangements) strongly driving values. Yields in
the order of 9% have not been uncommon in the local market over the past few
years; however, on investments offering greater tenant covenant strength and longer
unexpired lease lengths, the evidence indicates that yields of 5.0%-7.0% have been
attainable.

Table A1- 14: Comparables - Industrial investment transactions 2010-2015
Property Address

Deal Date

Price

Yield

Comments

06/03/2012

Size
(sqm)
1,067

Units 16-18, IO Centre,
Salbrook Road, Salfords

£1,140,000

7.53%

Bridge Industrial Estate,
Horley

01/05/2013

3,391

£1,330,000

11.80%

36 Ormside Way, Redhill

03/11/2010

292

£265,000

10.40%

Prime industrial on new build
estate – three units recently
let to Surrey County Council
on 2, 10 year leases with 5
year
break
subject
to
penalties
Secondary industrial estate.
Multiple individual units (more
than 90% occupied) with
varying
tenant
covenant
strengths. Leases on all but
one unit expire by 2016.
Purchased at auction.
Secondary industrial unit let
to UK Drainage Ltd with 3
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years unexpired. Purchased
by private investor.
Source: Estates Gazette, FOCUS, Commercial Auction results

51

Although a limited sample, yields on industrial investments over the past few years
have been high, particularly on secondary stock. Perhaps the best example of this is
the 11.80% yield achieved on the sale of Bridge Industrial Estate, a multi-let estate
(mainly local businesses) of older units. Conversely, the deal at the IO Centre
demonstrates that markedly lower yields (c.7.5%-8%) can be achieved on well let
(local government), modern spec units.

Conclusions – Offices and Industrial
52

There is a range of evidence, both industry research and transactional, to indicate
current market rental values and investment yields for office and industrial premises
in Reigate & Banstead. Taken in the round, the following broad conclusions can be
drawn:




Offices: Rental values of £230-£240sqm are achievable for Grade A office
space assuming normal incentive packages (i.e. rent free periods) are
offered. Yields as low as 5.25% can be achieved on the very best assets (well
secured, long unexpired leases, single occupier with excellent tenant
covenant); however, yields in the range of 6.50%-7.0% are likely to be more
realistic in the majority of cases.
Industrial: Rental values of £85-100sqm are achievable on modern stock in
the prime and most accessible locations. Yields of 6% may be achievable on
the very best assets but yields of 7.5% or higher reflect the performance of
the majority of the market.
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Retail (A1-A5)
National Agents Research
53

With the exception of Redhill, the borough’s main town centres are not large enough
to be captured within the regular reports produced by agents/consultants.

54

The convenience sector operates differently to the conventional retail sector with
rents and yields largely insensitive to location. Rents are instead driven by the trading
ability of a particular operator (including local competition) whilst there is very little
locational adjustment to investment yields on assets with similar lease terms.
Research by IPD/Colliers indicates that initial yields on supermarket investments fell
to 4.5% during 20139 and continued to harden during deals in early 2014.10 Knight
Frank’s Yield Guide (February 2015) shows that whilst sentiment towards foodstore
investments has weakened, yields on such investments still range between 4.25%
and 4.75%.11

Internet Transaction Databases
55

As with the industrial and office market, analysis of commercial databases and
auction results provides comparable evidence of rents and yields in the borough
(Table A1- 15). In terms of investment yields, there have been a number investment
deals for retail property across the borough since 2008 and as such there is some
local yield information. The deals which have occurred are shown in Table A1- 16.

Table A1- 15: Comparables – Retail rental values 2010-2015
Area

Prime town
centre

Banstead
Reigate
Redhill
Horley

Secondary town
centre
£269.90

£315.90
£350.25

£199.75
£185.75
£197.00

Local shopping
£215.30
£223.50
£190.60
-

*Limited data – small sample of deals
Source: Estates Gazette, FOCUS, Commercial Auction Results

56

This data indicates that rents of around £270 per sqm are achievable in Banstead,
rising to in excess of £300 per sqm for prime premises in Reigate and Redhill.
Rental values in Horley for general town centre/comparison shops are lower at
around £200 per sqm.

57

Further analysis of these deals alongside properties currently being marketed in the
borough during June/July 2014 suggests that the average rents achieved in prime
parts of Redhill, Banstead and Reigate equate to Zone A rents of approximately £550

9

IPD/Colliers International UK Supermarket Investment Report 2014. Available at: http://www.colliers.com/engb/uk/services/retail/ipd-retail-research
10
Aviva Investors Shopping for Supermarkets: Investors Journal July 2014. Available at:
http://www.avivainvestors.co.uk/consultants/cs/groups/internet/documents/salessupportmaterial/mwdf/mdi3/~edisp/aviva11g_0
27647.pdf
11
http://content.knightfrank.com/research/522/documents/en/february-2015-2649.pdf
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per sqm. Zone A rents in secondary areas of Redhill and Reigate, and also in Horley
town centre are around £400-£425 per sqm.
58

There is a reasonable sample of investment deals over the past five years from
which to draw conclusions regarding yields achieved on retail properties.

Table A1- 16: Comparables - Retail investment transactions 2008-2015 (Estates
Gazette)
Property Address

Deal Date

Price

Yield

10/12/2010

Size
(sqm)
85

64 High Street, Reigate

£345,000

7.00%

Water Colour Development,
Trowers Way, Redhill

23/06/2008

360

£955,000

5.61%

15 High Street, Reigate

16/10/2013

273

£1.22m

5.33%

39 High Street, Reigate

10/10/2011

67

£575,000

5.22%

1 London Road and 25
Station Road, Redhill

20/05/2014

578

£2.3m

5.78%

39-41 Station Road, Redhill

03/12/2013

528

£925,000

8.35%

7/7A High Street, Horley

05/02/2013

110

£252,000

7.94%

22,24 and 24A High Street,
Horley

20/05/2014

255

£990,000

7.96%

24

Comments
Primary town centre location
let to Fenn Wright Manson
with 9 years unexpired –
purchased by Wulff Asset
Management
New build local convenience
retail let to Tesco (Metro) for
15 years – purchased by
McGimpsey Enterprises Ltd
Prime town centre location –
let to Pizza Express with 7
years unexpired. Includes
residential accommodation at
upper floors with restaurant
arranged over ground and
lower ground. Purchased at
auction.
Prime town centre location –
let to Specsavers with 12
years unexpired. Includes
first floor and basement
totalling 120sqm. Purchased
at auction.
Large prime town centre
location – let to Lloyds Bank
with 10 years unexpired. Part
sublet to RUSH hair. Ground
floor retail with additional
commercial space above.
Purchased at auction.
Secondary
town
centre
location – let to Natwest
Bank with 9 years unexpired.
Self contained offices above.
Purchased at auction.
Town centre location. Retail
unit let to Oxfam with 3 years
unexpired. Upper floor selfcontained offices fully let to
local firms. Purchased at
auction.
Town centre location. Two
ground floor retail units let to
Subway and The Children’s
Trust with 9 and 4 years
respectively unexpired – both
have rent reviews prior to
expiry. Separate detached
retail unit let to Domino’s –
expiry in 9 years with rent
review
in
meantime.
Purchase at auction.
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51 High Street, Reigate

Q4 2014

2,101

£4,220,000

6.00%

Town
centre
location.
Ground floor convenience
retail store (620sqm +
ancillary of 700qm) let to
M&S Food with 12 years
unexpired, with first and
second floors let to FitHub
with 13 years unexpired.

59

The evidence indicates that in prime locations in the borough’s main town centres of
Redhill and Reigate, yields of 6.0% or less can be achieved on well let, strong
covenant retail investments. However, in secondary locations or in the borough’s
smaller town centres – or on assets with weaker covenant, yields of approaching 7.58% are more common.

60

There has only been two recorded convenience transactions in the borough: the sale
of the Tesco Express on Watercolour, Redhill which achieved a yield of just over
5.5% and the investment sale of the M&S Food (and gym above) in Reigate which
achieved around 6.0% net initial yield. On these two investments, the rents – both
of which were fixed relatively recently through new lettings or rent reviews –
represent £148/sqm and £155/sqm. Marketing information submitted to accompany
the sale of the M&S investment indicated that a rental value of £17/sqft (£183/sqm)
is achievable at the next rent review.

Third Party Viability Evidence
61

Viability information submitted by applicants to accompany a recent application in
Redhill also indicate that a yield of 4.5% are achievable on large convenience
supermarkets/superstores let to one of the major operators, driven largely by the
strong tenant covenant which these operators provide. Alongside this, rental values
of £24/sqft (£258/sqm) are quoted. Rents of £210/sqm and a yield of 6.50% is
assumed on the smaller comparison retail units to be provided as part of the scheme.

62

Viability evidence supporting another scheme in Redhill indicates a pre-let of a
ground floor retail unit to a convenience retailer to provide an “basket” store. The
achieved rent is quoted at £17.80/sqft (£191/sqm) with an investment yield of 6.0%.
Another scheme, not yet in the planning system, is understood to have achieved a
rental value of £15/sqft (£161/sqm) on a small convenience store.

63

Viability appraisal carried out for a proposed major retail development (not yet within
the planning system) within the prime pitch of Redhill town centre indicates that rental
values of between £170 to £190/sqm are achievable on larger two storey
(mezzanine) units, equating to approximately £500/sqm ITZA.

Conclusions – Retail
64

There is a range of transactional and third party evidence, to inform current market
rental values and investment yields for retail opportunities in Reigate & Banstead.
Taken in the round, the following broad conclusions can be drawn:
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Town centre/comparison: Rental values of between £200/sqm and £300/sqm
are achievable in most cases for general town centre retail units. This
equates to rental values of approximately £450/sqm ITZA in secondary
locations and up to £550/sqm ITZA in prime locations. Yields as low as
5.25% are shown to have been achieved on transactions for the very best
assets (well secured, long unexpired leases with excellent tenant covenant);
however, yields in the range of 6.50%-7.0% are likely to be more realistic in
the majority of cases.
Convenience: On larger schemes, rental values of up to £260/sqm have been
achieved by third parties on proposed developments; however, recognising
the recent changes in the market, rents closer to £220/sqm are more realistic.
Yields of 4.5%-5.0% are indicated by both third party viability evidence and
industry research. For smaller “basket” stores, rental values between
£155/sqm and £190/sqm are suggested by the range of evidence. Yields of
5.5%-6.0% have been achieved on local transactions.

Other Uses
Residential Care Homes
65

This sector is particularly difficult to assign a value largely due to the variety of
property types within the sector and the complete lack of local transactional evidence
for such properties.

66

Commentary from Knight Frank indicates that investment demand in the sector is
likely to remain robust with the sector weathering the recent downturn comparatively
well. The Knight Frank Healthcare Investment 201412 indicates that specialist nursing
homes command prime yields of approximately 8% whilst prime yields for high
quality care homes can achieve yields as low a 5.0%. In terms of rents, the research
indicates that the South East has the highest average rental levels at c. £9,850 per
bed per annum.

67

The Colliers Care Homes Review Autumn 201413 indicates that high quality care
homes have been trading at yields of between 5% and 6% over the past year with
other assets trading generally between 7.5% and 8%.

68

Although slightly dated, evidence from Savills Care Home Market Snapshot (Summer
2010) indicates a particular shortage of within the 30-70 bed size range in London
and the South East. The Savills snapshot indicates values for three “market tiers” of
care homes as below with the high tier figures considered to correspond with the
Knight Frank research discussed above:



12
13

Low tier (converted <30 beds): £30-40k per bedroom
Mid-tier (largely purpose built single occupancy 30-70 bed): £55-80k per
bedroom

http://content.knightfrank.com/research/105/documents/en/healthcare-investment-2014-1479.pdf
http://www.colliers.com/sitecore/shell//-/media/Files/EMEA/UK/research/healthcare/201411-autumn-care-home-review.pdf
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High tier (largely purpose built, single occupancy with en suite 30-70 bed):
£80-100k per bedroom

69

Knight Frank’s Care Home Trading Performance Review 2014 14 indicates that the
South East achieves the highest weekly fees for care homes at around £850 per
week for care with nursing and £675 per week for personal care. When costs are
taken into account, EBITDAR per bed space for homes in the South East was
approximately £12,000 for homes offering nursing care and £10,500 for personal
care during 2014. This would tend to underpin rental values in the region of £7,000 to
£9,000 per annum.

70

Analysis of care homes in Reigate & Banstead and surrounding districts such as
Epsom & Ewell and Tandridge indicates that weekly fees, including care costs, are
typically in the order of £700 to £1,000, the latter for more modern, higher quality and
better located homes. Approximately 25% of this is assumed to be “room value”, with
the remainder covering the costs of care (i.e. payroll costs), food, utilities and other
fixed costs. The assumption is therefore “room value” of between £175 and £250 per
week (£9,100 and £13,000 per annum), a range which is considered to broadly
confirm the average figures identified in the Knight Frank research.

71

There is no evidence to suggest that there would be any significant value differential
across the borough, with value instead varying by quality of accommodation.

72

On the basis of the industry research and local market analysis above, a rental value
per room in the region of £9,000-£10,000 is considered to be realistic with a yield of
between 6% and 7% reflecting a good quality asset and operator of reasonable
standing.

Hotels
73

Information from typical upper-budget hotel operators such as Whitbread indicates
yields as low as 5.5% could be achieved in accessible town centre locations and
depending upon covenant. Research from GVA on Alternative Investment Sectors15
indicates yields achieved on key hotel deals ranging from 5.31% to 6.50% on assets
let to one of the major budget operators. Similarly, Knight Frank’s Yield Guide (Feb
2015) indicates that yields of 5.0% are achievable on well let budget hotels16.

74

Discussions with industry practitioners suggest that such locations could achieve
rental values of up to £5,000 per room. Additional transactional evidence in the
borough and surrounding areas in Surrey/outer London follows:



Premier Inn, Park Street, Camberley – 95 bed – pre-let on 25 year lease with
20 year tenant break @ £418,000 p.a. (£4,400 per room) (May 2012)
Travelodge, The Precinct, Egham – 56 bed – 10 year lease from 2010 @
£330,000 p.a. (c.£5,900 per room) (January 2009)

14

http://content.knightfrank.com/research/548/documents/en/2014-2365.pdf
Published Spring 2013: Available at: http://www.gva.co.uk/NewsDetail.aspx?NewsId=15032386202
16
http://content.knightfrank.com/research/522/documents/en/february-2015-2649.pdf
15
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Barking Central Phase 2 – 66 bed – 25 year lease from 2009 @ £264,000
p.a. (c. £4,000 per room)
Confidential (Surrey town centre mixed use) – 68 bed – pre-let @ £285,000
p.a. (£4,200 per room). (January 2014)
Travelodge, Lumina Park, Enfield – 132 bed – 33 year lease from 2012 @
£550,000 p.a. (£4,200 per room). Sold for £10m representing a net initial yield
of 5.5% (June 2014)
Premier Inn, Sutton, Surrey – 119 bed – pre-let on institutional terms @
£642,600 p.a. (c.£5,400 per room)
Premier Inn, Addlestone, Surrey – 101 bed – pre-let @ £450,000 p.a. (£4,500
per room)

75

Whilst recent falls in land values have allowed hotel operators to compete with other
uses for sites (i.e. residential), in most cases the economics render standalone town
centre/urban hotel developments challenging in viability terms, hence hotels are now
commonly being delivered as part of mixed use developments.

76

Overall, the range of transactional data and industry research suggests that room
rents of £4,200-£4,500 are achievable in the current market on budget type hotels,
with yields of 5.5% to 6.0% realistic for assets let to established operators.

Leisure (Cinema)
77

There is no local transactional evidence for leisure properties in Reigate & Banstead
in the recent past. However, recent deals nationally indicate potential rental level for
large scale leisure facilities. In particular, the large scale “sale and leaseback”
programme carried out by Odeon during 2013/14 provides an indication of market
sentiment towards well secured cinema investments.








Vue Cinema, Birkenhead – 2,970sqm seven screen cinema - £448,000
passing rent (c.£150sqm) with 15 years unexpired – sold for £5.65 million in
September 2014 representing a net initial yield of 7.70%.
Odeon, Harrogate – five screen cinema – 2,220sqm five screen cinema £395,250 passing rent (c.£175sqm) with 24 years unexpired – sold for £7.75
million representing a net initial yield of 5.10%
Odeon, Dudley – 3,730sqm ten screen cinema - £458,000 passing rent
(c.£125sqm) with 24 years unexpired – sold for £7.7 million in January 2014
representing a net initial yield of 5.95%
Odeon, Richmond – seven screen cinema - £610,000 passing rent with 25
years unexpired – sold for £12.1 million in November 2013 representing a net
initial yield of 4.75%

78

Third party viability evidence prepared for a proposed major mixed use scheme in
Redhill suggests that a rental value of £15/sqft (£161/sqm) is achievable on a cinema
development, with a yield of 6.25% if let to a national operator.

79

Although local data is limited, the evidence points to rental values of between
£150/sqm and £160/sqm as being realistic on cinema assets, with yields of 6.0% to
6.25% if let to one of the major operators (i.e. Odeon/Vue).
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Land Values
80

As previously discussed, in order to understand how likely different outcomes are to
support a viable scheme, it is necessary to compare the RLVs to expected
benchmark land values. In accordance with the RICS guidance, regard has been had
to a range of sources of evidence to derive site value including published land price
estimates from the VOA and established consultancies, market/transactional
evidence and current use values.

Residential Land Transactions
81

As the RICS guidance on Financial Viability in Planning recognises, appropriate
comparable evidence – even where limited – is important in establishing site value
benchmarks for area wide assessments.

82

Table A1- 17 analyses recent transactions for brownfield urban sites in the borough,
setting out the per hectare land values achieved, the planning context (i.e. whether
the site had planning consent, was allocated or had a readily identifiable alternative
use) and any planning requirements such as affordable housing or s106
requirements imposed on any applications.

Table A1- 17: Brownfield residential land transactional evidence
Site

Area

Existing Use/ Planning Context

6-18 Station Road,
Horley

0.077ha

Former Liquid &
Envy site, Redhill

0.41ha

The Dell, Reigate

0.36ha

Mill Street, Redhill

0.16ha

Edge of town centre site (close to
Horley Station) purchased with
the benefit of consent for mixed
use redevelopment comprising 2
ground floor retail units with 11 x
2 bed flats. No affordable
housing. Planning contributions
of £113k.
Town centre site (opposite
Redhill Station) purchased with
the benefit of consent for 61 flats
(23 x 1 bed and 38 x 2 bed) and
ground
floor
retail
unit
(c.600sqm).
No
affordable
housing
but
clawback
mechanism should value uplift be
achieved. Planning contributions
of £77k.
Urban site (close to Reigate
Station) purchased with the
benefit of consent for 9 x 3 bed
houses in close proximity to
Reigate town centre and rail
station. No affordable housing
and no planning contributions.
Urban site purchased without
consent which was subsequently
achieved for 2 x 4 bed houses in
addition to the refurbishment of
29

Deal Date

Purchase
Price

May 2011

£300,000
(≈£3.9m/ha)

Oct 2013

£2,275,000
(≈£5.5m/ha)

Aug 2013

£1,650,000
(≈£4.58m/ha)

Mar 2011

£680,000
(≈£4.25m/ha)
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Doods Road,
Reigate

0.26ha

Merland Rise,
Tadworth

3.71ha

Newman House,
Horley

0.67ha

Virgin Car Park Site,
Horley

0.38ha

Hockley Business
Park, Redhill

0.44ha

Sandy Lane,
Kingswood

0.25ha

Land at Surrey
Downs Golf Club

0.24ha

Land adjacent to
Chequers Hotel,
Horley

0.16ha

Tudor Beech Place,
Horley Lodge Lane,
Salfords

0.4ha

Land at Brambletye
Park Road, Redhill

0.10ha

existing listed building into a
further 4 bed house. No
affordable housing or planning
contributions.
Urban site purchased with the
benefit of consent for 13 x 2 bed
flats and 1 x 4 bed house. No
affordable housing and planning
contributions of £110k.
Urban site purchased with
consent
for
130
homes.
Affordable housing at 25% (33
homes)
and
planning
contributions of £1.5m.
Urban site purchased subject to
planning which was subsequently
achieved for a 90 unit flat
scheme with 3-4 retail units at
ground floor. Fully affordable
housing (largely S/O) to be
delivered by RP with no
infrastructure contributions.
Urban site marketed without
planning permission. Potential for
mixed use scheme with ground
floor retail and flats above as per
adjoining Newman House site
Edge of town centre quasi
industrial site marketed as
ongoing
income
generating
investment. Identified as having
residential
redevelopment
potential
but
no
planning
consent.
Urban site in existing residential
use marketed with planning
permission for a single detached
dwelling. No affordable housing
and
no
infrastructure
contributions
Previously developed non-urban
site within grounds of golf course
marketed
with
planning
permission for a single detached
dwelling. No affordable housing
and
no
infrastructure
contributions.
Urban site sold at auction without
planning permission. Scheme
would
attract
infrastructure
charges of c.£16k per unit.
Urban site in existing residential
use (former nursing home) sold
at
auction
with
vacant
possession and without any
specific planning consent.
Cleared urban site in residential
area sold at auction without any
specific planning consent.
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Apr 2011

£1,275,000
(≈£4.91m/ha)

Feb 2014

£14,500,000
(≈£3.91m/ha)

Mar 2013

£2,750,000
(≈£4.10m/ha)

April 2014
(marketed) –
Edward
Symonds

£1,750,000
(≈£4.60m/ha)

Summer
2013

£1,500,000
(≈£3.41m/ha)

April
2014
(marketed) –
Richard
Saunders

£1,075,000
(≈£4.30m/ha)

April
2014
(marketed) –
Kennedy’s

£600,000
(≈£2.50m/ha)

March 2014

£380,000
(≈£2.38m/ha)

September
2013

£525,000
(≈£1.31m/ha)

March 2012

£135,000
(≈£1.35m/ha)
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109A Brighton Road,
Hooley

0.05ha

Land R/O Angel
Public House,
Cockshot Hill,
Reigate
Land at Russells
Crescent, Horley

0.033ha

0.1ha

Cleared residential site (cleared
by NR to enable access for
embankment works) sold without
any specific planning consent.
Vacant urban site sold at auction
without any specific planning
consent.

February
2014

£145,000
(≈£2.9m/ha)

July 2014

£69,000
(≈£2.10m/ha)

Urban site sold at auction with
the benefit of consent for a single
4
bedroom
family
home.
Planning contributions of £16k
and no affordable housing
contributions.

July 2014

£300,000
(≈£3.00m/ha)
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The table above shows land values achieved (or anticipated) on transactions for
urban sites over the past few years in the borough have ranged from £1.2m per
hectare to £5.8m per hectare.

84

Prices achieved on sites for high density schemes (flats or mixed use schemes
including flats) ranged from £3.9m to £5.5m whilst prices sites for conventional
housing schemes ranged more substantially from £1.3m to £4.7m, with variation
apparent between the traditionally lower value and higher value areas of the
borough.

85

However, it is important to highlight to key factors based on the sites contained in the
table above. Firstly, whilst a number of the sites were purchased without the benefit
of a specific planning consent, the majority were located within existing residential
neighbourhoods and therefore residential use could be readily identified as an
alternative, higher value generating use: thus the downwards risk-adjustment which
would be factored into these prices to account for the risk of not achieving a
residential consent is likely to have been limited. Conversely, in all of the transactions
involving sites with consent, the consents benefitted from very low or no affordable
housing provision and often with limited infrastructure/s106 contributions.

86

These are important considerations: as the RICS guidance on Financial Viability in
Planning recognises, 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.

87

Furthermore, moving forward, the adoption of the Core Strategy and implementation
of CIL is likely to result in a very different context in terms of planning obligations
which is likely to lead to a reduction in land values from the current prices indicated
by the transactional data above. This concept was recognised by the Inspector
examining the Mayoral CIL, who noted in his report (paras 8 & 32) that:
“The price paid for development land may be reduced. As with profit levels there may
be cries that this is unrealistic, but a reduction in development land value is an
inherent part of the CIL concept. It may be argued that such a reduction may be all
very well in the medium to long term but it is impossible in the short term because of
the price already paid/agreed for development land. The difficulty with that argument
is that if accepted the prospect of raising funds for infrastructure would be forever
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receding into the future. In any event in some instances it may be possible for
contracts and options to be renegotiated in the light of the changed circumstances
arising from the imposition of CIL charges”.
88

There is some limited available information regarding greenfield land transactions.
Two large sites have been transacted in the recent past. This includes:






Large Green Belt site on the edge of Redhill totalling 17.4 hectares,
approximately half of which is safeguarded for waste use with the remainder
having no formal allocation. The site sold in Summer/Autumn 2013 and is
understood to have achieved approximately £8m (£460k per gross hectare)
which, taking account of constraints, is estimated to equate to approximately
£775,000 per net developable hectare).
Strategic allocated housing site totalling 93 hectares on the edge of Horley.
Agreements with some landowners were concluded in Spring 2014 and land
is understood to have achieved approximately £475,000 per gross hectare (or
approximately £790,000 per net developable hectare).
A small Green Belt site (0.18ha) on the edge of Woodhatch with no planning
consent or current allocation. The site sold at auction in June 2013 for
£70,000, equivalent to approximately £390k per net developable hectare.

Residential Land Value Research
Valuation Office Agency Property Market Reports
89

Given the range of factors affecting transactional data, it is therefore helpful to
triangulate this with other sources and guides in order to determine appropriate land
value benchmarks.

90

Until 2010, the VOA produced estimated values for serviced land with outline
residential permission at a more detailed geographic scale, including specifically for
Reigate.
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Figure A1- 5 tracks the movement in residential land values in Reigate from 2001.
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Figure A1- 5: Residential land prices with planning permission (Reigate) 2001-2009
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92

Figure A1- 6 demonstrates the change in residential land values for urban sites since
Q3 2007, drawn from arguably one of the most authoritative sources - Savills regular
“Market in Minutes” report for residential development land - the most recent of which
presents time series change in land values.

93

The significant fall in land values during 2008 and early 2009 are readily apparent.
Values then showed modest growth between 2010 and 2012, posting small or
sometimes negative growth consistently on a quarterly basis over this period. Urban
land values then picked more strongly during 2013 and 2014, regularly posting
quarterly growth in the region of 2.0%.

Figure A1- 6: Quarterly change in land value Q3 2007 to Q4 2014
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To provide some indication of land values, it is therefore reasonable to apply a
degree of growth to the 2010 VOA data to bring it in line with the current market.
Based on the regular Savills market analysis set out in Figure A1- 6, an uplift of
31.3% is reasonable. These values effectively represent market values for sites with
a residential planning consent in the Reigate area, clearly in lower value areas of the
borough (such as Redhill or Horley), land values would reasonably be expected to be
lower than this.

Table A1- 18: Extrapolated land values for serviced urban sites with residential
permission (based on VOA 2010 and applying growth assumed from Savills reports)
Small Sites (per ha)
£4,595,000

Bulk Land (per ha)
£4,240,990

Site for flats/maisonettes (per ha)
£3,742,050

DCLG Land Value Estimates for Policy Appraisal Research
95

In February 2015, the DCLG published a range of land value estimates for the
purposes of policy appraisal17. This includes estimates of residential land values at
local authority level.

96

As recognised in the document, the approach taken in deriving the estimates has
limitations. In particular, as it is based on residual modelling, it provides a land value
at only one value point and does not reflect the range of value areas and types of site
which exist in a particular area. The values shown in the report also reflect a “nil
affordable housing” situation, and therefore the report clearly recognises that they are
not estimates of market value.

97

The methodology and output of the research can however be interrogated to
establish the assumptions made, particularly around land value. This indicates that a
sales value of £4,100 per sqm has been adopted for Reigate & Banstead.

98

The model can then be recalibrated using the assumptions set out in the report to
make an allowance for affordable housing and, in doing so, provide an estimate of
full market values for land with a residential planning consent in the borough. It can
also be re-run at different value points (corresponding with those identified above) to
come up with a range of likely market values across the borough. The outputs of this
exercise are set out in Table A1- 19 below.

Table A1- 19: Recalibration of DCLG land value estimates

Value point
£4,100 (as per DCLG)
£3,600
£3,400

Land values (£/ha)
Matching DCLG assumptions (nil Recalibrated (with
affordable housing)
affordable housing)
£4,771,197
£4,038,509
£3,691,154
£3,049,649
£3,259,137
£2,654,105

Source: DCLG, RBBC Analysis

17

Available at:
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/407155/February_2015_Land_value_publication
_FINAL.pdf
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Other Land Value Evidence
99

There is very limited transactional evidence of sites for office/industrial development
in the borough over recent years; particularly owing to the depressed commercial
market. As such, reliance must be placed on alternative guides and approaches to
judge an appropriate benchmark.

100

Intelligence from the Colliers International Logistics & Industrial Rents Map 18
indicates that the value of prime industrial land in the Redhill area in 2015 is
£850,000 per acre (£2.10m per hectare), up from a figure of £600,000 per acre in
2013 and 2014.

101

Values in the borough are consistent with Crawley (£850,000/acre) but significantly
less than Leatherhead (£1,000,000/acre), Guildford (£1,100,000/acre) and
Weybridge (£1,300,000/acre). Lower grade secondary and tertiary industrial land
could be expected to fetch less than these levels.

102

Values for agricultural land are sometimes used to “sense check” assumptions
regarding greenfield land values (for example using a simplified 20x multipliers).
Savills UK Agricultural Land Survey 201519 indicates values for prime arable land in
the South East of jut over £10,000 per acre (≈£24,700/ha), up around 24% on the
previous year.

103

A brief survey (see table below) of land on the market in Surrey at March 2015
indicates that asking prices commonly in the range of £25,000-£30,000 per hectare,
in line with the Savills research above. Applying the simplified multipliers mentioned
above to these figures would suggest that greenfield landowners are likely to expect
to achieve between £500k and £600k per hectare.

Table A1- 20: Sample of agricultural land on market (Summer 2014)
Site
Roundtree Farm, Leatherhead
Roundtree Farm, Leatherhead
Brewerstreet Farm, Bletchingley
Ten Acres Lane, Thorpe
Westland Farm, Shamely Green
Partridge Lane, Newdigate
Nutfield, Redhill

Area
11.25ha
70.8ha
35.1ha
12.9ha
44.0ha
4.1ha
58.8ha

Type

Asking Price

Arable land
Arable/woodland
Agricultural pasture
Grade 3a arable
Pasture/meadow
Pasture/paddock
Grazing/paddock/woodland

£250,000 (≈£22k/ha)
£1.56m (≈£22k/ha)
£975,000 (≈£28k/ha)
£375,000 (≈£29k/ha)
£1,250,000 (≈£28k/ha)
£125,000 (≈£30k/ha)
£815,000 (≈£14k/ha)

Source: UK Land and Farms (March 2015)

Land Value Assumptions in Surrounding Areas
104

18

19

Although contexts will differ slightly, it is helpful to understand the land value
assumptions which have been adopted through CIL studies in nearby areas. Many of
these areas, particularly those adjoining districts in Surrey, share similar residential
demand and residential value characteristics with Reigate & Banstead, having similar

Available at: http://www.colliers.com/en-gb/uk/insights/industrial-rents-map
Available at: http://pdf.euro.savills.co.uk/rural---other/alms-2015.pdf
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planning contexts (including planning and affordable housing contributions) and are
therefore a reasonable “sense check” for range of land types and values in this
borough.
105

The table below summarises the land value evidence relied upon in surrounding
areas. On average across these areas, residential land values have been assumed
to range from £2.5m/ha to £4.2m/ha (for urban sites). For industrial uses, land value
assumptions have averaged £1.5m/ha; for office uses £2.6m/ha and for retail uses
£4.5m.

Table A1- 21: Land value assumptions in surrounding areas (where CIL examined or
approved)
District/Borough
Tandridge

Epsom & Ewell

Elmbridge

Sutton

Surrey Heath

Land Value Assumptions
Residential
£1.5m/ha to £2.35m/ha
Industrial/Other commercial:
£0.85m/ha

Notes
CIL charging schedule approved by
Inspector in June 2014.
Land values based on a variety of existing
uses ranging from commercial to residential
with a premium of 20%.

Residential:
£4m/ha to £6m/ha
Offices:
£3m/ha
Retail:
£5m/ha
Student Housing/Care:
£3m

CIL charging schedule approved by
Inspector in June 2014.

Residential:
£2m/ha to £4m/ha (PDL)
£200k/ha to £750k/ha
(greenfield)
Commercial:
£750k/ha to £2m/ha (PDL)
Greenfield as above

CIL charging schedule approved by
Inspector in January 2013

Residential:
£3m/ha to £5m/ha
Office:
£3m/ha
Industrial:
£2m/ha
Retail:
£5m/ha to £7.5m/ha
Residential:
£2.47m/ha to £3.70m/ha
Industrial:
£1.48m/ha to £1.77m/ha
Office:
£1.48m/ha to £2.22m/ha
Retail:
£1.48m/ha to £2.96m/ha

CIL
schedule
approved
Inspector in December 2013.

Land values informed by transactional data
and discussions with local agents.
Residential range reflects variation across
sites of different sizes and for flats/houses.
Commercial values based on discussions with
local agents and transactional data (including
from outside the borough)

Land values informed by VOA information,
transactions and data held by Council
Value ranges reflect variation in types of sites
which come forward. Used as indicator of
“increasing confidence of viability” with greater
confidence if schemes achieve the higher land
values.

by

Land values informed by transactional
evidence and local market knowledge
Residential range reflects variation across site
size (small sites higher value, larger sites
lower value).

CIL
schedule
approved
Inspector in March 2014.

by

Land values informed by bespoke threshold
value appraisal and analysis of transactions
carried out by the Valuation Office Agency.
Residential range reflects variation across
different value areas in the borough.
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Appendix 2
Viability Appraisal Summary Sheets
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