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Executive Summary
1. This is a whole plan and CIL viability study, commissioned by East Hampshire
District Council (The Council) on behalf of Hart District Council. The report
looks into the viability of both residential development and non-residential
development, the latter being mainly commercial and industrial uses. The
executive summary begins with matters arising out of the residential section
and continues with issues from the non-residential section.
Residential
2. Hart District Council is in the process of reviewing its Local Plan. As part of
this review, it is looking to introduce new policies that could affect the viability
of new development and needs the evidence to determine the extent of any
viability impact. In addition, the Council has asked us to recommend one or
more levels of Community Infrastructure Levy that might be adopted
alongside these new policies.
3. The report’s methodology follows guidelines that have been laid down by both
Government and industry bodies. In order to determine viability, we draw up
a number of different residential development scenarios, as agreed with the
Council, and calculate the land value that arises from those scenarios. We
then express these land values as sums per hectare, before comparing them
to different existing use values.
4. In addition to these “notional” scenarios, we have also been asked to assess
the viability of a number of actual strategic sites that could form part of Hart’s
future housing supply.
5. The land on which any development takes place will have an existing use
value, whether it is a lower value, such as agricultural, or a higher value such
as residential. A development on land with a lower existing use value will tend
to show better viability than a development on land with a higher existing use
value.
6. Viability studies will, typically, refer to a number of terms in connection with
the land value threshold that needs to be exceeded before a development can
be considered viable. These will include both existing use value and
alternative use value. For the purpose of this report, we will use the term
“existing use value” to reflect this threshold, which also includes an element
of “incentive premium”, designed to improve returns to the landowner. We
discuss this issue later in the report.
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7. For each development scenario we can say that, if the development produces
a land value that is higher than its existing use value, then it is viable. A land
value that is lower than the existing use value will imply a lack of viability.
8. The potential viability of development will improve in locations with higher
sales values. We have, therefore, considered sales values across Hart and, for
the purpose of the land value calculations, have divided the District into seven
Value Points (VP) these being, from lower to higher value:
VP1
VP2
VP3
VP4

Blackwater
Yateley
Hook
Fleet

VP5 Church Crookham
VP6 Odiham
VP7 Hartley Wintney
9. Land value is determined through a residual valuation, in which the costs of a
development, including build cost, fees, finance and profit, are deducted from
the assessed total sales revenue. The “residue” is what remains for the land.
10. The base costs, fees and profit are assumed from industry standards. Any
abnormal costs need to be applied separately, depending upon such matters
as location, existing use and topography.
11. We have modelled sites of 5, 10, 50 and 250 units. Each of these has been
assessed at densities of 25, 35, 50 and 140 dwellings per hectare. The
scenarios at 5 and 10 units will not have affordable housing and are,
therefore, potentially more viable. This allows us to consider higher CIL
charges for these smaller sites. Sites of 50 and 250 units will include
affordable housing; we are proposing lower CIL costs for these.
12. We have applied affordable housing, where applicable, to the housing mixes
in accordance with Hart’s policy position of 40% of the total unit number. At
the request of the Council, however, we have also tested positions at 45%
affordable housing, for the notional sites only.
13. The report notes the importance that should be attributed to the assessment
of existing land values and the weight that should be attached to each of
them in considering viability. By this we mean that, if most of the Hart
housing is likely to be on agricultural land, then we should prioritise those
outcomes ahead of an existing use that will provide less new housing.
14. The viability outcomes for the notional residential sites are shown in six tables
at Appendix 5. These tables include outcomes for both 40% and 45%
affordable housing; they also show the sensitivity around viability, with sales
values at today’s levels and then assuming a rise in sales values of 5% and a
Hart District Council
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fall of 5% At the bottom of these tables we show a traffic light representation
of viability in each of the seven value locations, which we call Value Points.
Viability is assessed against a range of existing uses, whose values per
hectare have been assumed as follows:
Greenfield
Lower value employment
Higher value employment
Residential

£450,000 per hectare
£800,000 per hectare
£1,200,000 per hectare
£2,100,000 per hectare

15. At Appendix 5 we have also separated the outcomes for 50 and 250 units.
This is due to the fact that the development costs for the 250 unit sites
include roads and services infrastructure that is not included in the 50 unit
sites. In addition, we are assuming that the 250 unit sites will have a gross
site area that is larger than the developable area. The land value outcomes
are expressed on the gross site area.
16. We have suggested the following CIL rates for residential development, which
have been applied to these valuations;
VP1 Blackwater

With affordable £50. Without affordable £150.

VP2 Yateley
VP3 Hook

With affordable £50. Without affordable £150.
With affordable £125. Without affordable £225.

VP4 Fleet
VP5 Ch Crookham

With affordable £125. Without affordable £225.
With affordable £125. Without affordable £225.

VP6 Odiham
VP7 Hartley Wintney

With affordable £200. Without affordable £275.
With affordable £200. Without affordable £275.

17. The report notes the CIL rates that have been adopted in nearby local
authorities, as well as those suggested by the 2014 CIL viability study for
Hart. We believe that the above rates are consistent with these other figures.
18. In modelling the different development scenarios at different densities, we
have noted in the report the fact that the highest density scenarios, at 140
dwellings per hectare, are producing the lowest land values per hectare,
especially with the inclusion of affordable housing. Whilst we have noted flat
developments at this density level, we have suggested that Hart should
satisfy itself that such densities are likely to be a realistic source of new
housing.
19. In this connection, the tables at Appendix 5 show viability outcomes that both
include and exclude this density. The outcomes for both 40% and 45%
affordable housing show similar patterns of viability, which is generally good
at all value points against both Greenfield and lower value employment
existing uses. At 45% we do, however, begin to see that viability becomes
more marginal against employment uses in lower value locations.
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20. We do not see any significant viability for developments on existing residential
sites, except in the most valuable locations. This is consistent with outcomes
for other studies of this nature, with which we have been involved.
Strategic sites
21. We have considered the viability of six strategic sites, as listed below:
Grove Farm, Fleet
Hartland Park, Fleet
Murrell Green, Hook
Land NE of Hook

423 units
1,500 units
1,800 units
550 units

Owens Farm, Hook
Dunleys Hill, Odiham

540 units
36 units.

22. Bearing in mind the fact that these are actual sites, we have prepared
housing mixes from available information, such as masterplans and planning
applications. We have applied appropriate sales values and have assumed
infrastructure costs relative to the net:gross site areas. We have applied s106
costs from published Hart guidance (see paragraph 4.1.5 below for further
details).
23. The tables at Appendix 6 show viability outcomes for these sites. It is often
the case that, given uncertainties over future infrastructure provision for such
sites, CIL rates can be set at zero, with a preference being to apply
infrastructure via s106 agreements. Such a position needs to be considered,
however, against pooling restrictions that apply where CIL is not charged.
24. At Appendix 6 we have, therefore, shown outcomes that apply s106 from
Hart’s own guidance, with zero CIL, as well as outcomes that allow for CIL,
but with reduced s106 costs. In both these tables, we are looking at outcomes
which show the surplus or deficit that is produced against existing use value.
In both tables, the combined surplus and CIL charge can be considered as the
sum that is available for infrastructure items on the site.
25. At this point, we should note the difference between Appendices 6 and 6A.
Between the two, we are showing the impact of a range of values for the
affordable housing, calculated as differing percentages to open market value.
The lower percentage is shown at Appendix 6, while the higher percentage is
shown at Appendix 6A, the latter assuming a CIL cost, as opposed to a higher
s106 cost.
26. The report concludes that the proposed new policies of Hart should not have a
detrimental impact upon viability in the District and that a level of Community
Infrastructure Levy can be charged that is in line with charges of neighbouring
authorities.
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Non-residential
27. We have considered the viability of different types of commercial property
development likely to take place within the district. We have categorised
these using the Town & Country Planning Act (Use Classes) Order.
28. Each one has been tested using a set of values and inputs particular to that
type of development and as is generally used in the market for that type of
use.
29. We have also considered the impacts of the proposed new policies. However,
we have found these to have a negligible effect on commercial development
costs.
30. Overall, we have found that only certain types of new retail development are
proving sufficiently valuable as to produce a reasonable land value that is
greater than the threshold values we have adopted.
31. These were supermarket and retail warehouses.
32. We have found that all other forms of development are not showing sufficient
viability to justify a CIL charge despite not being affected by any of the
proposed new policies.
33. A summary of our recommendations for a Preliminary Draft CIL Charging
Schedule is shown below.
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Use

Proposed Hart District Councils
CIL Rate – per m2

Retail – Class A1 other
than Supermarkets and
Retail Warehouses

£nil

Financial and Professional
Services – Class A2

£nil

Restaurants, cafes and
Drinking Establishments Class A3/A4
Hot Food Takeaways Class A5

£nil
£nil

Supermarkets- Class A1

£120

Retail Warehouse- Class
A1

£120

Office & Business Uses Class B1

£nil

Industrial/Warehousing Class B2 –B8

£nil

Hotels - Class C1

£nil

Residential institutions –
Class C2

£nil

End of Executive Summary
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1.

Introduction

1.1

Adams Integra have been instructed by East Hampshire District Council, acting
on behalf of Hart District Council, to produce a Whole Plan and CIL Viability
Study for the use of Hart.

1.2

The aims of the study derive from the project brief. The study is required to
report on:
1. The impact of Draft Local Plan policies and proposals on the viability of
development.
2. The viability of strategic sites identified in the Draft Local Plan and the broad
viability of any non-strategic site allocations.
3. Recommended potential CIL charges for a range of development types,
including residential, employment, retail and leisure.
4. The viability of a CIL charge on the strategic sites, where there is likely to be an
additional s106 cost.
5. Any geographic split in the levels of affordable housing and CIL rates across the
District.
6. The cumulative impact of both affordable housing and CIL rates upon viability.

1.3

At this point we should mention some notes and limitations of a report of this
nature.

1.4

We discuss viability, partly in terms of notional sites and a series of scenarios
that result in land values per hectare, applicable to that scenario. These land
values give a broad indication of viability; they are not intended to suggest that
land values will be at these levels in all specific circumstances.

1.5

We relate land values per hectare, arising from the different scenarios, to
existing use values. Different values will apply to residential and non-residential
sites. These are expressed as sums per hectare and are designed to offer a
general overview of potential policy-compliant uses, based upon available
information. The values will not be applicable to every specific site and it is
accepted that some negotiation over viability might be required in individual
circumstances.

1.6

In connection with sales values, we discuss different geographical locations, in
connection with sales values that might be applicable to the notional sites.
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1.7

The purpose of producing the land valuations is to identify land values per
hectare for different development scenarios and compare them with the
existing use values, which are also expressed as sums per hectare. We would
assume a margin of viability either side of the threshold, rather than having a
strict cut-off point but would, broadly, say that land value outcomes above the
existing use values will be viable, whilst those outcomes below the existing use
values will not be viable.

1.8

The study has a reporting date of December 2016. It is in the nature of studies
such as this to reflect a viability position at a single point in time, whereas
policy decisions will relate to a much longer timeframe. It is necessary,
therefore, to be able to adapt any recommendations coming out of the study to
differing market conditions. In this way the Council will be able to ensure that it
receives a fair contribution to affordable housing and infrastructure, while also
maintaining a supply of new housing that will make these contributions.

1.9

It is worth affirming that the report’s methodology focuses upon two means of
assessing viability that merit explanation and qualification at this stage. First, it
will be seen that we are calculating land values through the residual method of
valuation. Whilst this is common practice in the context of viability exercises, it
relies upon a number of inputs, changes to which will result in varying degrees
of change to the end land value.

1.10

Second, we are comparing resultant land values to existing use values that
represent an overview of the value of policy-compliant land uses. These are
not intended to represent market values that might apply to individual
developers’ sites.

1.11

There are two elements to this study. This is because there are significant
differences between residential and non-residential types of development in
terms of how the respective markets work, the policies that affect the
development types and the methods for assessing viability. Consequently the
study has been presented in two distinct parts.

1.12

Firstly, we have reported on the impact of the proposed Local Plan policies and
viability for a CIL charge on residential development. The second part of the
report covers non-residential types of development.

1.13

The conclusions from both sections refer to the overall impact of the proposed
Local Plan policies.

1.14

Recommendations are given for the proposed Preliminary CIL Draft Charging
Schedule for both residential use (excluding affordable housing) and nonresidential uses. These are presented in terms of charges based on £’s per
square metre of development for the relevant categories of use calculated on
the net new gross internal floor area. These can be combined together and
presented in a single Charging Schedule.
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1.15

It is worth noting that Regulation 14 of the Community Infrastructure
Regulations 2010 requires that a charging authority, in setting levy rates, ‘must
aim to strike what appears to the charging authority to be an appropriate
balance between’ the desirability of funding infrastructure from the levy and
‘the potential effects (taken as a whole) of the imposition of CIL on the
economic viability of development across its area’.

1.16

The DCLG Guidance (December 2012) goes onto explain what is meant by an
appropriate balance:
‘By providing additional infrastructure to support development of an area, the levy is expected to
have a positive economic effect on development across an area. In deciding the rate(s) of the levy for
inclusion in its draft charging schedule, a key consideration is the balance between securing additional
investment for infrastructure to support development and the potential economic effect of imposing
the levy upon development across their area. The Community Infrastructure Levy regulations place
this balance of considerations at the centre of the charge-setting process. In meeting the
requirements of regulation 14(1), charging authorities should show and explain how their proposed
levy rate (or rates) will contribute towards the implementation of their relevant Plan and support the
development of their area. As set out in the National Planning Policy Framework in England, the ability
to develop viably the sites and the scale of development identified in the Local Plan should not be
threatened’.

1.17

Hart District Council, as charging authority, must prepare evidence about the
effect of the levy on economic viability in the district to demonstrate to an
independent examiner that the proposed levy rates strike an appropriate
balance and does not threaten development.

1.18

This is after all other plan policies affecting the form of development have also
been allowed for.

1.19

The imposition of a CIL charging regime is predicated on the fact that there are
local community related infrastructure improvement projects that have been
identified. These will require funding. Hart will seek to demonstrate that the
cost of these projects is beyond the scope of their budget and that they need
contributions from developers whose developments will make use, whether
directly or indirectly, of those infrastructure improvements.

1.20

The infrastructure improvements will be identified by a separate report. The
result will be what is termed a ‘Regulation 123 List’. Under the CIL Regulations
the list will be published at the same time as the proposed CIL Charging
Schedule.

1.21

The CIL Regulations at 13.(1)(b) allow a charging authority to set rates
according to different intended uses of development. There is no requirement to
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use the Town & Country Planning (Use Classes) Order 19871. Nevertheless, the
categories identified by the Order provide a very useful basis as they cover the
majority of uses in a concise way.
1.22

We have been asked to look at a range of uses and we have categorised these
using their planning use classes. These cover:


Retail (Use Class A1-A5) including: Comparison Shopping, Convenience
Stores, Supermarkets and Retail Warehousing.






Offices (Class B1a).
Light Industrial and Business uses (Class B1b and B1c).
General Industrial/Warehousing (Use Classes B2-B8).
Hotels (Use Class C1).



Residential Institutions (Use Class C2) – specifically Very Sheltered
Housing, Nursing Homes, Residential Care Homes including Extra Care
Housing.
Leisure (Use Class D2) – specifically Cinema, Concert Halls, Arena type



uses.
1.23

Several of these Use Classes have sub-categories such as the A Class which is
sub-divided into 5 groups covering uses from supermarkets to pubs or the B
category with 8 groups covering uses from offices to warehouses. These are
considered in more detail in the following sections of this report.

1.24

Where there is appropriate evidence for a particular sub-category to support a
CIL charge and other sub-categories in the Use Class do not, then the Guidance
permits the authority to charge for that type of development on its own.

1.25

Whilst we have reported separately on the residential and non-residential
viability impacts of Council policies, the residential conclusions follow the nonresidential conclusions at the end of the report, so that they can be read
together, along with the proposed CIL rates.

2.
2.1

Report Structure
Following on from the Executive Summary and Introduction, the structure of
the report is as follows:

1



Policy and Statutory Contexts for the Study



Reference Documents



Contact with Stakeholders



Residential Report

Use Classes Order 1987 including amendments at 2005, 2006, 2010.
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Non-Residential Report



Non-Residential Conclusions and Recommendations



Residential Conclusions and Recommendation

3. Policy and Statutory Contexts for the Study
3.1

Hart District Council is currently preparing a new Local Plan, which will set out a
vision and strategy for delivering growth to 2032.

3.2

We highlight below the main policy documents that have a bearing upon the
outcomes of this study.

3.3

The National Planning Policy Framework of March 2012 (NPPF)
establishes the need for viability to be taken into account as part of policy
making. In paragraph 158 it states that local planning should be based upon
adequate, up-to-date and relevant evidence, taking full account of relevant
market and economic signals. Paragraph 173 looks for careful attention to be
paid to viability to ensure deliverability. To ensure viability, there must be
competitive returns to a willing landowner and developer. In paragraph 174 it is
stated that the cumulative impact of local standards should not put the
implementation of the plan at serious risk. In paragraph 175 the Framework
states that Community Infrastructure Levy should support and incentivise new
development.

3.4

Regulations concerning the implementation of Community Infrastructure Levy
(CIL) are contained in the Regulations that came into force in 2010 and updated
in 2011, 2012, 2013 and 2015. Particular points to note from the regulations
would be:

3.5

With regard to CIL the Council, as charging authority, should strike a balance
between the desirability of funding infrastructure from the levy and “the
potential effects (taken as a whole) of the imposition of CIL on the economic
viability of development across its area.”

3.6

Charging authorities should be able to show and explain how their proposed CIL
rate (or rates) will contribute towards the implementation of their relevant plan
and support development across their area.

3.7

A charging schedule should be supported by “appropriate available evidence.”

3.8

The authority should avoid setting a charge to the limit of viability of the
majority of sites in the area.
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3.9

The Council should note provisions that deal specifically with the interaction
between CIL and s106 agreements. Amongst these is the requirement that the
Council should work proactively with developers, to ensure that they are clear
about the Council’s objectives for infrastructure provision, avoiding the situation
where developers could pay twice for the same infrastructure item.
Furthermore, once a charging schedule is introduced, the s.106 requirements
should be scaled back to site-specific requirements only. The Council should set
out how the s.106 policies will be varied, once CIL comes into force.

3.10

More recent guidance has been provided by the Royal Institution of
Chartered Surveyors and the Local Housing Delivery Group. The RICS
Financial Viability in Planning [1st Edition] guidance document provides a
framework of principles and methodology. The guidance defines financial
viability for planning purposes as follows:
“An objective financial viability test of a development project to meet its costs,
including the cost of planning obligations, while ensuring an appropriate site
value for the landowner and a market risk adjusted return to the developer in
delivering that project.”

3.11

However further guidance comes from the Local Housing Delivery Group,
whose report “Viability Testing Local Plans” was published in June
2012. We have noted the key principles that are set out in that report and
which are relevant to a study such as this, namely:

3.12

We should consider the cumulative impact of plan policies.

3.13

Viability studies, such as this, cannot guarantee that every development in the
plan period will be viable. However, plan policies should produce viability for the
sites, on which the plan is relying.

3.14

A demonstration of viability across time and local geography will be of value to
local decision making.

3.15

The report is not suggesting that the outcome of a viability assessment should
dictate individual policy decisions. The role of the assessment is to inform
decisions made by elected members.

3.16

Viability testing does not require a detailed viability appraisal of every site
anticipated to come forward over the plan period. Instead, a range of
appropriate site typologies should be created and tested, reflecting the mix of
sites, upon which the plan relies.

3.17

We believe that our methodology complies with the requirements of published
guidance.
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3.18

The establishment of the CIL policy will be required to identify those
infrastructure development projects that require developer contributions. This
will be within the Regulation 123 List which has not yet been published. This
may replace some of the current contributions sought through the s.106
Agreement process included in the following list:

3.19

3.20





Transport Contributions Policy
Hart Leisure Strategy
Developers' Contributions towards Children's Services Facilities






Developer Contributions towards Leisure and Open Space Facilities
Basingstoke Canal Catchment Map
Colt Hill Wharf Clubhouse, Odiham, Catchment Map
Country Park, Hitches Lane, Catchment Map






Fleet Pond Catchment Map
Frogmore Leisure Centre, Yateley, Catchment Map
Hartley Wintney Commons Catchment Map
Hazeley Heath, Hartley Wintney, Catchment Map




Odiham Common Catchment Map
S106 Template




Parking Provision Interim Guidance
Illuminated Advertisements




Yateley Village Design Framework Supplementary Planning Document
Odiham Village Design Statement

We have also considered as background evidence, the findings from:


Hart Rushmoor & Surrey Heath Joint Employment Land Review 2015




Retail, Leisure and Town Centres Study 2015- Nathaniel Litchfield & Ptnrs
Hart Functional Economic Area Analysis 2014-Wessex Economics




Hart Brownfield Register 2017- HDC
Hart Employment Sites Assessment 2015.

The more rural areas and those with less infrastructure favour less well with
employers and business occupiers. Therefore, it has been identified in policies
DM09 and DM10 of the draft Local Plan that the development of new
employment-generating
encouraged.

3.21

property

in

these

outlying

areas

needs

to

be

As previously stated, we have looked at the CIL charging schedules being
proposed by all of the neighbouring local authorities in order to set the
context.

3.22

Wokingham, Bracknell, Surrey Heath and East Hants have adopted CIL
Schedules. Rushmoor and Waverley are preparing evidence and Basingstoke is
in the process of public consultation.
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3.23

It is an obligation to collaborate with neighbouring/overlapping authorities2.
This is important to take into consideration the impact of neighbouring CIL
charges on the prospects for future development. Disparity across district
borders is likely to have an effect on the viability, and hence the likelihood of
commercial development, from one district to another.

3.24

For instance, where one authority is levying a charge for a type of development
and a neighbouring council is not making a charge, it is probable that a
developer or occupier is going to favour the site where no CIL charge is being
made. Therefore, we recommend that the charging schedules of neighbouring
councils are monitored.
Stage

A1-A5

B1-

Hotel

Other

B8
East Hants

Adopted

£100

Other

Care
Homes

0

£70

0

0

0

0

0

0

0

0

0

0

0

0

0

0

than Whitehill &
Bordon
Waverley

Suspended
3

Rushmoor

Surrey Heath

A1 Convenience

after PDCS

£87

Suspended
after PDCS

Large Format

Adopted

£100
than

£100
other

Camberley£200
large
format

2
3

Bracknell

Adopted

£100
large
format
other
than
Central
Bracknell

0

0

0

£75£100

Wokingham

Adopted

£50 Other than
Aborfield
and
small centres

0

0

0

£60£100

Basingstoke &
Deane

Consultation
closed Sept

£40
for
A1
other
than

0

£40
Budget

0

0

2016

Basingstoke
centre

Hotel

DCLG Guidance -2014
Preliminary Draft Charging Schedule consultation
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4.

Reference Documents

4.1

In compiling this report, we have made reference to a number of documents,
that have contributed to the evidence base that then forms the assumptions for
the appraisals. We list these documents below:

4.1.1 Hart SHMA December 2014
The findings of the SHMA helped us to formulate the adopted housing mixes for
the notional sites.
4.1.2 Hart Affordable Housing Informal Development Guidance February
2016
This is a guidance note for developers and registered providers that sets out the
affordable housing requirements when developing in Hart. We have had regard
to this document for assumed affordable unit mixes, tenures and floor areas.
4.1.3 CIL Viability report October 2014
A Community Infrastructure Levy Viability Report was produced for Hart District
Council in October 2014 by Dixon Searle Partnership. The methodology for such
a study is similar to that of the subject report and, whilst the appraisal inputs
will have changed with time, we have made reference to this report to compare
such issues as sales market areas and existing use values.
4.1.4 Nationally Described Space Standards March 2015
It was agreed at the outset that the floor areas for assumed housing mixes
would be based upon the Nationally Described Space Standards, as produced
by the Department of Communities and Local Government in March 2015. We
have specifically referred to Table 1 of this document, which sets out different
floor areas, depending upon the number of bedrooms and the number of
persons occupying the unit.
4.1.5 Hart District Council: Planning Obligations (s106 agreements) –
Principles and Priorities September 2014
We have used Appendix C of this document as the source for infrastructure,
transport and open space costs for the strategic sites, in the scenarios where no
CIL has been allowed. We have also used this Appendix for the SANG and
SAMM costs for both notional and strategic sites. This is reproduced at Appendix
9 of this report.

4.1.6 EC Harris: Housing Standards Review – Cost Impacts September 2014
We have used this document to advise on the costs to meet the Council’s
required access and water standards.
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5.

Contact with Stakeholders

5.1

The purpose of contact with stakeholders is to ensure that the basis of the
valuations for the study is as relevant as possible to the experience of
developers that are working within Hart. In this connection, we made contact
with both registered providers and developers. With regard to the RPs, we were
particularly interested in the levels of affordable housing revenue that should be
assumed for different tenures. We also wanted to understand whether the
assumed values were taking into account the 1% rent reduction, as imposed by
Government, that would be applicable from April 2016. As is often the case with
affordable housing values, the RPs expressed these as percentages of open
market value.

5.2

As regards the private developers, we had meetings with two companies, that
are involved with larger strategic sites in Hart, to discuss appropriate valuation
inputs. Whilst such information is often commercially confidential, we were able
to agree on much of the methodology that we would be using for the report.

RESIDENTIAL REPORT
6.

Notional and Strategic Sites

6.1

The brief for this study asked us to consider viability impact on residential
development in relation to both notional sites and a number of actual strategic
sites.

6.2

Notional sites should be assumed to be speculative developments that exclude
any unique design or specification items. It is assumed that these will be
“serviced” sites with no significant off-site infrastructure requirements, such as
abnormal highways or service reinforcement. We do assume, however, that the
larger sites will incur the cost of on-site infrastructure.

6.3

The study is based upon a series of land valuations of notional sites for both the
residential and non-residential uses, in addition to a number of actual proposed
strategic sites. We will explore the assumptions made in respect of the sites
later in the report, but at this stage it is worth noting that we consider the
notional sites to be a means of testing viability, without the site-specific issues
that can obstruct the production of more generic policy. They are not actual
sites. To this extent they should be considered as speculative developments
that exclude any specific design requirements or abnormal costs. The applicable
criteria for the local context are, however, taken into account, for example sales
values and build costs.

6.4

We have also considered the viability of the following actual strategic sites,
which are set out in a table to illustrate assumed unit numbers and site areas:
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Site name

Number of units

Gross area (ha)

Developable area
(ha)

Grove Farm, Fleet

423

21.60

11.80

Hartland Park,
Fleet

1500

54.70

37.50

Murrell Green,
Hook

1800

171.20

44.98

Land NE of Hook

550

38.59

16.92

Owens Farm,
Hook

540

29.92

13.50

Dunleys Hill,

36

4.48

1.50

Odiham

6.5

We discuss both the notional and strategic sites in greater detail in the following
sections.

7.

Residential Sites Methodology

7.1

In this section we discuss the means by which we have sought to respond to
the District Council’s brief in testing viability across a range of residential
scenarios, including both notional and specific sites.

7.2

The implication of the notional sites is that we are creating a series of unit
numbers and densities that reflect those that might be experienced across the
Hart area.

7.3

The advantage of testing notional sites, alongside strategic sites, is that they
can be created to represent a full spread of scenarios, in such a way that
maximises the chances of the outcomes reflecting most situations.

8.

Housing Numbers for Notional Sites

8.1

It was agreed that we would test notional sites of 5, 10, 50 and 250 units for
viability with on-site affordable housing. These numbers are designed to reflect
the range of developments that might arise across the plan area.
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8.2

The assumed mixes for the notional housing schemes are enclosed as Appendix
1 (40% affordable housing) and Appendix 1A (45% affordable housing).

9.

Notional Sites Appraisal Modelling

9.1

In order to assess the viability of the different sites, we use a valuation toolkit
that carries out a residual land valuation, the result of which is then compared
to either existing or alternative land values. The residual appraisal is,
essentially, a calculation of land value that deducts all anticipated costs of a
project from the expected revenues to leave a “residue” that will be available
for the land purchase. It needs to be remembered that this residue will include
the costs of acquiring and financing the land, so it is the net land figure that is
of interest, when comparing to other potential uses for viability purposes. This
is discussed further below.

9.2

The residual land valuation relies upon a series of inputs. These inputs would
set out:

9.3

9.4



The number, mix and floor area of the units to be built, including market
and affordable.




The values attributable to these units, leading to a total sales revenue.
The build costs of the units, leading to a total build cost.



The professional fees and pre-start site investigations that would be
required.




The build and sales period.
The finance costs.



The required profit.

These inputs should relate to the same moment in time, since many of the
values will vary with market conditions.
The following headings set out the background to both assessing viability and
creating the valuation inputs that result in the land values for each scenario.

9.5

The sales values and build costs for the study were assessed as at May 2016.

10. Viability and Existing Use Values
10.1

In essence, viability is the measure by which a project will be judged to be
worth pursuing. The way in which viability is measured will depend upon
individual circumstances, which will vary between, for example, a landowner
and a developer that might be interested in purchasing the land.

10.2

From the developer’s point of view, the main measure of viability will be the
profit generated by the project, assuming a specific land value. Sufficient profit
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is required in order to provide an incentive to proceed with a project, while also
being necessary to attract funding. The attitude of lenders will relate to risk and
the required profit level will rise and fall with the assessment of that risk.
10.3

The landowner, on the other hand, has other considerations when deciding to
bring his land forward for housing, the main one being an existing use value or
the value of an alternative use that might receive planning permission.

10.4

For the purpose of studies such as this, our assessment of viability begins with
the land values that arise from the valuations of the different development
scenarios. Each scenario will produce a different land value, based upon factors
such as density, sales values and build costs. If we express the land values,
produced by the valuations, in terms of sums per hectare, then we can compare
these to the existing use value that would apply to the site.

10.5

In this connection, it is our experience that the existing uses of most
development sites will generally be employment, agricultural or residential, of
which a residential existing use is likely to be the most valuable and, therefore,
potentially the least viable. When we assess the viability of different
development scenarios, we will compare land values with existing uses, but it is
important to understand the weight that should be attached to each existing
use, so that the assessment of viability will reflect the predominance of one
existing use over another. To do this, we should note the types of potential
development site, as indicated, for example, by the sites that are being
proposed through the Strategic Housing Land Availability Assessment (SHLAA).
If we look at the latest tranche of sites coming forward as at November 2016,
we see that the great majority of these are currently greenfield sites. The
exception to this would be smaller sites in urban locations such as Fleet, which
might include both employment and residential existing uses.

10.6

A more specific analysis of the SHLAA shows the following existing uses within
the different major settlements:


10.7




Fleet:
Crookham village:

smaller sites, employment and some residential.
mainly agricultural, some residential.




Hook:
Hartley Wintney:

mainly agricultural.
mainly greenfield and agricultural.




Yateley:
Odiham:

grassland and agricultural.
mainly greenfield and agricultural.

Blackwater/Hawley:

Some residential.
Some residential and vacant offices.

A town such as Fleet has a high number of SHLAA sites and an analysis of these
allows us to see the extent of residential existing uses against Greenfield and
employment sites. We have suggested above that residential existing uses can
potentially result in lower viability, so we need to understand whether this could
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be a significant issue within Hart. The table below shows the unit numbers and
existing uses of the Fleet SHLAA sites from the list of November 2016.
Table of Fleet SHLAA sites as at November 2016

10.8

SHLAA site
reference

Proposed no.
units

Existing Use

28

8

4 semi detached houses

36

29

Residential and copse

40

445

Agricultural

41

6

office/warehouse

42

9

Residential gardens

50

46

Employment

52

1000

Agricultural

81

23

Manufacturing

90

30

Agricultural

104

40

Vacant for station

113

16

Vacant

166

118

Agricultural

192

12

Carparking

195

31

Hotel

208

20

Offices

234

11

Woodland

235

50

Residential and agriculture

245

12

Residential and gardens

275

25

Residential and gardens

320

150

offices and industrial

322

28

offices and industrial

354

40

Agricultural

355

48

Agricultural

357

20

House and carsales

The list totals 2,217 units, of which 153 are on sites with an existing residential
use. It should be noted, however, that some of the residential sites consist of,
for example, a single house and agriculture (ref. 235), or a single house and a
carsales area (ref. 357). This implies that part of any development of these
sites would be on land that is of lower value than pure residential. In the above
list, there are seven sites that are purely agricultural and these would provide
1,692 units, being 76% of the total. In addition, the greatest viability pressure
is likely to come on sites that provide on-site affordable housing, whilst also
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having a residential existing use. Given that the Hart affordable housing
threshold is 15 units, we calculate that 124 of the SHLAA units, that also have
an element of residential existing use, would include affordable housing and
thus potentially come under a degree of viability pressure. Furthermore, we
understand that emerging policy could propose a reduction in the affordable
threshold to 11 units. In this instance, the number of impacted units from the
above list would rise to 136. This is some 6% of the total of 2,217.
10.9

We would suggest, therefore, that this is not a significant issue, when
considered against the total number of SHLAA units in Fleet.

10.10 In order to make the viability comparisons with a range of existing land uses,
we need to establish their values per hectare.
10.11 With regard to existing employment uses, we have looked at prevailing values
for different uses, as set out in the table enclosed as Appendix 2. Due to the
limited availability of evidence from within Hart, we have also included
examples from the wider Hampshire area. In addition, we have taken into
account the land values for employment uses that arise as a result of our work
to establish appropriate CIL rates for non-residential uses, as part of this
assessment.
10.12 We then need to consider the situation where the existing use would be
agricultural and where there would be no planning alternative to residential.
The difference between agricultural land values and residential land values is
very significant. At the same time, we need to bear in mind the guidance from
the NPPF, namely the requirement to provide a fair return for a landowner. The
owner of agricultural land will look for a significant uplift on current, relatively
low values before the land is released for development, in the knowledge of
potential land values arising from a residential planning permission.
Furthermore, in the light of the fact that greenfield sites will require more
infrastructure to serve them and will potentially have less certain planning
outcomes, it is not uncommon for the land purchase agreement to be in the
form of an option, where the land price is not stipulated at the outset. Instead,
the price to be paid might be left for agreement once a planning permission is
obtained. These option agreements will usually set a minimum land value to be
paid by the developer, such that the landowner is not obliged to proceed with a
sale below this level. It is usually the case, however, that this minimum value is
arrived at through negotiation, as opposed to anything more scientific. It is
therefore difficult to say that any particular value is right or wrong in all
circumstances.
10.13 We would propose a value for existing agricultural uses at £450,000 per
hectare. We have applied this level in previous similar viability exercises that
have been through public examination.
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10.14 As mentioned above, it will also be seen from the SHLAA that a small number of
new development sites will arise on land that is currently in residential use, in
which case a landowner will measure viability against either the value of the
existing property, if the whole site is to be developed, or against any fall in
value of the main house, if only part of the site is to be developed. We have
noted, however, that some proposed developments on existing residential sites
will be below the affordable housing threshold. The absence of affordable
housing will aid viability. Furthermore, the analysis of the Fleet SHLAA sites
shows that some sites might include a residential dwelling, but will also
comprise a large area of agricultural land. In this instance we would suggest
that the viability threshold will be lower than that applicable to a house and
garden.
10.15 An analysis of the impact of a residential viability threshold is limited by the fact
that site-specific issues will have a significant bearing upon the viability
outcome. For example, if only part of a residential property is being developed,
then the extent of any fall in the value of the remainder will depend upon a
number of factors. These will include the value and condition of the existing
property, whether the new development enjoys a separate access and the
physical impact of the new development upon the existing.
10.16 On the other hand, if the entire property is being redeveloped, then the viability
of the proposal will be dictated by the value of the existing in relation to the
value of the completed development. If the existing house is in a good condition
in a high value location, then achieving viability could potentially be more
difficult. If the existing property is either in a poor condition in a good location,
occupies only a small part of the site, or both, then the value of the new
development in relation to the existing will be higher and viability will be
improved. In most instances, we believe that viability will be better where only
a part of a residential property is taken for development.
10.17 Recent guidance, specifically Viability Testing Local Plans June 2012,
recommends that a premium should be applied to existing use values, the
purpose of which would be to, firstly, provide an incentive for a landowner to
release a site for development and, secondly, to comply with the further
guidance in the National Planning Policy Framework (NPPF) to provide a
“competitive return” to a willing landowner. The amount of premium should be
set locally and, in our experience, this is usually set at around 20%. It should
be borne in mind, however, that some sites might come forward for
development, following a decision to sell, in which case it is likely that the price
paid will reflect market conditions, with no premium paid. This latter position is
more in line with the RICS guidance document “Financial Viability in Planning”.
10.18 On this basis, we have assumed the following thresholds that need to be
exceeded, derived from existing use values (per hectare):
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Agricultural

£450,000

Employment lower
Employment higher
Residential

£800,000
£1,200,000
£2,100,000

With regard to the agricultural threshold, we have heard anecdotal evidence of
values being agreed between developer and landowner at around £250,000 per
hectare. We have not, however, tested outcomes at this level, since viability is
good against £450,000 per hectare; it would be even better when tested at
£250,000 per hectare.
10.19 We have applied two levels of employment threshold to take into account
potential different existing uses from, for example, a redundant garden centre
to an office use.
10.20 We should point out that these thresholds are not site valuations in the
individual uses. A particular site would need to be valued on its own merits,
using site-specific costs and values. The thresholds indicate the land values per
hectare that, we believe, would need to be achieved in order to persuade
landowners/developers to release land for development.

11. Profit
11.1

Profit is vitally important to a project, as a means of assessing its viability.
Profit requirements will vary according to both economic and market conditions.
Since profit is, perhaps, most associated with anticipated sales risks, it is
common to express it as a percentage of the anticipated sales revenue.

11.2

11.3

On the other hand, sales risk is greater from the market housing than from the
affordable housing. We adopt, therefore, different profit levels for each sector.
Profit requirements will differ between one developer and another but, in the
current market, we believe it reasonable to adopt 20% on market housing sales
values and 6% on affordable housing values.

12. Densities and Housing Mixes
12.1

A range of housing densities has been agreed with the District Council, as
follows:
25 dwellings per hectare (dph)
35 dph
50 dph
140 dph
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12.2

The notional housing mixes are enclosed as Appendix 1. In formulating the
mixes, our methodology has been to set targets for floor area per developable
hectare and then apply an appropriate mix that sits within this floor area, while
also complying with Council policy on the provision of different housetypes and
affordable housing.

12.3

In drawing up these mixes, we needed to adopt a standard that would allow us
to say that a particular mix is appropriate for the scenario in question. Since we
are using land values per hectare as our viability criteria, we are applying the
unit numbers to sites of specific sizes, dictated by the different densities. Each
density scenario will imply a different mix of units. We adopt a standard that
relates to the floor area that can reasonably be accommodated on a site for a
speculative housing development. Through past experience and discussions
with developers, we believe that it is reasonable to base our housing mixes on a
base accommodation level of some 3,500 square metres per hectare for
developments of houses or houses and flats, or 15,200 square feet per acre.
This would increase with higher densities, as more flats are included, which we
would assume to be on a greater number of floors. As will be seen from the
housing mix tables at Appendix 1, we have applied the following target
coverage assumptions:

12.4

25dph and 35dph:
50dph:

3,500 square metres per hectare.
3,800 square metres per hectare.

140dph:

8,000 square metres per hectare.

It will be seen from our findings, however, that viability can vary with different
densities, so we need to understand whether such a density is representative of
densities that might come forward for flats. The examples below are from lists
of planning applications, as provided to us by the Council and are intended to
represent a cross section of applications that have been based upon flatted
development.

12.4.1Landata House, Fleet, planning reference 15/01603.
A proposal for 78 flats on 0.55 ha. The scheme was recommended for approval
on 9th March 2016. The higher coverage of 8,000 square metres per hectare
was based upon this proposal. Density equates to 142 dwellings per hectare.
12.4.2102-108 Fleet Road, Fleet, planning reference 14/00106
Proposal for 12 flats on 0.0831 hectares, equating to 144 dwellings per hectare.
12.4.3Providence House, Hook, planning reference 15/00846
Proposal for a conversion of existing offices to 113 flats on 1.6 hectares. This
equates to 71 dwellings per hectare. Whilst this is a conversion, we believe it to
be reasonable to use as an example, since the number of units will have been
dictated by site constraints, such as parking requirements.
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12.4.4Rose Court, Crondall, planning reference 15/01083.
Proposal for 14no. 2 bed apartments on 0.3 hectares, equating to 47 dwellings
per hectare. This would be on three floors.
12.4.518 Church Road, Fleet, planning reference 15/00275.
Proposal for 10 flats on 0.077 hectares, equating to 130 dwellings per hectare.
The development would be on two floors with parking under the building at
ground level.

13. Build Costs
13.1

In order to assess relevant build cost levels, we consulted the build cost index
of the Build Cost Information Service (BCIS). The relevant extract is dated 28th
May 2016 is enclosed as Appendix 3.

13.2

The BCIS costs do not include external works, for which an allowance of 15%
has been made over and above the base cost. For this exercise, we have
adopted the median cost level. The resultant costs, that have been assumed for
this exercise, are:
Houses:
Flats:

13.3

£1,450 per square metre.
£1,681 per square metre.

In addition, we have allowed the sum of £850 per unit, for all units, to take into
account the Council’s proposed policies for water and access, specifically Part
M4(2) of the Building Regulations. This is based upon a category 2 access level,
priced by EC Harris (Table 45) at £520, together with £330 for water. We would
point out that the water cost came from the DCLG document Cost of building to
the Code of Sustainable Homes, Updated Cost Review, dated August 2011. The
quoted cost at that time was £200 for 3 and 4 bed semi-detached houses.
Whilst the Code for Sustainable Homes is no longer applied, we did consider
this to be an appropriate source for the water cost, which we then increased for
the passage of time. We have also noted, however, the cost applied in the EC
Harris report (Table 58), for the water standard of 110 litres per day, at £9 for
a 3 and 4 bed house. It is possible that there is, therefore, a cost buffer for this
element of around £300 per unit.

13.4

A further allowance has been made on the 250 unit sites to take into account
the cost of on-site infrastructure, such as roads and sewers, that are required
to access the serviced sites, upon which the BCIS costs are based. This
allowance is £275,000 per developable hectare for the 250 unit sites. This cost
assumes the following allowances per hectare:
Roads and footpath,
Say 200m length x 10m width
2,000sqm @ £100 per sqm =
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Foul drainage: 200m @ £150 =

£ 30,000

Surface water drainage: 200m @ £85 =

£ 17,000

Total

£247,000

Assume £275,000 per hectare with landscaping.

14. Other Valuation Inputs
Other valuation inputs used:

14.1




Percentage build cost for professional fees:
10%
Percentage of sales revenue for sales and marketing costs: 3%






Finance rate:
Build cost contingency:
Profit on market housing
Profit on affordable housing

6.5%
5%
20%
6%

In addition, we have assumed a four month lead-in period from site purchase
and then the following build and sales periods:
5 units
10 units

12 months
14 months

50 units
250 units

19 months
26 months

15. Affordable Housing
15.1

With regard to affordable housing, we have adopted the requirements of the
Council’s document: Hart’s Affordable Housing Informal Development Guidance
February 2016.

15.2

Affordable housing has been assumed on the sites of 50 and 250 units, initially
at 40% and then at 45% of the total number. Within the affordable provision,
we have assumed 65% affordable rent and 35% shared ownership.

15.3

Floor areas for the affordable housing are also based upon the Council’s
requirements, being:
1 bed flat

50sqm

2 bed flat
2 bed house

70sqm
79sqm

3 bed house
4 bed house

102sqm
106sqm
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15.4

Revenues for affordable housing for the notional sites have been based upon
responses from Registered Providers and are represented as percentages of
open market value. The affordable rent units are at 50% of market value, while
shared ownership units are at 70% of market value.

15.5

Revenues from affordable housing for the specific sites are discussed further
below.

16. Sales Values
16.1

Sales values have been derived from our own research and are shown at
Appendix 4. This table shows both the open market sales values and the
assumed affordable housing revenues. We have broken the District down into
seven geographical locations, each being represented by a different value point.
Whilst we believe that the value points represent the lower value locations
(VP1) to the highest (VP7), the table shows that the range of values for certain
housetypes can be quite narrow across the District, particularly for flats.

16.2

This could be due to the fact that the evidence is obtained from properties that
are available at a moment in time, but we are also considering properties that
have sold over the past year. The assumed value point locations are:
VP1
VP2

Blackwater
Yateley

VP3
VP4

Hook
Fleet

VP5
VP6

Church Crookham
Odiham

VP7

Hartley Wintney

17. The Impact of the Council’s Revised Policies
17.1

Part of the brief for this study was to consider the viability impact of proposed
policies, as provided to us by the Council. We list below the relevant policy
headings and comment upon the viability impact, including the way in which
any impact has been reflected in the appraisals.

17.1.1 Affordable housing
The threshold for the emerging affordable housing policy of the draft Hart
District Local Plan is 11 or more dwellings, or 1,000 square metres of gross
residential floorspace. The proportion is 40% of the total number of units on
site, with 65% being rented and 35% being shared ownership. It will be seen
from the attached housing mixes for notional sites that this has been
incorporated into the sites of 50 and 250 units.
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The provision of affordable housing will generally be seen as having a negative
impact upon viability, due to the fact that it results in lower revenues than
would be the case with market housing. Whilst we would agree with this as a
broad sentiment, we believe that there can also be cashflow benefits with
affordable housing, particularly where a handover of completed units can be
made to, say, a registered provider, without having to sell in the open market.
The Council has asked us to comment upon the possibility that the affordable
tenure proportions could go to 50:50 rented and shared ownership, as a result
of potential new government policy, that would emphasise the delivery of home
ownership products. In viability terms, we would see this as being positive,
since a registered provider would tend to pay more for a shared ownership unit
than a rented one. As seen above, the revenue for shared ownership is
assumed at 70% of market value, while for rented it is 50%.
The Council has also asked us to consider the viability of a scenario in which
45% of the total number of new homes (on sites of 11 or more) would be
affordable housing. A consideration of this additional scenario is desirable
because the very large estimates of affordable housing need that have been
identified by the Council’s new 2016 SHMA. Outcomes for this scenario are
included at Appendix 5.
17.1.2 Community Facilities
The Council will support proposals that enhance the provision of community
facilities. This is not presented as an obligation and we have not made specific
allowances within the notional sites appraisals. These appraisals do, however,
assume a CIL cost, along with a separate s106 cost, for the 50 and 250 unit
sites, of £3,000 per unit. We have made allowance for on-site community
provision for the specific sites; these also show any viability surpluses that
could contribute to further community facilities.
17.1.3 Housing mixes
Developments should provide for a range of housetypes, with at least 50%
being 2 and 3 bedroom, unless inappropriate for the site circumstances. There
should be 10% provision of accessible and adaptable homes to meet the
requirements of Building Regulations Part M4(2). We understand, however, that
the Council is likely to suggest an increase to 20% provision, through the new
Local Plan. It will be seen from the housing mixes that the size requirements
are met at densities from 35dph, although they are not always met at 25dph.
At this low density, we are assuming that there will be circumstances in which it
would be inappropriate to include smaller houses alongside, say, 5 bedroom
detached houses.
17.1.4 Infrastructure
Site related infrastructure should be provided through s106, with off-site
infrastructure being provided either through planning obligations or CIL. For the
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specific sites, we have itemised infrastructure separately; for the notional sites,
we have assumed CIL for all sites, along with s106 at £3,000 per unit for sites
of 50 and 250 units.
17.1.5 Transport
Contributions should be made towards sustainable transport and enhancing
access to public rights of way. The notional sites allow for CIL, plus the s106
costs, as described above. The specific sites make separate allowances,
showing both s106 costs and a CIL alternative.
17.1.6 Open Space, Sport and Recreation and Green Infrastructure
We have noted the wording of the proposed policy. The notional sites provide
for both CIL and S106, as described above. The specific sites have been costed
separately for both open space and green infrastructure.
17.1.7 Water
Water usage in new homes should be assumed at 110 litres per person per day,
or less. We have allowed a sum of £300 per unit for this item, based upon
published information from DCLG and EC Harris. We note elsewhere in the
report that there is a significant difference in the apparent cost allowances for
water between the two sources and that there could, as a result, be an
overprovision for this item in the appraisals.

18. Community Infrastructure Levy (CIL)
18.1

As part of the brief from the District Council, we were asked to consider viable
levels of CIL alongside the other parameters such as affordable housing and
proposed policy introductions.

18.2

For the purpose of this study the main assumption has been to examine an
affordable housing proportion of 40% on site, although we have also considered
a 45% proportion. In arriving at what we believe to be appropriate CIL levels,
we have considered the rates applicable to nearby authorities but, in the end, it
has inevitably been a question of trial and error to arrive at a rate that would
seem viable in most scenarios, from which the District Council could propose its
own level for a charging schedule. We have set out below the CIL charges of
some neighbouring authorities.
Rushmoor
Basingstoke and Deane

no CIL charge
£30 to £200

E Hampshire
Wokingham

£65 to £180
£300 to £365

Bracknell Forest

£25 to £220. Strategic sites £150 to £220.
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18.3

For this exercise, we have carried out appraisals based upon the following CIL
rates. These are reflected in the appraisal outcome tables at appendix 5 and
have been applied to both the 40% and 45% affordable housing scenarios.

18.4

Blackwater

£50

Yateley
Hook
Fleet
Church Crookham

£50
£125
£125
£125

Odiham (assuming no SPA cost)
Hartley Wintney

£200
£200

We have also considered CIL rates for those scenarios where there is no on-site
affordable housing or financial contribution towards affordable housing. In these
circumstances, the developer will be able to provide 100% market housing on
the site, resulting in higher revenue. We have considered the potential CIL
rates that might apply in these circumstances, whilst maintaining viability, and
we set these out below:

18.5

Blackwater
Yateley

£150
£150

Hook
Fleet

£225
£225

Church Crookham
Odiham (assuming no SPA cost)

£225
£275

Hartley Wintney

£275

At this point, it is worth noting the CIL charges that were proposed by the CIL
viability study, carried out by DSP in October 2014. These were (assuming onsite affordable housing):
Blackwater
Yateley

£0
£75

Hook
Fleet

£175
£175

Church Crookham
Odiham (assuming no SPA cost)

£175
£250

Hartley Wintney

£175

18.6

These rates were issued for public consultation at the end of 2014, but were not
adopted by the Council.

18.7

CIL viability buffers

18.7.1 Viability guidance dictates that CIL should not be set at a rate that pushes
viability to its limits. Instead, there should be a built in buffer, that allows for
the fact that a site might experience site specific circumstances, such as
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abnormal costs. Without a buffer, these costs would potentially make a
development unviable, such that the Council could lose the housing numbers
from that site. It is therefore customary to reduce the CIL level to a point where
a “sufficient” buffer has been allowed.
18.7.2 Through our work with other Councils, we are seeing a methodology emerging
as a means of calculating the buffer. This methodology would follow a number
of steps, as follows:
1. Deduct the existing use value of the site from the calculated residual land
value.
2. Express this land value difference as a sum per square metre of the proposed
development.
3. The proposed CIL rate is, therefore, x% of this sum per square metre.
4. The buffer will be 100-x%.
We are attaching, as Appendix 8, tables that illustrate the buffers from the land
values produced by the notional site appraisals. From these it will be seen that
the buffers range from about 40% to 70%.
18.8 SANG and SAMM Costs
18.8.1 We have applied both SANG and SAMM costs to all the development scenarios,
with the exception of Odiham (Value Point 6), which lies outside the designated
area for SPA mitigation. Whilst the actual cost will depend upon the precise
management costs and the finally agreed management plan, we have taken the
costs for the appraisals from the Hart District Council: Planning Obligations
(s106 agreements) – Principles and Priorities September 2014. We have also
sought the view of Council officers as to their current experience of such costs,
as agreed on actual sites. The officers’ experience indicated that the costs
would be in a range between £5,000 and £8,000 per unit. The costs adopted for
the appraisals vary with density and with housetypes, but are in the range
£5,800 to £9,700 per unit. We believe, therefore, that the costs are well
covered.

19. The Specific Sites
19.1

The Council provided us with details of a number of specific sites, from which
we have carried out detailed appraisals on six of them. We list these below:
Grove Farm, Fleet
Hartland Park, Fleet
Murrell Green, Hook
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19.2

Land NE of Hook

550 units

Owens Farm, Hook
Dunleys Hill, Odiham

540 units
36 units

We have appraised these larger sites, using the Development Appraisal Tool of
the Homes and Communities Agency, being a more appropriate system where
such issues as phasing are more significant. We have summarised the assumed
inputs, together with the viability outcomes, in the tables enclosed as
Appendices 6 and 6A.

19.3

The sales and base build cost inputs for the specific sites are similar to those
assumed for the notional sites. Unit numbers and mixes have, where possible,
been taken from available information included, for example, in a planning
application. The housing mixes that we have assumed for the specific sites are
enclosed as Appendix 7.

19.4

The specific site appraisals include additional cost allowances for such items as
public open space, landscape buffers and on-site roads and services
infrastructure. In addition, we have shown additional infrastructure as both
s106 costs and, alternatively, as CIL/s106. In this instance, we have shown CIL
at £125 for all the specific sites.

19.5

The appraisals for the specific sites are calculating a land value surplus or
deficit against an existing use value. The existing use values assume £450,000
per hectare, for the gross site area, with the exception of Hartland Park, Fleet,
where an existing use value of £1,000,000 per hectare has been assumed,
taking into account the potential employment use.

19.6

We would make one further point in relation to the affordable rent revenues
that are included with the specific site valuations. The DAT appraisal system
asks for weekly rents as an input, to which it applies management costs and a
capitalisation rate, to arrive at a capital sum for the particular units. We
researched the open market rents for the different locations and took 80% of
those as a starting position. We found, however, that the resultant weekly rents
were higher than the relevant Local Housing Allowances and we have,
therefore, used the LHA rates in the appraisals. As examples, we have used the
following rates for Odiham:
2 bed house

£162 per week

3 bed house
4 bed house

£192 per week
£267 per week

We have used the following weekly rents for Fleet:
2 bed house
3 bed house
4 bed house
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19.7

The appraisal outcomes, as shown at Appendix 6, consist of two tables. The
first table excludes any CIL cost and shows infrastructure costs recovered
through s106, in accordance with information contained in the Hart document
Planning Obligations (s106 agreements) – Principles and Priorities September
2014. An appropriate extract from this document is attached at Appendix 9.
The second table includes a CIL cost, at a level that we would consider
appropriate, along with a reduced s106 cost at £3,000 per unit. This is meant to
cover on-site issues, such as management of public open space, with other
infrastructure items being covered by CIL. In both tables, the outcomes are
expressed as surpluses or deficits against the existing use value. Where there is
a surplus, this can be viewed as the “pot” that could be available for
infrastructure costs that have not been identified at this stage. Where there is a
deficit, we have sought to put this into perspective, by showing it as a
percentage of the sales revenue. That is to say, it shows by how much the
revenue would need to rise before the deficit is eliminated. This assumes that
costs remain constant.

19.8

The table at Appendix 6A takes the strategic site scenarios that include a CIL
charge and amends the affordable housing revenue to the percentages of open
market value that were used for the notional site valuations. This then provides
a range of outcomes for each site, depending upon the adopted CIL rate and
the eventual affordable housing revenue that might be negotiated with a
registered provider.

20. Findings
We would summarise the findings of the residential report as follows:
20.1

Notional Sites

20.1.1 The viability outcomes for the notional sites are shown in the tables at Appendix
5. The tables vary by the assumed levels of sales value; we have considered
the sensitivity of viability by adopting, firstly, today’s sales values, then looking
at the implication of increasing or reducing the sales values by 5%. The tables
show three figures for each development scenario. The first figure is the land
value produced by the particular form of development. The second figure is the
percentage illustrating the land value to the total sales revenue. This is a
common parameter within the development industry. The third figure is the
land value per hectare of site area. It is this third figure that we compare to the
existing use value to assess viability.
20.1.2 We are assuming that the form of development in a given location could be at
any of the unit numbers and mixes that we have tested. It could also be
different numbers and densities, but we believe that we have tested the broad
cross section that might apply. For this reason, we have taken the average land
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value per hectare for each value location for comparison with the existing use
value. These averages are shown below the tables themselves, alongside the
CIL levels that have been assumed for each location.
20.1.3 At Appendix 5 we have separated the outcomes for 50 and 250 units. This is
due to the fact that the development costs for the 250 unit sites include roads
and services infrastructure that is not included in the 50 unit sites. In addition,
we are assuming that the 250 unit sites will have a gross site area that is larger
than the developable area. The land value outcomes are expressed on the gross
site area.
20.2

Existing use values

20.2.1 The outcomes of this exercise can be summarised as follows:


At the proposed levels of CIL and adopting the cost implications of the
Hart policy proposals, all scenarios that are below the affordable housing
threshold show good viability against existing use values, even if sales
values are reduced by 5%. This applies to both the 40% and the 45%
affordable scenarios, although a 5% reduction in sales does begin to
impact marginally on the lowest value locations.



In addition to separating out the 50 and 250 unit scenarios, it will be
seen from the tables at Appendix 5 that we have illustrated the viability
difference between including development scenarios at 140 dwellings per
hectare, in the averages, and excluding them. We have suggested above
that these high density developments do appear to show reduced
viability; the extent to which they should be taken into account as part
of a viability assessment will depend upon the likelihood of
developments of this nature coming forward. We have seen above that
there is evidence of such densities and it is possible, therefore, that the
Council might have to consider them more individually as applications
come forward, applying an element of flexibility against imposed costs.
We would suggest, however, that such a position need only apply to
future windfall sites, given the lack of such densities on current sites
that the Council might rely upon for future housing.



At 40% affordable housing, and with today’s sales values, all scenarios
for 50 units show good viability against both Greenfield and lower value
employment sites. They also show viability against most higher value
employment uses. It is only the highest value locations that show
development viability on existing residential land.



Scenarios for 250 units show good viability against Greenfield existing
uses, with the higher value locations also showing viability against the
lower value employment uses.
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With a 5% increase in sales, the 50 unit scenarios show viability against
almost all existing uses. At this sales level the 250 unit scenarios are
also showing good viability against the lower value employment uses.



In the event that sales values fall by 5%, then Greenfield sites remain
viable, with the exception of some 250 unit scenarios in lower value
locations but it is only in more valuable locations where viability is seen
on employment sites. When we omit the highest density scenarios from
the averages, however, then we do see better viability against
employment uses from the 50 unit sites.



At 45% affordable housing, at today’s sales values, a similar pattern of
viability occurs, compared to 40%. The sensitivity at higher sales values
shows an improved position against employment uses. A reduction in
sales values does show reduced viability for 250 units against
employment uses in all but the more expensive locations, while 50 unit
sites would still perform well against lower value employment uses.



The patterns of CIL for the residential uses are similar to those from the
earlier CIL report that was undertaken for Hart. We have, however,
suggested that Blackwater could take a £50 charge, whereas previously
this had been set at zero.

20.2.2 At this point it is important to consider the weight that the Council can
reasonably attach to each existing use value. For example, we have noted
above that the majority of new sites are likely to be in existing agricultural or
grassland uses, with a few in more valuable employment uses in locations such
as Fleet. In these circumstances, we have considered it reasonable to aim for a
CIL charge that will remain viable for Greenfield existing sites and the majority
of employment sites. We are not, however, looking to adopt CIL rates that will
allow existing residential sites to remain viable in all value locations, since we
do not believe that there is sufficient evidence to suggest that such sites form a
significant part of Hart’s anticipated housing delivery.
20.3

Specific sites

20.3.1 We would make the following comments in relation to the viability outcomes for
the specific sites:


The viability outcomes for the specific sites are shown in the table at
Appendix 6. The appraisals for these sites are calculating a land value in
the same way as the notional sites, but they express the outcome as a
surplus or deficit against the existing use value. A surplus would indicate
viability, whereas a deficit would indicate a lack of viability.



The outcomes depend greatly upon the assumptions that are made for
the valuation inputs. For example, the existing use value is generated
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from the gross site area, not the developable area. The larger the gross
area, compared to the developable area, the less viable the site will be,
especially if there is extensive strategic landscaping to be implemented.


It will be seen from the table that the developable site areas vary
between 26% and 69% of the gross area.



It should be noted that the site coverage, being the proposed floor area
per hectare, is relatively low at Land NE of Hook and at Odiham. We
would expect viability to be improved with higher coverage.



The revenues for affordable rent units appear to be low, at between
32% and 51% of the open market value. As mentioned above, the
indications from Registered Providers were closer to 50%. For this
reason, we explored the impact of showing registered providers’ levels of
affordable housing revenue at Appendix 6A.



The surplus/deficit figures assume that infrastructure costs will be
recovered through a s106 planning agreement. The assumed s106 costs
are based upon figures contained in the Council’s document Hart DC
Planning Obligations Principles and Priorities September 2014. We have
also shown the viability implications of applying CIL to the strategic
sites, at £125 per square metre, leaving only on-site matters to be
covered by s106. In these circumstances we have allowed £3,000 per
unit as the on-site s106 cost.



If we consider the table at Appendix 6 that applies the calculated s106
cost but has zero CIL, we see that there are surpluses to all sites except
Hartland Park and Land North East of Hook. The extent of the deficits
can, however, be put into perspective if we relate them to the total sales
revenue. In both cases the deficits equate to sum 2% of the sales
revenue. Whilst on the one hand, this might not seem significant, it does
imply that there is less scope for the site to take any additional
infrastructure cost, over and above that already allowed.



In connection with any deficits that are shown, we should point out that
these arise as a result of the specific figures and assumptions that we
have made, particularly in relation to infrastructure costs and existing
use values. It is usually the case that such information is commercially
sensitive, resulting in a reluctance from developers to be too open with
the facts. The deficits are not, therefore, intended to imply that the site
might not come forward for development.



The second table at Appendix 6 shows a CIL charge at £125 for all the
sites, along with a reduced s106 cost, at £3,000 per unit. The outcome
of this is larger surpluses, with the exception of Hartland Park, still
showing a small deficit. Whilst we could vary the CIL rate, we would
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suggest that, at this stage, the Council should consider the CIL revenue
plus the surplus, as being the sum available for infrastructure costs,
over and above those that have already been allowed for.


The table at Appendix 6A shows higher revenues for the affordable
housing, resulting from the application of percentages of open market
value, as suggested by contact with registered providers. These were
50% of open market value for rented units and 70% of open market
value for shared ownership units. These have been applied to the table
in Appendix 6 that includes a CIL cost along with s106 at £3,000 per
unit. It will be seen that the surpluses increase as a result. We would
reaffirm that these figures represent the sums available for
infrastructure in the different scenarios.
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NON-RESIDENTIAL REPORT
1. Methodology
1.1

This study sets out to establish whether in Hart, a new development of the
proposed types of non-residential use could generate an adequate financial
surplus to be viable, taking policy requirements into account, and that would
allow the developer to contribute towards local infrastructure projects through
CIL, after allowing for all the usual costs of the development and as a
reasonable return.

1.2

This principle is set out in the NPPF guidance which states:
173. Pursuing sustainable development requires careful attention to viability
and costs in plan-making and decision-taking. Plans should be deliverable.
Therefore, the sites and the scale of development identified in the plan should
not be subject to such a scale of obligations and policy burdens that their ability
to be developed viably is threatened. To ensure viability, the costs of any
requirements likely to be applied to development, such as requirements for
affordable housing, standards, infrastructure contributions or other
requirements should, when taking account of the normal cost of development
and mitigation, provide competitive returns to a willing land owner and willing
developer to enable the development to be deliverable.

1.3

Our methodology follows standard development appraisal conventions which
are similar to those used in the report for residential development. We use
assumptions that reflect the local market and the proposed planning policies.

1.4

We also consider the approach of neighbouring authorities to ensure
consistency. Significantly different charging rates on either side of local
authority’s borders could have an undesired effect on the level and type of
development. For instance, if one authority imposes a high CIL charge on a
form of development, and another makes no charge, developers are likely to
favour the council area where no charge is made.

1.5

The DCLG CIL Guidance 2013 does not specify what methods to use to test
economic viability but the authorities are required to use appropriate and
available evidence as follows:
23. The legislation (section 212 (4)(b)) requires a charging authority to use
'appropriate available evidence' to inform their draft charging schedule. It is
recognised that the available data is unlikely to be fully comprehensive or
exhaustive. Charging authorities need to demonstrate that their proposed
CIL rate or rates are informed by ‘appropriate available’ evidence and
consistent with that evidence across their area as a whole.
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1.6

Thus, the methodology used here has been demonstrated to be robust and
compliant with the appropriate guidance.

1.7

In order to test the viability of each use we have adopted the same approved
residual valuation approach whereby we assess the value that is left to pay for
a notional site after one has sold the completed development in the open
market (i.e. the Gross Development Value – GDV) and having allowed for the
costs of the construction of the proposed development with all associated fees
and costs (i.e. Gross Development Costs – GDC) with an element allowed for
the developer’s profit.

1.8

Where different sectors use traditionally different methods of assessment we
have taken these into account and adopted the market convention. For
example, offices are generally valued on a net internal floor area basis, whereas
light industrial and warehouse property is valued on a gross internal basis.
Hotels are generally valued on a per room basis, and so on.

1.9

It should be noted that due to the large number of variables and different
financial inputs required, the results using this technique can only be used as a
guide. This is because there may be site-specific issues that may need to be
taken into consideration when making assessments, that would affect the
outcome for one site and not another. An example may be adverse ground
conditions that require a more expensive form of foundations.

1.10

Therefore, in accordance with Government guidelines, it is essential that
proposed CIL levels allow sufficient margins for these variations and leave a
sufficient buffer rather than increase the total development costs to the
maximum. Consequently:
Charging authorities will need to strike an appropriate balance between the
desirability of funding infrastructure from the levy and the potential effects
of the imposition of the levy upon the economic viability of development
across their area. Charging authorities should prepare evidence about the
effect of the levy on economic viability in their area to demonstrate to an
independent examiner that their proposed rates, for the levy, strike an
appropriate balance.4

2. Threshold Values
2.1

When testing the impact of values on viability, it is necessary to establish a
threshold value against which one can assess whether the new form of
development will prove financially viable. Just assessing whether a financial
surplus is produced in not enough. The amount of the surplus needs to be
compared to a benchmark to evaluate whether it is considered sufficient.

2.2

This threshold value or bench mark can be arrived at in several ways such as:

4

CIL- An Overview - DCLG - May 2011
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 Comparison to similar sites.
 Existing Use Value [EUV] with or without a premium.
 Alternative Use Value [AUV].
 Evidenced assessment of Development Value.
2.3

Residential development land values are much more homogenous than those
paid for non-residential uses. Whereas the residential study uses a small range
of alternative use threshold values, this approach is not appropriate to nonresidential development. This is because of the larger variety of different Gross
Development Values attributable to the various sub-categories which produce a
much larger and diverse range of values which are investigated in later sections
of this report.

2.4

Consequently more appropriate threshold values need to be established for the
range of different uses against which to test a scheme’s viability. In order to
provide uniformity, the RICS has issued a Guidance Note ‘Financial Viability in
Planning’5 which recommends the use of Site Value as the threshold. It is
defined as:
Site Value (for area-wide financial viability assessments)
Market value subject to the following assumption: that the value has regard
to development plan policies and all other material planning considerations
and disregards that which is contrary to the development plan.
Site Value may need to be further adjusted to reflect the emerging
policy/CIL charging level. The level of the adjustment assumes that site
delivery would not be prejudiced. Where an adjustment is made, the
practitioner should set out their professional opinion underlying the
assumptions adopted. These include, as a minimum, comments on the state
of the market and delivery targets as at the date of assessment.

2.5

We have recognised that much of the District is rural. Commercial development
may be on brown field land but also that some may be on green field sites. As
with the residential viability study we have adopted the following threshold land
values:
 Greenfield agricultural land: £450,000 per hectare
 Employment land in secondary locations: £800,000 per hectare
 Employment land in prime locations: £1,200,000 per hectare

2.6

5

The usual target for a speculative non-residential development is a return of
20% of the Gross Development Costs [GDC]. This is generally different to
residential developers who normally seek to achieve a return of 20% of the
GDV.

RICS Guidance Note ‘Financial viability in planning’ GN94/2012
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2.7

It is recognised that this ‘target’ level of return may vary from developer to
developer. Also from scheme to scheme depending on the circumstances such
as whether the level of risk is higher or lower, say due to a secured pre-letting.
Nevertheless, the 20% target is a recognised industry norm and is used here to
assess the residual value left for the developer to pay for the land after all of
the other costs have been allowed for.

2.8

We have then sensitivity tested those inputs that have the largest effect on the
outcome. We have then tested both higher and lower adjustments in the level
of rent, for instance, against adjustments in the construction costs. This reflects
possible changes in the market or the nuances of the location, and
accommodates potential site specific peculiarities.

2.9

A notional CIL charge, at a rate per square metre of the new development, is
then added as a cost of the development. If a positive residual land value is still
generated higher than the threshold land values stated above, higher levels of
CIL are added to reach a point where the residual land value falls below the
threshold.

2.10

The outcomes are assessed and conclusions drawn about the appropriate level
of ‘buffer’ that should be allowed to ensure the scheme is not compromised or
discouraged from being brought forward for development. The results of this
process produce the recommended level of CIL that the scheme is considered
able to afford.

2.11

Each use type is then given a simple rate per m2 in the recommendations table
at the end of the report. This being the level of CIL charge that we consider
that Hart District Council can levy on new development without unduly affecting
development from coming forward and therefore contributing to infrastructure
improvements.

2.12

We have recognised that a brownfield site may have additional construction
costs in terms of demolition and site clearance, however a green field site is
also likely to have additional or abnormal costs. For instance a green field site is
likely to have higher costs from having to put in an access road and import
foundation materials whereas a brownfield site will probably generate hard core
from crushed concrete from the previous building. Also, a green field site is
likely to have higher utility costs as there were none before, but a brownfield
site may have additional remediation costs from say diesel spillage.
Consequently, it is considered that most of these types of factors will balance
themselves out. Therefore, for the purposes of this high level study it is
considered appropriate to assess both brown and green field sites on the basis
that the cost of construction will be the same.
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3. State of the Market
3.1

It is important to set the tone of this study in the context of the current market
for commercial development.

3.2

As stated there are a broad range of use classes being covered and it is not
necessary to analyse each market sector in detail. It is sufficient to state that
due to the current national and global economic situation, commercial
development was generally subdued following the failure of Lehman Brothers in
September 2008.

3.3

The majority of commercial development is funded from sources external to the
developer. Because of the banking ‘crisis’ the usual sources of development
funding were generally withdrawn or only offered on onerous terms. This has
largely been due to the banks’ exposure to significant debts and their
unwillingness to take on any further risks.

3.4

The situation is improving as banks repair their balance sheets. Also alternative
sources of finance have appeared in the funding market such as overseas funds
that consider the UK commercial property market as a safe haven.

3.5

As the market recovers from the banking crisis, new uncertainty was introduced
with the Brexit Referendum outcome to leave the European Union. At the time
of this report, the initial lull in the market around the middle part of 2016, has
been replaced with more positive sentiments. The expected serving of the
Article 50 Notice is expected to be followed by a 2-year period of negotiation
between the UK government and the EU.

3.6

This period may produce news that may impact on the decisions of businesses
and developers that are active in Hart. However, it is unclear at this stage
whether these decisions would be positive or negative to the local economy.

3.7

What does seem apparent is that ever since the 9/11 events in the USA in
2001, global turbulence and international events have been a regular
occurrence. Therefore, most businesses have already taken measures or have
planned to adapt to changes in their markets.

3.8

3.9

Commercial property development is no different. Speculative development is
considered more risky than residential development and has generally been
very scarce due to this lack of funding. This situation has changed particularly
in London and is being seen to be gradually improving further out, particularly
in the south east.
Furthermore, the majority of commercial property is usually occupied by
businesses under a lease. Business confidence has been significantly affected
by the latest economic cycle. Therefore, the length of lease that is usually
committed to by a business, has reduced significantly. Some 15-20 years ago a
25-year lease without break options was the norm. Latterly a 10-year lease
with a tenant’s option to break the lease at the 5th year is now standard.
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3.10

This affects the funding of commercial development as the rent used to service
a loan is more likely to be for a period less than the period of the loan. This
obviously concerns a bank that needs the comfort that the borrower has the
resources to service the borrowings for the whole duration of the loan.

3.11

Despite these comments, the development market will respond to occupier
demand. Those sectors that are active will usually be due to:
 occupiers seeking economies of scale such as some retailers and hotel
operators expanding their chains
 logistical efficiencies being required such as new distribution warehouses
 or a need for research and development accommodation, particularly in the
field of technology
 otherwise it may be due to cost savings where property overheads are too
substantial and more efficient or smaller accommodation is considered more
economically viable.

4. Evidence of values
4.1

Unlike the residential market, it is more complex to analyse commercial
property transactions to reach an opinion for the purposes of comparable
evidence.

4.2

A leasehold transaction is usually analysed into a rate per square foot or per
square metre after allowing for such issues as lease term, rent review cycles,
repairing obligations, security of tenure, stepped rental deals and rent free
periods or other incentives.

4.3

Similarly, freehold transactions are analysed into rates of capital value per
square foot or per square metre.

4.4

Land is analysed as a price per acre or hectare.

4.5

Location, access, planning restrictions and other matters are taken into
consideration to adjust a piece of comparable evidence so that it can be
compared on a like-for-like basis.

4.6

Accessing all this information is often a challenge for valuers because it is most
likely to be commercially sensitive. For instance, a supermarket operator may
not want competitors to know what rent they have agreed to pay on a property
or a developer may not want the tenant to know what price they paid for a site
as it may increase other vendor’s expectations.

4.7

Certain information is available through the Land Registry but there is the
ability to withhold certain information or to use Confidentiality Agreements or
other mechanisms to protect certain details.
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4.8

Consequently, in forming their opinion a valuer must rely of a mix of verbal,
anecdotal and published data as well as market reports, details of available
property, Valuation Office rating assessments and the like.

4.9

We have provided our researched values in a table in Appendix 1. This shows
the range we have tested for the different types of development.

5.

Yields

5.1

To understand the basis of the residual appraisal technique one must have
some understanding of the use of yields in reaching a capital value. The yield,
or more fully the ‘All Risks Yield’, is a figure used by valuers to multiply the net
rental income to produce a capital value.

5.2

The figure used for the yield is drawn from a combination of the valuer’s
experience in considering such factors as the state of the market, likely
prospects for rental growth, the covenant strength of the tenant, the type of
use, the quality of the building and location, the terms of the lease and any
other factors relevant to a purchaser who may want to buy the completed
development.

5.3

The yield is stated as a percentage and the outcome is inversely proportional to
its size i.e. the lower the yield figure the more times the rent is multiplied and
hence the higher the capital value.

5.4

Since 2008 the yields for commercial properties generally increased, therefore
producing lower capital values. This was as a result of the limited amount of
funds in the market place. Also there was weakening occupier demand and
hence lower rents, shorter leases and a general lack of confidence in capital
growth. The investment market is historically cyclical and yields have been
showing signs of reducing again although it is not clear whether this will be the
case for the medium or longer-term.

5.5

As stated we have used the industry valuation norms and for Hotels and Care
Homes we have adopted capital values per room which operators derive from
the revenue that each room can generate in the given location.

5.6

The rates used are shown the Values table in Appendix 1.

6.

Different Charging Zones

6.1

Regulation 131 permits charging authorities to set different rates of CIL. From
our research it is clear that there is quite an even range of commercial property
values across the District. Fleet is clearly the largest conurbation but there are
other strong locations along the M3 Motorway corridor where there is good
access to a motorway junction, such as at Hook.
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6.2

These locations will be the most attractive locations for non-residential
development due to the access to a larger number of consumers and/or source
of employment but also for logistical reasons and ease of access for staff. This
is reflected in the consumer spending findings of the Retail, Leisure and Town
Centres Study 2015.

6.3

The smaller conurbations such as Long Sutton, Church Crookham and Crondall
will generally attract smaller scale development.

6.4

However, whilst we might see some areas as more attractive to developers and
occupiers than others, we have not been able to identify a significant
differential in rents, yields or capital values across the district to warrant
different charging zones for non-residential forms of development.

6.5

We have considered the DCLG Guidance that setting differential rates should
avoid undue complexity in the published charging schedule. We highlight
feedback from Shropshire Council6 who found that differential rates created “a
perception of unfairness, political fallout from treating areas differently and
difficulty justifying on economic grounds”.

6.6

By way of comparison we also point to the London Borough of Redbridge which
was nominated as a CIL ‘Frontrunner’ in 2010. They have elected to use a
single CIL charging rate of £70 per m2 across all areas and all use types in their
borough.

6.7

Our findings show that those uses showing sufficient viability to support CIL
charges should be able to contribute to infrastructure costs at the same levels
regardless of their location in the District.

7.

Development Inputs

7.1

The residual appraisal method requires several inputs to be deducted from the
Gross Development Value. By the nature of this testing of notional sites, we do
not allow for site-specific abnormal costs.

7.2

The assumed input costs include:
 Site acquisition costs - including agents’ fees, legal fees and Stamp Duty
Land Tax
 Interest charges on money borrowed whilst holding the land
 Demolition or enabling costs
 Costs of construction
 Professional fees (i.e. architects, engineers, highways consultants, etc)

6

http://www.pas.gov.uk/pas/aio/1717638
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 Interest charges on money borrowed for the construction costs and fees
 Contingency amount to reflect uncertainties
 Developers profit
7.3

The costs of construction used are industry standard rates for building the
designated type of development drawn from the BCIS Index with regional
adjustment. These rates are generated from data drawn from a number of
actual projects which are reported as a rate per square metre of building. These
will include all items the contractor would charge up to a level where the
building is handed over to the occupier who will be responsible for their own
specific fitting-out costs.

7.4

Where appropriate an additional amount has been added for external works
which may include items such as landscaping or car parking.

7.5

Section 106 planning or Section 278 highway obligation costs have been
deliberately not included in most of the development costs as these are notional
sites with generic assumptions. It is the intended role of the CIL to replace the
majority of these obligations to fund general infrastructure provision.

7.6

Where

there

are

site-specific

issues

justifying

contributions

to

off-site

mitigation, the Section 106 and Section 278 system of contributions is still
available to the HDC, subject to the items not being already accounted for
within the Regulation 123 list. Charging twice for the same infrastructure item
is considered as ‘double dipping’ and is not permitted.
7.7

However, it

is

recognised that

for

supermarket

and

retail

warehouse

development there are larger than usual planning costs in the form of additional
fees for reports such as traffic and environmental impact assessments,
sequential testing along with probable s.106 and s.278 contributions that most
other forms of development will not be subject to. Therefore our appraisals for
supermarkets and retail warehousing have included an allowance of 10% of the
construction costs for additional ‘planning’ costs.
7.8

Having allowed for all of these development costs we have then included a CIL
charge to the various appraisals in order assess whether the outcome generates
a surplus. We have tested how sensitive the viability is to a range of CIL
charges from £0 per m2 up to £280 per m2.

7.9

As previously stated in each of our residual appraisals we have made the
assumption that the landowner has judged that the current notional building
does not optimise the best use for the site and a higher value can be obtained
such as by increasing the density by replacement with a larger more valuable
building. We have also assumed that the full amount of the new developments
floor area will be subject to CIL, as any off-set attributable to a previous
notional building has been eroded due to time factors.
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7.10

This approach is readily transferable to a green field situation in a rural location
as explained above. The difference with a green field situation would be that
the demolition costs attributable to a brownfield redevelopment would be
replaced with additional utility or enabling costs for a notional green field site.
For the purposes of this high-level study both brown and green field
development sites can be considered comparable.

7.11

The inputs used are summarised in the Values table at Appendix 1.

7.12

For the purposes of this study we are guided to use current values and costs.
CIL charging provisions allow for the calculations to be index-linked to the BCIS
building costs index to allow for cost inflation.

7.13

We are instructed to test on inflated and deflated costs and values and the
sensitivity to different CIL charge rates. It is recommended that the charging
schedule is reviewed about every 5 years to allow sufficient time for developers
to budget accordingly and being an appropriate amount of time to lapse to be
able to identify any changes in values.

8.

Development Types

8.1

We briefly comment on the assumptions and findings of the various nonresidential use classes likely to come forward in the Districts during the
proposed plan period:

8.2

Retail - Class A1-A5

8.2.1 As already stated we have taken into consideration the findings of the Retail,
Leisure and Town Centres Study which provides a useful and current
assessment of the status of the district’s retail and leisure markets.
8.2.2 The report concludes that in general terms the centres have relatively modest
needs for additional comparison floor space for the coming plan period with
1,232 m2 being identified for the period 2014-2018 across the district and
1,060 m2 additional space from 2018-2022.
8.2.3 Additional Convenience floor space is slightly larger at between 4,662 and
5,434 m2 for the period to 2018 and then reducing significantly to between 673
and 982 m2 for the period from 2018-2022.
8.2.4 Class A3-A5, Food and Beverage projections are between 1,061 and 1,638 m2
until 2018 reducing to 755 to 1,041 m2 for the period 2018-2022.
8.2.5 It is beneficial to the local economy to retain consumer spending within the
district and this can be achieved by improving the retail offer compared to other
areas. This is not achieved quickly or simply but as the DCLG Guidance states,
CIL is expected to have a positive economic effect on development across the
area.
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8.2.6 The CIL Guidance states:
‘In view of the wide variation in local charging circumstances, it is for charging
authorities to decide on the appropriate balance for their area and ‘how much’
potential development they are willing to put at risk through the imposition of
CIL. The amount will vary. For example, some charging authorities may place a
high premium on funding infrastructure if they see this as important to future
economic growth in their area, or if they consider that they have flexibility to
identify alternative development sites, or that some sites can be redesigned to
make them viable. These charging authorities may be comfortable in putting a
higher percentage of potential development at risk, as they anticipate an overall
benefit.’
8.2.7 Whilst it should be noted that CIL charges are not to be used to achieve policy
objectives, it is evident that new employment generating development should
not be discouraged across the district. As the retail category is showing the
strongest signs of being able to afford CIL charges we have taken this guidance
into consideration when recommending proposed charges.
8.2.8 The Use Classes Order sub-divides the Retail category into Classes A1 to A5.
These cover properties used, for example, as small newsagents, large scale
food stores, retail warehouses and comparison shopping (A1), financial and
professional services (A2), restaurants and cafes (A3), pubs and drinking
establishments (A4) and hot food takeaway establishments (A5).
8.2.9 It should be noted that CIL charges are calculated on the net new gross internal
floor space created by the new development. Where an existing building is to
be demolished, the floor area of the old building may be deducted from the
floor area of the new building if it has been in continuous lawful use for 6
months within the 3 years prior to the grant of planning permission. The
resultant figure is then multiplied by the appropriate levy rate per square
metre.
8.2.10 For this study, we have assumed that the building was not used and this
calculation is not necessary on the basis that the previous building was
redundant and no longer fit for purpose, hence suitable for redevelopment.
8.2.11 We have looked at CIL rates up to £200 per m2 as being sustainable on some
retail uses. However, minor changes of £10.00-£20.00 per m2 in rent levels and
yield changes of 0.5%-1.0% can significantly affect this viability.
8.2.12 To illustrate this point a reduction in the rent of £10 per m2 on a 1,000 m2
building which is valued using a yield 0.5% higher can produce a 16.5%
reduction in the capital value as follows:
£100 m2 x 1,000 m2
Years Purchase in perpetuity @ 6.5%
Capital Value
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Compare this to:
£90 m2 x 1,000m2
Years Purchase in perpetuity @ 7.0%
Capital Value

£90,000 per annum rent
14.285
£1,285,650

8.2.13 In terms of the size of retail development and the potential for differentiation,
we have looked at the case of Sainsbury’s challenging the Borough of Poole on
their proposed differential rates for retail and ‘superstores’ above 3,000m2.
Poole accepted that because there was no clear guidance in the CIL Regulations
to allow differential charging rates for the same use, Sainsbury’s detailed
evidence was accepted due to this lack of clarity. Therefore, Poole decided to
change their schedule to allow all A1 Retail development under 500m2 to be
charged £nil and all A1 Retail development over 500 m2 to be charged £211m2.
8.2.14 The Examiner found this approach unsound and as a result the higher rate has
been changed to nil. The Examiner stated in her final report that:
“There is nothing in the CIL regulations to prevent differential rates for retail
development of different scales. However paragraph 25 of the CLG guidance
(CIL Guidance: Charge setting and charging schedule procedures) states that
where a charging authority is proposing to set differential rates, it may want to
undertake more fine-grained sampling to identify a few data points in
estimating the zonal boundaries or “different categories of intended use.”
8.2.15 We believe that there is sufficient ‘fine grained’ evidence across the whole of
Hart District Council’s geographical areas that demonstrates that certain retail
uses within the A1 Use Class are sufficiently viable to support a CIL charge and
others are not. This evidence is presented in the series of retail based residual
appraisals in Appendix 3.
8.2.16 We have taken into account the fragile nature of the retail market. However, we
see that convenience stores and food retailing, as well as larger retail
warehouses, are proving viable whereas comparison shopping is not strong
enough at this stage. This is due to various reasons such as:
 poor consumer confidence and hence reduced spending
 more purchasing using the Internet
 superstores offering comparison goods that have traditionally been
offered in the high street
 ‘leakage’ of consumer spending to larger shopping centres
8.2.17 Retail property provides a community service and can put pressure on
infrastructure provision such as highways, transport and drainage
requirements. Therefore it is reasonable for retail development to contribute to
the Regulation 123 schedule of general infrastructure projects.
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8.2.18 We have also considered that the main centres in the district are generally fully
developed and new retail floor space will most likely be limited to the larger
conurbations such as Fleet, Blackwater or Hook as retailers need a large
catchment to be financially viable. Also Section 106 and Section 278
contributions are still available for site-specific needs.
8.2.19 Therefore, we have looked at the different types of retailing within the Retail
Use Classes. Our viability appraisals cover smaller convenience type stores,
high street comparison
warehousing.

shopping,

larger

scale

food

stores

and

retail

8.2.20 We consider that the A2 (financial and professional services) and A3-A5 (pub,
restaurant, café, takeaway) categories are all relatively similar in terms of
values and costs to those of comparison retailing (A1). Whilst it may be that
new A1-A5 development may occur in the context of mixed use developments
we expect that it will be larger scale retail development that is most likely to
come forward.
8.2.21 Our findings show that whereas only some prime high street retailing
development could support a CIL when let at prime rents to good quality
covenants, a secondary retail development achieving only good secondary rent
levels and let to lesser quality covenants will not generate a surplus due to a
lower Gross Development Value.
8.2.22 A prime retail pitch is defined as the area with the highest footfall where the
larger retail brands take representation and invariably the highest rents are
paid due to the competition between retailers to secure the best positioned
retail units.
8.2.23 As stated there is scope to charge a differential CIL rate for prime and
secondary retail development. Principally it would only be in central Fleet where
prime Zone A rents averaging approximately £400 per unit In Terms of Zone A
are achievable such as in the Hart Shopping Centre.
8.2.24 However, the rents then decline very rapidly to levels of approximately £150£200 ITZA where A2-A5 development is likely to be situated. These secondary
levels of retail rents found in Fleet match the levels of rent being achieved in
the best pitches in other centres such as Hook or Hartley Whitney where
smaller catchments result in lower levels of turnover and hence tenants are
only able to afford lower levels of rent.
8.2.25 It is complex to make a suitable definition of these prime retail areas and to
identify them on an Ordnance Survey map as would be required by the CIL
Guidance.
8.2.26 Prime retail pitches in a town can change over time. Changes in traffic priority,
car park charges and other factors can affect the pedestrian flow. Also fashion
and other retailers, such as jewellers, move to more favourable retail units as
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they seek to trade closer together. Hence the term ‘comparison shopping’ arises
as shoppers go from one shop to another to compare goods and prices.
8.2.27 Whilst we are not aware of any proposed prime retail development coming
forward in the District, we have also considered the DCLG Guidance which
states:

Regulation 14 requires that a charging authority, in setting CIL rates, ‘must aim
to strike what appears to the charging authority to be an appropriate balance
between’ the desirability of funding infrastructure from CIL and ‘the potential
effects (taken as a whole) of the imposition of CIL on the economic viability of
development across its area’
8.2.28 It is not recommended to set a CIL charge that will push the level of viability to
its limit, rather it is recommended to leave a suitable buffer to allow for
variations such as a reduction in rents, rising investment yields, rising
construction inputs and other abnormal or site specific issues.
8.2.29 The DCLG Guidance also states:

28. The legislation (section 212 (4) (b)) requires a charging authority to ate
available evidence to 'inform the draft charging schedule'. A charging
authority’s proposed levy rate (or rates) should be reasonable given the
available evidence, but there is no requirement for a proposed rate to exactly
mirror the evidence, for example, if the evidence pointed to setting a charge
right at the margins of viability. There is room for some pragmatism.
8.2.30 The appraisals for smaller scale convenience stores and comparison shopping
are very sensitive to small changes in several of the inputs particularly rent and
yields. Whereas supermarkets and retail warehousing are attracting much lower
investment yields and therefore their Gross Development Values are much
higher and consequently the appraisals show a larger surplus to be able to
afford a CIL charge.
8.2.31 Lower investment yields are a consequence of the attractiveness as an
investment vehicle. A well-positioned property let on a long lease to a tenant
with a strong balance sheet provides a secure rental income flow and much
higher than say holding the money in a low interest bearing bank deposit
account or gilts. Therefore, investors will bid a high price to purchase the
freehold for the benefit of this low risk income.
8.2.32 We recognise a move away from the very large superstore format by the
largest supermarket operators (Tesco’s, Sainsbury’s, Asda and Morrison’s). We
also recognise the growth in popularity of the smaller format discount retailers
such as Aldi and Lidl. Generally, they look for a store of between 1,400 m2 and
1,800 m2 with a preferred size around 1,580 m2. We consider that it is this
form of large format convenience retail development that is most likely to come
forward during the plan period.

Hart District Council
Whole Plan and CIL Viability Study
Ref: 161899

55

8.2.33 We have allowed a discount supermarket to require a site of approximately 0.4
Ha to allow for car parking and some landscaping, trolley parks and loading
areas. This could be on lower value land on the edge of town centres and often
on brown field sites such as former car showrooms and factory units. Hence the
threshold or benchmark land value can be the lower employment land value.
8.2.34 A simple definition of a Supermarket for this purpose is a food based retail unit
greater than a small format convenience store, therefore 278 m2 or more,
whose trading hours are controlled by the Sunday Trading Act 1994.
8.2.35 Small format convenience stores are increasing in popularity. Consumers are
now tending to shop more frequently for smaller amounts of food. There has
been a shift away from the large weekly or monthly shop from a superstore in
favour of more frequent smaller visits. Smaller houses, less storage space,
easing cash flow, less time for larger shopping trips all contribute to this shift.
8.2.36 Hence the increase in the focus on more smaller convenience stores from all the
big supermarket brands as well as the likes of Marks & Spencer and specialists
such as the Co-Op and One Stop. Often these operators may convert an
existing building but we have modelled a new purpose built store where new
floor space may attract a CIL charge.
8.2.37 The definition of a Convenience Store can be taken from the Institute of
Grocery Distribution as follows:
1. Size: The store must be under 278m2 [3,000ft2 ]
2. Opening Hours: Not subject to restricted opening hours under the Sunday
Trading Act
3. Product Categories: Stock at least seven of the following core categories:










Alcohol
Bakery
Canned & packaged
grocery
Chilled food
Confectionery
Frozen food
Fruit/Vegetables
Health & beauty
Hot food-to-go











Household
National lottery
Milk
Newspapers/Magazines
Non-food
Sandwiches
Savoury snacks
Soft drinks
Tobacco

8.2.38 Large format comparison retail units are generally described as Retail
Warehouses. These can be defined as non-food stores displaying and selling
comparison goods, such as bulky household goods (including carpets, furniture,
and electrical and DIY items), clothing, and recreational goods, within large
format shed like buildings, often (but not necessarily) on one level, with
associated adjacent car parking to cater mainly for car-borne customers.
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8.2.39 Our findings show that only prime comparison retail development in Fleet could
support a CIL charge using the values shown in the Appendix. It is down to the
local authority to decide whether to implement a charge for this category just in
Fleet town centre.
8.2.40 We do not recommend making a charge for prime comparison retail in any
other centres in the district due to the sensitivity to small changes in values and
the fragile nature of retailing generally.
8.2.41 There is a perceived need to encourage retail development to counter the
identified leakage of retail revenue to other districts. Also, the likely amount of
CIL receipts from this category would be relatively small after calculating the
net new gross internal floor particularly where new development replaces old
floor space.
8.2.42 The A1 comparison secondary retailing and A2-A5 use categories are not
showing sufficient viability to support a CIL charge and therefore we
recommend these uses should attract a £nil charge as well
8.2.43 However, based on our findings for supermarket and retail warehouse use, our
recommendation is that a CIL charge of £120 per m2 is affordable across the
whole of Hart District. This is limited to Class A1 supermarket and retail
warehouse development only and not including smaller scale convenience or
comparison retail development.
8.2.44 We do not consider that this level should unduly affect any small-scale
development coming forward and is considered affordable for larger scale
schemes.
8.2.45 Below is a summary table showing the resultant residual land value from each
of the modelled retail schemes. These have been compared to the higher
Employment Threshold Land Value and where a residual value is higher we
have highlighted this in green.
8.2.46 Where the outcome is greater than the threshold but we consider that the
outcome is not sufficiently robust to withstand fluctuations in values of
development cost, it becomes questionable whether there is a sufficient buffer
to allow for these possible changes. Hence, we have highlighted these in
orange.
8.2.47 Where the outcome is below the appropriate threshold land value or indeed
shows a negative residual land value these have been highlighted in red. These
forms of development are unviable.
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Category

Rent

Yield

per
m2

CIL

Residual

Threshold

Charge

Land
Value/Ha

Value/Ha

Large
Format
Convenience Retail

£225

5.5%

£120

£967,000

£1.2m

Retail Warehouse

£275

5.5%

£120

£5.0m

£1.2m

A1-A5
Small
Comparison Retail –
Prime-

£350

6.5%

£120

£14.6m

£1.2m

Small
Format
Convenience Retail

£130

6.0%

0

£911,000

£800,000

A1-A5

£125

6.5%

0

Negative

£800,000

Small

Comparison
secondary

Retail-

Figure 1 - Viability of different retail categories with/without CIL charge

8.3

Business Uses - Class B1, B2 & B8

8.3.1 The markets for offices (Class B1a) and industrial/warehouses (Classes B1c &
B1b, B2 & B8) are currently offering the least viability and hence ability to
afford CIL charges. This is due to lower rents resulting from weak occupier
demand. Also due to higher yields resulting from shorter leases and weaker
covenants.
8.3.2 Occupiers for business property tend to seek locations on good road networks.
For larger businesses that employ large numbers of staff, it is important to be
accessible to larger settlements from where staff can be recruited.
8.3.3 Transport to and from the district is largely via the M3 motorway and the
mainline railway. Therefore, Fleet and Hook tend to be the most popular
settlements for business space occupiers. Otherwise it is recognised that the
district is largely rural in between the settlements. Hence developers and
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occupiers will gravitate to the neighbouring boroughs where there is greater
opportunity.
8.3.4 We have modelled large and small forms of office type development. We have
tested rents from £150 per m2 up to £225 per m2 to reflect local market levels
for new build schemes.
8.3.5 We have capitalised these rents from 7.5% for smaller schemes in more
secondary locations that would be most likely to attract lesser quality covenants
than the more expensive business park type location such as Bartley Wood,
where we have used an investment yield of 6.75%.
8.3.6 We have used different construction costs to reflect the different demands of
small and large businesses. Larger office buildings will usually require cooling
and other specifications that incur additional construction costs such as raised
floors to accommodate cable management, lifts and the like. Whereas smaller
buildings can rely on cheaper perimeter cable trunking and will not require
passenger lifts.
8.3.7 We have also modelled industrial type uses in small unit light industrial uses
falling within the B1c category. Also larger single unit factories or business units
in the B1b and B1c categories as well as small and large warehouses in the B8
use class.
8.3.8 We found that the economic viability of commercial development is very
sensitive to increased costs and values. We have been led to conclude that, like
many other authorities, there is insufficient buffer or in most cases no buffer in
the residual appraisals to support any CIL charge for new development in the
Class B category.
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Category

Rent

Yield

per
m2

CIL

Residual

Threshold

Charge

Land
Value/Ha

Value/Ha

OfficesB1aSecondary locations

£175

7.5%

0

Negative

£800,000

Offices- B1aBusiness

£200

6.75%

0

Negative

£1.2m

B1/B2/B8SmallStart-up/Move
on
units

£90

7.5%

0

Negative

£800,000

B1/B2/B8- Large

£75

6.0%

0

Negative

£800,000

Prime
Park

locations

Factory or warehouse

Figure 2 - Viability outcomes of the Class B forms of development with no CIL
charge

8.4

Hotels - Class C1

8.4.1 The Budget Hotel chains are currently the only sector in the hotel industry
weathering the economic challenges facing the sector. The fragile tourist
industry can be affected by international events and foreign visitors and tourists
are susceptible to events and media stories such as terrorist threats. Although
the weaker pound following the Brexit announcement has helped to some
extent.
8.4.2 Coupled with reduced consumer spending power and competitive room pricing
due to oversupply, smaller hotels struggle to make profits. Whereas the budget
chains such as Premier Inn, Travelodge and Holiday Inn Express benefit by
using formulaic development models and benefiting from economies of scale
which can afford cheaper room rates.
8.4.3 However, they are very selective on location as the costs they can afford are
sensitive.
8.4.4 There is a limited tourist economy in the district and limited demand for
business and short stay type hotels. Therefore, our view is that demand for
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sites for new hotel development is likely to be very limited in the district due to
the competition in neighbouring districts such as Basingstoke, Camberley and
Farnborough.
8.4.5 We have modelled a typical 100 bed budget style hotel based on a standard
room size of approximately 38 m2 without any restaurant. We have based the
rent on a rate of £4,500 per room per annum and assumed the scheme is prelet to an operator. Therefore, the developer would typically sell the let
investment following completion. Our findings from our residual appraisals show
a very limited surplus to be able to support CIL charges.
8.4.6 There is considerable sensitivity to the room values. This input is based on our
research and experience from other areas but may be liable to challenge.
Nevertheless, the construction costs are the most significant factor.
8.4.7 We also are conscious that other neighbouring authorities have adopted CIL
charging for Hotel development. For instance, Basingstoke & Deane have
adopted a charge of £40 per m2 and East Hants £70 per m2. We would expect
that these have been predicated on higher room rates and occupancy levels
than we consider achievable in Hart.
8.4.8 We conclude that there is insufficient viability to allow any surplus to be able to
justify a CIL charge for new hotel development.

Category

Hotel-

100

bed

Rent
per
Room

Yield

£4,500

5.5%

CIL
Charge

Residual
Land
Value/Ha

Threshold

0

Negative

£1.2m

Value/Ha

budget style

Figure 3 - Viability of hotel development

8.5

Uses within Class C2 - Residential Institutions

8.5.1 We have considered uses within the Class C2 category which covers residential
institutions such as Very Sheltered Housing, Nursing Homes and Residential
Care Homes. Also within this Use Class are hospitals, boarding schools and
residential training centres. Class C2A covers Secure Residential Institutions
such as prisons and custody centres as well as military barracks.
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8.5.2 The residential care homes, nursing homes and Very Sheltered Housing
markets are split almost equally between those that are used, and hence paid
for by the public sector, and those that provide for private patients and income.
As both types fall under the same use class it would not be appropriate or
straightforward to differentiate between the two types.
8.5.3 Some Extra Care Housing will fall under Class C3 and will be covered by the
findings of the separate Residential Viability element of this study. Generally
the care home type of establishments have much higher proportions (25% to
30% of total floor space) of non-income producing floor areas such as corridors,
day rooms, wardens’ accommodation, laundries and other communal areas.
Whereas others with less communal space may only have 15% of the Gross
internal floor area given to these uses.
8.5.4 Consequently,
developments.

their

construction

costs

are

higher

than

residential

8.5.6 We have modelled a typical 60-bed care home based on a typical ensuite room
size of approximately 42m2 and rental income based on £180 per m2 per
annum. We have assumed an institutionally acceptable lease is granted and the
let investment is sold for a yield showing 6.0%. We have allowed for a 20%
developers profit although this would probably be pre-let. In which case the
developer may accept a lower return for the reduced risk. Nevertheless a 2-35
reduction in the profit level does not alter the outcome which is a negative land
value.
8.5.7 On this basis, we consider that a £nil CIL charge rate is appropriate for these
types of uses.
8.5.8 For other C2 and C2a uses, the occupation generally does not generate revenue
and is usually funded by public money. Even when services within these
categories are contracted out, they are usually subsidised by public funding.

Category

Rent

Yield

per
m2

C2- 60 bed care home

£180

6.0%

CIL

Residual

Threshold

Charge

Land
Value/Ha

Value/Ha

0

Negative

£1.2m

Figure 4 – Viability of C2 use without CIL charge
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9.

Understanding the Viability Appraisal Outcome

9.1

We provide in the non-residential appendices a summary appraisal for the
various uses. As stated earlier there are a large number of inputs and there is
the need to test the sensitivity of several of the variables such as rent against
yield shifts, rent changes against construction cost changes, yield shifts against
construction costs and so on. Consequently it would not be appropriate to
provide an appraisal for each and every combination here. Rather we have
provided the most relevant selection to show the outcome of the values and
costs considered appropriate to the area.

9.2

With each one is a sensitivity table showing the most likely or significant
variables. These tables show the outcomes as the level of residual land value
and amount of the developers profit.

9.3

Each appraisal shows the inputs used and starts with calculating the Gross
Development Value (GDV) based on an assumed size of building. From this the
purchaser’s costs of acquiring the completed development are taken off on the
standard assumption that the development will be sold and the purchaser will
have stamp duty land tax, legal and agent’s/valuer’s fees to pay for.

9.4

The next section shows the residual land value left after all the development
costs are deducted. In brackets is the rate per hectare determined by the size
of the site that has been inputted. This is taken from the Table of Values where
the percentage of site coverage has been calculated proportionate to the size of
the building.

9.5

The following section then shows the Gross Development Costs (GDC) incurred
in the construction of the building. As stated these are generic with construction
costs drawn from the BCIS Index and do not allow for site-specific items. Within
these costs may be the tested CIL amount as the developer would allow for the
charge as a development cost.

9.6

The costs of disposing of the let investment are shown. This is followed by the
costs of financing the purchase of the site and the interest charges for financing
the construction costs and possibly the holding costs during any marketing
period.

9.7

The amount of the standard developer’s profit of 20% of the costs is shown
towards the bottom showing the reward for the risk of the development. Some
valuers will calculate the developer’s profit as a percentage of the GDV but in
the current uncertain economic times it has been found that commercial
developers are more concerned to make a reasonable margin on their actual
costs including the land value, rather than the more hypothetical GDV.

9.8

The final section shows other key Performance Indicators such as a comparison
to the profit as a percentage of the GDV and the Internal Rate of Return (IRR).
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CONCLUSIONS
10. Non-Residential Conclusions
10.1

This study has been prepared at a time when the commercial property markets
have been showing low levels of both development and occupier activity.
Consequently, the values used have been relatively low but are showing signs
of increasing. There is a great deal of economic uncertainty with international
events making it difficult to make accurate medium to long term forecasts of
the impacts on the domestic economy.

10.2

The effects of the UK leaving the EU may not be seen in the commercial
property market for several more years. Therefore, the values and costs used
reflect the current circumstances at the time of this report and do not factor in
any significant changes.

10.3

Where a CIL charge has been recommended, we have allowed a sufficient
buffer to allow for fluctuations not only in site specific costs but also this can
accommodate shifts in general market values and costs.

10.4

One would expect the usual property cycle to prevail whereby as the economy
improves occupier demand improves, investor confidence increases and
development activity also increases. When this stage is seen, we would
recommend that this viability study is reviewed.

10.5

In the following table, we set out a summary of our recommendations from
these findings and resulting from the evidence in the appendices. This would
form the basis of a Preliminary Draft Charging Schedule when combined with
the recommendations for residential forms of development (see overleaf):
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Proposed Hart District Councils
CIL Rate – per m2

Use
Retail – Class A1 other than
Supermarkets and Retail
Warehouses

£nil

Financial and Professional
Services – Class A2

£nil

Restaurants, cafes and Drinking
Establishments - Class A3/A4

£nil

Hot Food Takeaways - Class A5

£nil

Supermarkets- Class A1

£120

Retail Warehouse- Class A1

£120

Office & Business Uses - Class B1

£nil

Industrial/Warehousing - Class
B2 –B8

£nil

Hotels - Class C1

£nil

Residential institutions – Class C2

£nil

11. Residential Conclusions
11.1

From the evidence gained during the production of this report, we would
conclude as follows as to the viability of Hart’s proposed new policies, including
the possible introduction of a Community Infrastructure Levy.

11.2

We would conclude that the viability of new development in Hart would not be
put at risk through the introduction of the proposed new policies, as set out in
this report, subject to further comment about high density flat developments.

11.3

In addition to these policies, we would conclude that Hart can afford to consider
a CIL charge on residential property at the following rates:
VP1 Blackwater

With affordable £50. Without affordable £150.

VP2 Yateley
VP3 Hook

With affordable £50. Without affordable £150.
With affordable £125. Without affordable £225.

VP4 Fleet
VP5 Church

With affordable £125. Without affordable £225.

Crookham
VP6 Odiham
VP7 Hartley
Wintney

With affordable £125. Without affordable £225.
With affordable £200. Without affordable £275.
With affordable £200. Without affordable £275.
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11.4

We believe that we have applied sufficient buffers to these CIL rates, such that
development should not be at risk if relatively minor abnormal costs are
experienced in site-specific circumstances.

11.5

We have noted the viability pressure experienced by high density flat
developments, particularly in lower value locations. We would recommend that
Hart consider whether such sites are likely to constitute a significant element of
housing supply, in order to give appropriate weight to the viability findings. In
the event that a CIL is adopted, it is possible that a degree of flexibility might
be required in the imposition of other policy-based costs.

11.6

With regard to strategic sites we would conclude that it is difficult to be
prescriptive about likely CIL costs, in the absence of full awareness of future
infrastructure requirements. From the surpluses that we have seen, based upon
the allowed costs, we would say that they should be viable. Hart Council might
conclude, however, that a zero CIL charge might be appropriate for strategic
sites to allow infrastructure requirements to be negotiated through s106
agreements.

11.7

The research for both sales values and build costs was carried out during the
summer of 2016. In the event that a CIL is adopted by Hart, we would
recommend that consideration is given to a review in, say three years. The
timing of a review would usually depend upon future movements in sales values
and build costs. Given the potential for an uncertain short term economic
future, we would conclude that this would be an appropriate interval for a
review.
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