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1.0 Introduction 

Urban Vision Partnership Limited/Capita Symonds carried out viability assessments for 

Breckland Council to inform the Draft Charging Schedule for the proposed Community 

Infrastructure Levy (CIL) with the findings being submitted to the Council in a report in 

December 2012. 

The Council subsequently consulted on the Preliminary Draft Charging Schedule for its CIL 

between 15th April and 28th May 2013. This represented the first round of consultation as 

required under the Community Infrastructure Levy Regulations 2010 (as amended 2011, 

2012, and 2013). Following consideration of the representations received during this 

consultation, the Council has requested Urban Vision undertakes an additional piece of 

work to support the viability assessment. This is intended to further inform the CIL rates 

proposed within the Draft Charging Schedule and enhance the evidence base to support a 

public examination into the Charging Schedule. 

This report is to be read alongside the original December 2012 report. 
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2.0 The Brief 

The additional work required predominantly relates to the retail and residential scenarios 

which were tested during the viability assessment and the assumptions which informed 

them. The following pieces of additional work have been requested: 

Retail Scenarios  

1. The notional A1 retail scenarios tested within the 2013 Viability Assessment for 

3,000 square metre and 5,000 square metre foodstores will be reassessed to 

include typical section 106 and section 278 costs. The Council has confirmed that 

these costs amount to £100,000 for each scenario. 

  

2. An Assessment of the difference in rental yields between retail foodstores and 

retail warehousing for bulky goods.  

 

3. A scenario tested for a 1,000 square metre A1 retail warehouse. The scenario 

should be tested for both a town centre site and a site outside of the designated 

town centre. The scenario will include the typical assumptions as set out within the 

retail scenarios for the 2013 Viability Assessment. 

 

4. All retail scenarios over 1,000 square metres should be re-assessed to include 

assumptions for BREEAM costs. Developments over 1,000 square metres are 

required to meet BREEAM ‘excellent’ standard, this is in accordance with national 

guidance. 

 

Residential Scenarios 

1. Re-assessment of the residential scenarios to include higher levels of section 106 

costs. The higher levels of section 106 agreements are associated with including 

the education contribution within s106 rather than through CIL. The Council has 

confirmed that the additional s106 contribution is to be assumed at £5,000 per 

unit. 

 

Other work required 

1. Further advice is also sought on the level of ‘viability cushion’ above benchmarked 

land values. 
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3.0 Retail Scenarios 

3.1 Section 106 and Section 278 Costs 

The Council has advised that it wishes the notional A1 retail scenarios tested within the 

2013 Viability Assessment for 3,000 square metre and 5,000 square metre foodstores to be 

reassessed to include typical section 106 and section 278 costs. The Council has confirmed 

that these costs amount to £100,000 for each scenario. 

 

The impact of these additional costs on residual land value and potential CIL rates, with all 

other assumptions as used previously, is illustrated in the table below: 

 

Scenario Area 

(sq.m.) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

3,000 

 

2,690,018 2,591,075 2,372,160 218,915 105.95 72.97 Retail 

Foodstore – 

Out of 

Centre 

5,000 4,483,364 4,384,421 3,953,600 430,821 105.95 86.16 

3,000 

 

1,495,325 1,396,382 2,134,920 0 0 0 Retail 

Foodstore – 

Town 

Centre 

5,000 2,492,208 2,393,265 3,558,200 0 0 0 

 

The sensitivity testing that was carried out for the original report, reducing contingencies to 

2.5% and reducing external works to 15% and 10% of construction costs, has been applied 

to the scenario including section 106 and section 278 contributions with the affect on 

potential CIL rates as follows: 

 

Scenario 

Area 

(sq.m.) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

3,000 

 

2,934,448 2,835,505 2,372,160 463,345 187.43 154.45 Out of 

Centre – 

15% 

externals 

5,000 4,890,750 4,791,807 3,953,600 838,207 187.43 167.64 

3,000 

 

1,739,755 1,640,812 2,134,920 0 0 0 Town 

Centre – 

15% 

externals 
5,000 2,899,594 2,800,651 3,558,200 0 0 0 

3,000 

 

3,005,056 2,906,113 2,372,160 533,953 210.97 177.98 Out of 

Centre – 

10% 

externals 
5,000 5,153,281 5,054,338 3,953,600 1,100,738 239.94 220.15 

3,000 

 

1,897,274 1,798,331 2,134,920 0 0 0 Town 

Centre – 

10% 

externals 
5,000 3,162,126 3,063,183 3,558,200 0 0 0 
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3.2 Yield Analysis 

Previous scenarios only included for foodstores within the A1 use class. Evidence compiled 

within the previous report discusses an equivalent yield of 6% for out of town retail and 

6.5% for town centre retail for the scenarios required. 

We have now been instructed to look more closely into yield differences specifically 

between retail foodstores and secondary retail warehousing (bulky goods).  The table 

below illustrates the general trends which indicate an approximate 2% shift across the 

covenant strength ranges.  Prime retail warehousing generally sits between the two 

however with restricted planning use to bulky goods secondary yields are most 

appropriate.      

 

Retail Warehousing Yield Matrix – Latest figures adapted from LSH Yield Matrix Q2 2013 and 

Capita Symonds Perception June 13  

The LSH (Lambert Smith Hampton) yield matrix is similar to the Capita Symonds Perception 

figures which provide and highlight typical investment yields within specific property 

sectors, both of these data sets have been used in comparison to support limited specific 

market information available and are both therefore relevant.  We have also considered 

market information such as the Investment Property Databank (IPD) UK Supermarket 

Investment Report 2012 that states demand for supermarket investments remains 

exceptionally high.  This report highlights that over £1.2bn of stock was traded in 2012 

achieving an average net initial yield of 4.93%.   

Turning to the retail warehouse sector; IPD states that this sector has continued to 

outperform the other retail sub-sectors on an annual basis to October 2012 with prime 

warehouse yields at 5.35% and 6.5% for bulky goods use (prime covenant).        

Food superstores are probably one of the most attractive asset class for property, this is 

due to a number of reasons including; long leases, strong tenant covenant, relative scarcity, 

significant property holding and that they are usually located in highly accessible town 

locations.  Additional factors such as fixed uplifts within leases can offer investors enhanced 

returns.  When considering “Prime and National” tenant covenants an assessment of risks 

to the investor need to be considered; a “prime” covenant would be one that represents 

Prime Covenant Yield 

Range 

National Covenant 

Yield Range 

Small companies / 

individuals Yield 

Range 

Asset 

10 Year 

term 

25 year 

term 

10 Year 

term 

25 year 

term 

10 Year 

term 

25 year 

term 

Retail Foodstore  

 
5.25% 4.25% 6.75% 5.75% 7.50% 7.25% 

Retail warehouse 

(prime) 
6.25% 5.25% 7.00% 6.75% 8.50% 8.25% 

Retail warehouse 

(secondary)  
7.00% 6.50% 8.00% 7.50% 9.25% 9.00% 
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the least risk possible to the investor; risks  including void periods, non payment of rent and 

breach of covenants.  A “National” covenant would hold an increased risk in these elements 

and so on down to the higher risk smaller or individual companies.  For example a large 

purpose built food superstore in a good location, let to an internationally trading 

supermarket on a 25 year term with fixed uplifts would be considered “prime” covenant.   

We have researched the market and identified that prime foodstores command yields of 

between 4 - 4.5% on a 25+ year term with 5 yearly capped reviews, linked to RPI, which is 

reasonably consistent with the matrix above.  There is difficulty however determining 

appropriate yields on retail warehousing for bulky goods as this is likely to be less desirable 

when compared to an open A1 (non food) planning consent with the main driver being 

demand, particularly in a locality such as Breckland.  Secondary retail warehouse appears 

most appropriate.   

Given the increased possibility that locations within the region are likely to be less than 

prime, a national covenant strength is considered most appropriate.  For the purposes of 

CIL report I would recommend adopting an equivalent yield of 5.5% for retail foodstores 

and 7.5% for retail warehousing for bulky goods (secondary).         

Some initial research has been carried out into rental differences between retail foodstores 

and secondary retail warehousing, however given the difficult market conditions and 

inherent lack of transactions, there is very little evidence within the local area in order to 

determine specific differences at present 

 

3.3 Retail Warehousing 

As requested, a scenario for a 1,000 square metre A1 retail warehouse has been tested for 

both a town centre site and a site outside of the designated town centre. The appraisal 

includes the typical assumptions as set out within the retail scenarios for the previous 2013 

Viability. Rental values and land values are as adopted for the retail foodstore scenarios. 

 

The appraisals are summarised below: 

 

Scenario Site Area 

(ha) 

Residual Site 

Value 

Benchmark Site 

Value 

Surplus 

available for CIL 

Maximum CIL 

(£/sq.m.) 

Retail 

Warehouse - 

Out of town 

0.4 896,673 790,400 106,273 106.27 

Retail 

Warehouse - 

Town Centre   

0.4 

 

 

498,441 711,640 0 0 
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Again, sensitivity analysis reducing contingencies to 2.5% and external works to 15% and 

10% of construction costs has been carried out: 

 

Scenario Externals Previous 

Residual 

Site Value  

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous  

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

15% 

 

896,673 910,895 790,400 120,495 106.27 120.50 Retail 

Warehouse 

- Out of 

town 

10% 

 

896,673 966,015 790,400 175,615 106.27 175.62 

15% 

 

498,441 579,919 711,640 0 0 0 Retail 

Warehouse 

- Town 

Centre   
10% 

 

498,441 632,426 711,640 0 0 0 

 

 

3.4 BREEAM 

Developments over 1,000 square metres are required to meet BREEAM (Building Research 

Establishment Environmental Assessment Method) ‘excellent’ standard, this is in 

accordance with national guidance and the Council has requested all retail scenarios over 

1,000 square metres be re-assessed to include additional assumptions for BREEAM costs. 

 

BREEAM rewards building performance which delivers environmental, comfort or health 

benefits and works on a points or ‘credits’ system, grouping the environmental impacts of a 

development into the following areas:  

 

• Energy: operational energy and carbon dioxide (CO2)  

• Management: management policy, commissioning, site management and 

procurement  

• Health and Wellbeing: indoor and external issues (noise, light, air, quality etc)  

• Transport: transport-related CO2 and location related factors  

• Water consumption and efficiency  

• Materials: embodied impacts of building materials, including lifecycle impacts like 

embodied carbon dioxide  

• Waste: construction resource efficiency and operational waste management and 

minimisation  

• Pollution: external air and water pollution  

• Land Use: type of site and building footprint  

• Ecology: ecological value, conservation and enhancement of the site  

 

The total number of points or credits gained in each section is multiplied by an 

environmental weighting factor which takes into account the relative importance of each 

section. Section scores are then added together to produce a single overall score.  This 

overall score is then translated into a rating; pass, good, very good, excellent or 

outstanding. 
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According to the RICS there is no definitive guide to estimating the cost uplift of 

undertaking BREEAM and achieving higher BREEAM ratings, however there is an inevitably 

that there will be an increase in costs.   

There have been a number of different studies to try and quantify the increases in build 

costs.  Most recently, reports by Target Zero, stated on their web site to have conducted 

the largest and most comprehensive study undertaken to date to assess and compare the 

sustainability performance of new non-domestic buildings in the UK, considered a number 

of case studies across different non-domestic sectors and provided average capital cost 

uplifts associated with achieving BREEAM ‘very good’, ‘excellent’, and ‘outstanding’.   

Below is a summary of their relevant findings: 

Capital construction cost uplift for a range of buildings and ratings 

Rating Warehouse Supermarket Office Mixed use 

Very good 0.04% 0.24% 0.17% 0.14% 

Excellent 0.4% 1.76% 0.77% 1.58% 

Outstanding 4.8% 10.1% 9.83% 4.96% 

 

Any cost uplift will vary between developments and factors such as the impact of the site’s 

location and the design and specification need to be considered on a case by case basis.    

In order to achieve an ‘excellent’ rating, locations with poor transport links and ecological 

value can increase costs by between 0.9% and 3.7% and higher (BRE Trust, 2005).  

Developers would have to target more costly credits where transport and ecologic value 

could not be improved. 

In addition to the above further fees will be incurred on a BREEAM scheme including the 

commission of a BREEAM assessor and requirement of certification fees.     

Overall there is some debate to the actual assumptions when it comes to the increased 

costs of achieving a high standard BREEAM (very good, excellent or outstanding).  Based on 

limited information and research we have assumed that the increase in costs will be at the 

higher end of the scale in Breckland and recommend an overall 5% increase in construction 

costs including associated fees should be adopted as an assumption for BREEAM 

‘excellent’.   

Whilst outside the scope of instructions it should be noted that if a development is aiming 

to achieve an ‘outstanding’ rating, research suggests that costs start to increase rapidly 

when compared to the lower ratings.     

The appraisals for Retail Foodstores and Retail Warehousing (Bulky Goods) have been re-

assessed, building in an allowance to achieve BREEAM “excellent” standard, these being 

the only retail scenarios of 1,000 sq.m. or more. The appraisals assume 20% of construction 

costs for external works, 5% contingency with an allowance of £100,000 for section 

106/section 278 payments in respect of the 3,000 and 5,000 square metre foodstore 

scenarios only. The results are summarised below: 
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Scenario Area 

(sq.m.) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

3,000 2,934,448 

 

2,375,684 2,372,160 3,524 187.43 1.17 Retail 

Foodstore – 

Out of 

Centre 

5,000 4,890,750 4,025,436 3,953,600 71,836 187.43 14.37 

3,000 1,739,755 

 

1,180,991 2,134,920 0 0 0 Retail 

Foodstore – 

Town 

Centre 

5,000 2,754,740 2,034,281 3,558,200 0 0 0 

Retail 

Warehouse 

– Out of 

Centre 

1,000 896,673 825,333 790,400 34,933 106.27 34.93 

Retail 

Warehouse 

– Town 

Centre 

1,000 498,441 427,102 711,640 0 0 0 

 

Adopting the same sensitivity analysis through reducing external works and contingency on 

the scenarios including uplift for BREEAM, the maximum CIL levels are adjusted to: 

External works @ 15% of construction cost; 2.5% contingency 

Scenario Area 

(sq.m.) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

3,000 2,934,448 

 

2,632,415 2,372,160 260,255 187.43 86.75 Retail 

Foodstore – 

Out of 

Centre 

5,000 4,890,750 4,453,321 3,953,600 499,721 187.43 99.94 

3,000 1,739,755 

 

1,437,722 2,134,920 0 0 0 Retail 

Foodstore – 

Town 

Centre 

5,000 2,754,740 2,462,166 3,558,200 0 0 0 

Retail 

Warehouse 

– Out of 

Centre 

1,000 896,673 910,895 790,400 120,495 106.27 120.50 

Retail 

Warehouse 

1,000 498,441 512,653 711,640 0 0 0 
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– Town 

Centre 

 

 

External works @ 10% of construction cost; 2.5% contingency 

Scenario Area 

(sq.m.) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

3,000 2,934,448 

 

2,797,860 2,372,160 425,700 187.43 141.90 Retail 

Foodstore – 

Out of 

Centre 

5,000 4,890,750 4,729,064 3,953,600 775,464 187.43 155.09 

3,000 1,739,755 

 

1,603,551 2,134,920 0 0 0 Retail 

Foodstore – 

Town 

Centre 

5,000 2,754,740 2,737,908 3,558,200 0 0 0 

Retail 

Warehouse 

– Out of 

Centre 

1,000 896,673 966,015 790,400 175,615 106.27 175.62 

Retail 

Warehouse 

– Town 

Centre 

1,000 498,441 567,784 711,640 0 0 0 

 

3.5 Summary 

Maximum CIL rates for each of the retail scenarios subject to the various levels of sensitivity 

analysis are summarised below: 

Scenario Area 

(sq.

m) 

Headline 

(original 

report) 

Inc 

s106/278 

15% 

externals 

15% 

externals

; Inc 

s106/278 

10% 

externals 

10% 

externals

; Inc 

s106/278 

BREEAM; 

Inc 

s106/278 

BREEAM;  

15% 

externals

; Inc 

s106/278 

BREEAM;  

10% 

externals

; Inc 

s106/278 

 

3,000 105.95 

 

72.97 187.43 154.45 210.97 177.98 1.17 86.75 141.90 Retail 

Foodstore – 

Out of 

Centre 5,000 105.95 

 

86.16 187.43 167.64 239.94 220.15 14.37 99.94 155.09 

3,000 0 

 

0 0 0 0 0 0 0 0 Retail 

Foodstore – 

Town 

Centre 5,000 0 

 

0 0 0 0 0 0 0 0 

Retail 

Warehouse 

– Out of 

Centre 

1,000 106.27 n/a 120.50 n/a 175.62 n/a 34.93 

(no 

s106) 

120.50 

(no 

s106) 

175.62 

(no 

s106) 
Retail 1,000 0 n/a 0 n/a 0 n/a 0 0 0 
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Warehouse 

– Town 

Centre 

 

 

4.0 Residential Scenarios 

The viability appraisals have been re-run for the scenarios that previously produced a viable 

scheme with sufficient to support a level of CIL. Those producing either a negative residual 

land value or insufficient to support CIL have not been retested as the additional s106 

contribution will only increase development costs and further reduce viability. 

The Council has confirmed the additional s106 cost for education contributions at £5,000 

per unit. The previous appraisals assumed s106 costs at £1,000 per unit for market town 

sites (greenfield and brownfield) and village sites with other small sites below the 

affordable housing threshold at £750 per unit. 

All other assumptions are as previously adopted and positive scenarios have been re-

appraised including sensitivity testing previously carried out based on reduced levels of 

affordable housing, reduced developer’s profit levels and reduced costs for external works. 

The development scenarios tested were (assuming 40% affordable housing provision): 

Scenario Density 

(units/ha) 

No. of units Development Area 

(sq.m.) 

Site Area  

(ha) 

 

45 

 

200 15,230 4.4 

30 

 

200 17,620 6.67 

Market Town 

Greenfield 

 

 

 20 

 

200 17,620 10 

45 

 

25 1,896 0.56 Market Town 

Brownfield 

 

 

30 25 2,215 1.2 

Village 

 

20 15 1,336 0.75 

Other 

 

24 4 420 0.17 

 

The affect on viability and therefore possible CIL rates is illustrated in the following tables 

with all appraisals relating to the High Value Zone unless stated. 

 4.1 Headline Assumptions 

Only two scenarios produced viable schemes to support CIL with all headline assumptions 

reflected in the appraisals. 
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Assumptions include: 

• 40% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 20% developer’s profit  

• 20% of construction costs for external works. 

Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

Market 

Town 

Greenfield 

30 3,141,940 2,370,513 2,881,440 0 14.78 0 

Other 

 

24 148,312 130,039 73,440 56,599 178.26 134.76 

 

4.2  Sensitivity Tests 

4.2.1 Sensitivity tests were carried out to reflect  

• reduced levels of affordable housing provision at 35% and 25%,  

• reduced developer’s profit level to reflect a reduced risk associated with the 

affordable units,  

• reduced costs for external works as a percentage of construction costs at 15% and 

10%,  

• reduced contingency from 5% to 2.5% 

• reduced sales fees of 3.5% again to reflect the affordable units 

4.2.2 Assumptions include: 

• 35% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 20% developer’s profit  

• 20% of construction costs for external works.  

• The development area for the Market Town Greenfield site is 17,726 square 

metres. 

Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

Market 

Town 

Greenfield 

30 3,775,312 3,005,660 2,881,440 124,220 50.43 7.01 

Other 

 

24 148,312 130,039 73,440 56,599 178.26 134.76 

 

 

 



 

14 

 

 

 

4.2.3 Assumptions include:  

• 25% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 20% developer’s profit  

• 20% of construction costs for external works.  

• The development area for the Market Town Greenfield site is 17,794 square 

metres. 

Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

Market 

Town 

Greenfield 

30 4,215,216 3,446,636 2,881,440 565,196 74.97 31.76 

Other 

 

24 148,312 130,039 73,440 56,599 178.26 134.76 

 

4.2.4 Assumptions include: 

• 40% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 15.5% developer’s profit to reflect 20% on market housing and 5% on affordable 

units  

• 20% of construction costs for external works.  

Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

Market 

Town 

Greenfield 

30 4,146,899 3,384,718 2,881,440 503,278 74.97 28.56 

Other 

 

24 148,312 130,039 73,440 56,599 178.26 134.76 

 

4.2.5 Assumptions include: 

• 25% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 17.5% developer’s profit to reflect 20% on market housing and 5% on affordable 

units  

• 20% of construction costs for external works. 
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Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

40 2,313,978 

 

1,544,437 1,900,800 0 27.13 0 

30 4,809,078 

 

4,045,243 2,881,440 1,163,803 109.40 66.05 

Market 

Town 

Greenfield 

20 4,809,078 

 

4,045,243 4,320,000 0 27.76 0 

Other 

 

24 148,312 130,039 73,440 56,599 178.26 134.76 

 

4.2.6 Assumptions include: 

• 40% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 15.5% developer’s profit to reflect 20% on market housing and 5% on affordable 

units  

• 15% of construction costs for external works.  

• 2.5% contingency 

Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

40 2,816,667 

 

2,053,109 1,900,800 152,309 60.14 10.00 

30 5,358,286 

 

4,598,564 2,881,440 1,717,124 140.57 97.45 

Market 

Town 

Greenfield 

20 5,358,286 

 

4,598,564 4,320,000 278,564 58.93 15.81 

Village 15 328,206 

 

260,853 324,000 0 3.15 0 

Other 

 

24 175,170 156,897 73,440 83,457 242.21 198.71 

 

4.2.7 Assumptions include: 

• 25% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 17.5% developer’s profit to reflect 20% on market housing and 5% on affordable 

units  

• 15% of construction costs for external works.  

• 2.5% contingency 
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Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

40 

 

3,415,023 2,649,956 1,900,800 749,156 98.73 48.85 

30 

 

6,033,257 5,271,852 2,881,440 2,390,412 177.13 134.34 

Market 

Town 

Greenfield 

20 

 

6,033,257 5,271,852 4,320,000 951,852 96.28 53.49 

Market 

Town 

Brownfield 

45 310,323 200,265 241,920 0 35.79 0 

Village 15 

 

353,240 285,887 324,000 0 21.92 0 

Other 

 

24 175,170 156,897 73,440 83,457 242.21 198.71 

 

4.2.8 Assumptions include: 

• 40% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 15.5% developer’s profit to reflect 20% on market housing and 5% on affordable 

units  

• 10% of construction costs for external works.  

• 2.5% contingency 

Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

40 

 

3,322,049 2,560,107 1,900,800 659,307 93.32 43.29 

30 

 

5,903,113 5,144,214 2,881,440 2,262,774 171.49 128.42 

Market 

Town 

Greenfield 

20 

 

5,903,113 5,144,214 4,320,000 824,214 89.85 46.78 

45 

 

294,964 184,906 241,920 0 27.98 0 Market 

Town 

Brownfield 30 

 

577,130 467,072 518,400 0 26.51 0 

Village 15 

 

382,376 315,023 324,000 0 43.69 0 

Other 

 

24 192,497 174,223 73,440 100,783 283.47 239.96 
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4.2.9 Assumptions include: 

• 25% affordable housing (75% affordable rent; 25% intermediate ownership),  

• 17.5% developer’s profit to reflect 20% on market housing and 5% on affordable 

units  

• 10% of construction costs for external works.  

• 2.5% contingency 

 

Scenario Density 

(units/ha) 

Previous 

Residual 

Site Value 

Revised 

Residual 

Site Value 

Benchmark 

Site Value 

Surplus 

available 

for CIL 

Previous 

Maximum 

CIL 

(£/sq.m.) 

Revised 

Maximum 

CIL 

(£/sq.m.) 

High Value Zone  (Benchmark Site Value £432,000/ha) 

 

40 

 

3,924,624 3,161,094 1,900,800 1,260,294 131.96 82.17 

30 

 

6,584,590 5,824,079 2,881,440 2,942,639 208.11 165.37 

Market 

Town 

Greenfield 

20 

 

6,584,590 5,824,079 4,320,000 1,504,079 127.27 84.53 

45 

 

383,948 317,913 241,920 75,993 74.32 39.77 Market 

Town 

Brownfield 30 

 

587,667 521,633 518,400 3,233 31.40 1.47 

Village 15 

 

407,329 339,976 324,000 15,976 62.46 11.98 

Other 

 

24 192,497 174,223 73,440 100,783 283.47 239.96 

Medium Value Zone (Benchmark Site Value £371,000/ha)  

 

Market 

Town 

Greenfield 

30 2,966,363 2,200,059 2,474,570 0 27.64 0 

Other 24 

 

79,237 60,964 63,070 0 38.49 0 
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4.3 Summary 

The maximum CIL rate for each scenario under the different sensitivity test and assuming 

the increased section 106 contribution is summarised as follows: 

  

Scenario Density 
(unit/ha) 

Headline 35% Aff. 

Housing 

25% Aff. 

Housing 

40% Aff. 

Housing; 

Reduced 

profit 

25% Aff. 

Housing; 

Reduced 

profit 

40% Aff. 

Housing; 

Reduced 

profit; 

15% 

Externals 

25% Aff. 

Housing; 

Reduced 

profit; 

15% 

Externals 

40% Aff. 

Housing; 

Reduced 

profit; 

10% 

Externals 

25% Aff. 

Housing; 

Reduced 

profit; 

10% 

Externals 

High Value Zone  

 

40 

 

0 0 0 0 0 10.00 48.85 43.29 82.17 

30 

 

0 7.01 31.76 28.56 66.05 97.45 134.34 128.42 165.37 

Market 

Town 

Greenfield 

20 

 

0 0 0 0 0 15.81 53.49 46.78 84.53 

45 

 

0 0 0 0 0 0 0 0 39.77 Market 

Town 

Brownfield 
30 

 

0 0 0 0 0 0 0 0 1.47 

Village 15 

 

0 0 0 0 0 0 0 0 11.98 

Other 

 
24 134.76 134.76 134.76 134.76 134.76 198.71 198.71 239.96 239.96 
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5.0 Viability Cushion 

5.1 Harman Guidance 

The Local Housing Delivery Group, a cross-industry group involving a broad group of 

stakeholders with an interest in home building in England and chaired by Sir John Harman, 

was set up in 2011 to respond to the Government’s challenge to boost the delivery of new 

homes, to simplify housing standards where possible, and to support growth and high 

standards in home building by helping local authorities and developers find agreed ways in 

which they can fulfil their obligations under the new National Planning Policy Framework 

(NPPF). Whilst the guidance is aimed at Local Plan policies, it has also been applied to the 

development of CIL charges. 

 

One of the issues considered by the Group was that of Threshold Land Values used to 

benchmark residual values from viability appraisals to ensure the aspirations of land 

owners is taken into account in assessing viability. 

 

The Group’s report, “Viability Testing – Local Plans – Advice for Planning Practitioners” 

(June 2012), states that the Threshold Land Value should represent the value at which a 

typical willing landowner is likely to release land for development, before payment of taxes 

(such as capital gains tax) and recommends that it should be based on a premium over 

current use values and credible alternative use values. Such a premium should be 

determined locally but there should be evidence that it is sufficient to persuade 

landowners to sell. 

 

The report goes on to suggest that it should not be assumed that land will come forward 

for development at the margins of viability when setting a Threshold land Value and that 

authorities should consider incorporating a “viability cushion” in the viability testing to 

ensure that sites upon which the Local Plans rely within the first 5 years, will likely come 

forward. For non-urban sites or urban extensions, where land owners may take a longer 

term view on a disposal, this can be less straight forward, particularly on large Greenfield 

sites where a landowner is potentially making a once in a lifetime decision to sell. In such 

cases, the uplift on current use value could be significantly higher than for an urban site. 

 

5.2  Greater Norwich Development Partnership CIL Report 
  

The Planning Inspectorate report on the examination of the draft CIL charging schedules for 

Broadland District Council, Norwich City Council and South Norfolk Council to the Greater 

Norwich Development Partnership dated 4
th

 December 2012 reiterated the guidance that it 

should not be assumed that land will come forward for development at the margins of 

viability and recommended the use of a “viability cushion”.  

 

The Examiner refers in his report to the fact that, whilst the cost of CIL needs to come 

largely from the land value, it is necessary to establish a threshold land value, ie the value 

at which a typical willing landowner is likely to release (dispose of) land for development. 

Based on market experience in the Norwich area, the Councils’ viability work assumed that 
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a landowner would expect to receive at least 75% of the benchmark value 

and held that, whilst this assumption is variable and individual circumstances will dictate 

what a landowner will actually accept, in the absence of contrary evidence a maximum 25% 

reduction in benchmark values is a reasonable assumption in calculating a threshold land 

value. 

 

 

The report stated that, whilst the Councils were aware of this and believed they had 

allowed an adequate cushion, the cushion allowed for was, in fact, inadequate. The 

Examiner stressed the point in relation to Greenfield sites where landowners would be 

making that once in a lifetime decision to dispose of a site and are usually not forced or 

distressed sellers, particularly as a large proportion of anticipated development in the area 

will be on Greenfield sites.  

 

This, along with other factors, led the Examiner to the conclusion that the proposed CIL 

rate for residential development should be reduced. Following consideration of 

representations at the hearings, the overall conclusion was that the CIL rate be reduced for 

residential developments on Zones A and B be reduced by around 35% or more from that 

in the draft charging schedule. 

 

5.3 Approach in Breckland 

 
The approach taken in assessing potential CIL rates in Breckland was to produce residual 

valuations for the residential development scenarios agreed with the Council and adopting 

the stated assumptions, with the resulting values being the amount available to acquire the 

site with any surplus being the amount available for CIL following comparison with 

benchmark residential land values. 

 

Our initial report explained how the benchmark land values had been determined: 

 
5.14 There is no specific evidence of actual transactions for residential development 
sites against which to benchmark the residual values from the appraisals. 
 
5.15 The Valuation Office Agency Property Market Report 2011 indicates that land 
values for a suburban site of 0.5ha in Norwich were in the region of £1.6 million per 
hectare (£647,500/acre) as at 1st January 2011 assuming a maximum of 2 storey 
construction and density, Section 106 costs and affordable housing provision based 
on the market expectations for the locality. 
 
5.16 Discussions with local agents have indicated suggested lower land values 
within Breckland District, of £350,000/acre in Attleborough, £300,000 in Dereham, 
£260,000 in Swaffham, and £250,000 for Thetford and Watton. The villages achieve 
£250,000/acre. Their most recent site in Dereham had just sold for £295,000 an 
acre. These values are similar to those included within the SHLAA, and it has been 
advised that there has been no particular change in residential land values in the 
District in the last year. 
 
5.17 The rate of CIL is likely to have an impact on both the benchmark land value 
and the level of uplift value from the existing use, as the CIL will be paid from the 
residual value after all development costs. This includes the potential to depress 
land values. The validity of this approach has been endorsed by the Planning 
Inspectorate through the examination of the London Mayoral CIL. The examiners 
report stated: 
 
"the price paid for development land may be reduced....a reduction in development 
land value is an inherent 
part of the CIL concept" 
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5.18 The rural nature of Breckland district and the limited quantum of brownfield 
land, means that the majority of developments planned will occur on greenfield land. 
The uplift in value from greenfield (predominantly agricultural) land is still significant,  
 
 
with the current value of agricultural land in the District being in the region of £8,000 
per acre. 
 
5.19 The following land values have been adopted for each zone (taking into 
account local land sales, discussions with agents, land values within adjoining 
Districts, and a reduction in value related to CIL), against which to benchmark the 
residual valuations:  
 
High Value Zone:  £432,000/hectare (£180,000/acre) 
Medium Value Zone:  £371,000/hectare (£154,583/acre) 
Low Value Zone:  £371,000/hectare (£154,583/acre)  

 

The adopted benchmark values take account of the affect of CIL on land values and clearly, 

the higher the benchmark land value, the lower the value of CIL as the “surplus” available 

following site acquisition at the assumed benchmark value. The appraisals assume 

hypothetical scenarios and do not, and can not, account for specific circumstances that will 

be encountered on a site by site basis, be that abnormal ground conditions leading to 

increased costs or the aspirations of a particular land owner in relation to value. 

 

Initially, we had looked to adopt benchmark land values of £250-300,000/acre which were 

in line with those used in the Council’s Strategic Housing Land Availability Assessment but, 

having considered further and taking account of the affect CIL will have on land values as 

well as comments made in examiners’ reports (particularly that on the London Mayoral 

CIL), benchmark land values were reduced. 

 

Much of the development that will be forthcoming in Breckland over the course of the next 

few years will, as with that referred to in the Greater Norwich Development Partnership 

area, be on Greenfield sites which will, in most cases, likely to have a current use value in 

line with agricultural values. The indicative land values used to determine any surplus from 

the residual valuations for CIL represent a significant uplift from agricultural value and, 

whilst not every site will currently have agricultural value, demonstrates an appropriate 

“viability cushion” above existing use value to give a reasonable level of confidence that 

sites will be brought forward for development.    

 

Adopting the benchmark land values we have does demonstrate that we have considered 

the appropriate factors and allowed for a “viability cushion” in our assessments of viability. 

However, if landowners hold out for values in the region of those indicated by the VOA 

report and local agents, this will clearly adversely affect viability and the prospects of 

development. 

 

 

    


