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MATTER 4: RETAIL LEVY RATES 
 
1. Are the local levy rates for new retail floor space, including nil rates for 
comparison retailing justified by appropriate available viability evidence? 
 
1.1 The proposed rates for new retail floor space are considered to be justified by 

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

1.2 The VAR is considered to provide appropriate, realistic and robust viability 
evidence. The type and scale of both comparison and convenience retail 
schemes tested in the VAR are reflective of the development context of the 
borough and the types of retail growth needed to deliver the objectives of the 
Core Strategy. Site coverage assumptions used are based on analysis of 
recent proposals in the borough (paragraph 4.12 [RBBC04]). 
 

1.3 The assumptions adopted for the viability appraisals are justified by detailed 
local evidence or consistent with standard industry practice. Inputs for rental 
values and yields are drawn from recent local market evidence (see 
paragraphs 53-64 in the VAR appendices [RBBC05] consistent with advice in 
the Harman Guidance (page 34). Build costs are taken from BCIS, rebased to 
Reigate & Banstead in February 2015, in accordance with standard practice. 
Provision for external and other construction costs (such as car parking where 
relevant) has been made in accordance with industry research (see page 46 
in the VAR [RBBC04]). Realistic allowances have also been made for section 
106/278 costs based on evidence from recent schemes in Reigate & 
Banstead and adjoining areas. This is considered to be a sound approach and 
the Council is not aware of any robust alternative evidence which challenges 
or conflicts with the evidence based assumptions used by the Council. 
 

1.4 The outputs of the VAR demonstrate a clear difference in the viability 
characteristics of comparison and convenience retail development in the 
borough which justifies the differential charging approach.  
 

1.5 The two comparison retail schemes tested in the VAR both generate some 
surplus for CIL (see Table 22 [RBBC04]). However, the surplus available 
differs significantly between schemes and, in the case of the larger 
comparison scheme, is negligible (£3/sqm). This demonstrates the variability 
across the sector. 
 

1.6 In addition, under the sensitivity testing set out in the VAR, the surplus 
available for CIL on both comparison retail schemes tested turns negative 
(Table 23 [RBBC04]). Mindful of the need to avoid setting charges at the 
margins of viability, a nil rate is therefore an appropriate response to, and 
justified by, evidence of economic viability.  
 

1.7 Three different sizes of convenience retail schemes were appraised through 
the VAR reflecting the type of convenience growth both needed and likely to 
come forward in the borough. In contrast to comparison schemes, all three 
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schemes generate a consistent healthy surplus for CIL of over £240/sqm (see 
Table 22 [RBBC04]). 
 

1.8 Informed by the outputs of sensitivity testing, the proposed rate for 
convenience retail provides a substantial viability cushion of over 50% to the 
maximum charge which could be supported and is therefore also compliant 
with the advice in the Planning Practice Guidance.  
 

2. What would be the economic viability justification for differential rates 
dependent upon the retail format of an operator? 
 
2.1 In order for the draft Charging Schedule to comply with the CIL Regulations 

(specifically Regulation 13) and advice in the Planning Practice Guidance 
(paragraph 021 25-021-20140612), differential rates can only be set by 
reference to location, use or type of development, and size/scale.  
 

2.2 The Council does not consider that a retail operator’s specific business model 
or ethos could constitute a different intended use such that it could be used to 
set a differential CIL rate.  
 

2.3 Size (by reference to floor space), is therefore the only metric which could 
legitimately be used to define a differential rate linked to retailer format. 
However, the viability evidence in the VAR demonstrates that small, medium 
and large convenience retail schemes are capable of sustaining a similar rate 
of CIL (see Table 22 [RBBC04]). There is therefore no economic viability 
justification for differentiating by size as a proxy for retailer format. 
 

2.4 The Council is also aware of non-Limited Assortment Discounter (LAD) 
convenience operators who are also operating and seeking store formats at a 
similar size to those suggested in the representation from Planning Potential 
for Aldi (012) as typical of LAD operator (i.e. 900sqm-1,300sqm). This is likely 
to be an increasingly popular format given the changes in the convenience 
retail sector. The Council does not therefore consider size to be a reliable or 
robust differentiator between particular operator formats or business models. 
 

2.5 On this basis, the Council considers there is to be no robust or consistent 
justification in economic viability terms for differential rates dependent upon 
retailer format or business model. 
 

2.6 Retail operators are competing for development opportunities and sites within 
a marketplace which includes their competitors. The Council considers that 
introducing differential CIL rates which provided a specific operator with a 
competitive advantage, in absence of viability justification, presents significant 
risks in terms of state aid compliance. 
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3. Overall, do the rates strike an appropriate balance between helping to fund 
the new infrastructure required and the potential effect on the economic 
viability of new retail floor space across the Borough? 
 
3.1 The proposed rates for retail development are considered to strike an 

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

3.2 As set out in response to Issue 1 above, the viability evidence in the VAR 
[RBBC04] clearly shows that, in the current market, the viability of comparison 
retail development in the borough is both uncertain and sensitive to relatively 
modest changes in build costs and rental values. Levying a charge could 
therefore present a real risk that schemes may be prevented from coming 
forward thus compromising the objectives of the Core Strategy. 
 

3.3 Due to the scale of comparison retail growth planned in the borough, and the 
nature of sites upon which it is most likely to come forward (town centre, 
brownfield with a more limited net floorspace gain), it is likely that the overall 
receipts from levying a charge on such uses would be relatively modest 
anyway. Given the importance of comparison retail development to the 
regeneration of Redhill town centre – which is a key objective of the Core 
Strategy – setting a nil rate is therefore considered to strike an appropriate 
and sensible balance. 
 

3.4 Conversely, the evidence demonstrates that the viability of convenience retail 
is more robust and, at any rate, as discussed in the Council’s response to 
Matter 2, Issue 6 (and Appendix 1 of that response), the proposed rate for 
convenience retail also provides a margin of at least 50% to the maximum 
charges which could be supported. The rates proposed also represent only a 
small proportion (3.1%-4.8%) of total development costs for the convenience 
schemes tested and are therefore a minimal burden on viability. 
 

3.5 It can therefore be concluded with confidence that the rates proposed would 
not threaten the viability of convenience retail development.  
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