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1. Introduction

Scope

1.1 Brentwood Borough Council (BBC / the Council) adopted the Brentwood Local Plan 2016-
2033 (the new Plan) at an Extraordinary Council meeting on the 23 March 2022. This
followed the receipt of the Inspectors’ Final Report on 23 February 2022'. When the Council
embarked on the Local Plan process, the implementation of Community Infrastructure Levy
(CIL) was to be progressed at the same time, however the CIL process was paused. The
Council is now reconsidering CIL.

1.2 HDH Planning & Development Ltd prepared the Local Plan Viability Assessment (HDH,
October 2018) and supported the Council through the plan-making and examination process.
The 2018 Local Plan Viability Assessment (LPVA) included consideration of CIL and the
following rates were recommended:

Table 1.1 Recommended Rates of CIL — October 2018
Development Type
Residential
West Horndon Masterplan Area £40/m?
Dunton Hills Garden Village £20/m?
All other Areas— (including older people’s housing) £200/m?
Retail
General Retail (excluding Food Supermarket) £80/m?
Food Supermarket A1 £140/m?
Hotel Development £100/m?
All Other Development £0/m?

Source: Table 13.9, LPVA (HDH October 2018)

1.3  The 2018 LPVA was considered in detail through the Local Plan Examination. The inspectors
concluded as follows:

Issue 10 — Whether the Plan is viable and capable of being effectively implemented, monitored
and reviewed. Viability

352. The Council’s viability assessment 2018 provides a robust assessment of the overall
cumulative impact of the policies in the Plan, in accordance with national policy, good practice
guidance and relevant regulations. It models appropriate development typologies that are likely
to come forward over the Plan period. For residential development this includes 25 specific
appraisals for different sized brownfield and greenfield modelled sites and four strategic sites,

" Report to Brentwood Borough Council by Yvonne Wright BSc (Hons) Dip TP DMS MSc MRTPI and Mike Worden
BA (Hons) Dip TP MRTPI. Inspectors appointed by the Secretary of State Date: 23 February 2022
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including the Dunton Hills Garden Village, which are appraised separately. Other typologies
include older people’s housing, employment uses, retail and leisure.

353. The values and assumptions used within the assessment and overall approach to viability
have been consulted on with the development industry. The Council has also had regular
communications with all the site promoters/developers of the larger strategic growth sites.
SoCG have been drafted for all large strategic sites, which conclude that the requirements set
out in the Plan can be viably met.

354. The assessments include all policy impacts, including affordable housing, defined
standards and the Council’s proposed Community Infrastructure Levy rate. They conclude that,
in most cases, development is viable, with some assessments demonstrating significant
viability margins, well above the defined viability threshold. Whilst some non-residential uses
are identified as being unviable, the viability assessment concludes that this is due to general
market conditions, rather than the cumulative impact of the Plan policies.

355. Overall therefore we are satisfied that the evidence credibly indicates that the cumulative
impact of the Plan’s policies will not put implementation of the Plan at serious risk.
It is clear that the viability evidence is sound and is the appropriate starting point for the
consideration of CIL.

This CIL Viability Assessment updates the 2018 LPVA, taking into account the changes in
costs and values and also picks up changes in national policy that have been made over the
last few years. Where possible the approach, the methodology and assumptions used in the
2018 LPVA are carried forward into this report, and are only changed where absolutely
necessary. This document follows the structure of the 2018 LPVA, setting out the out the
methodology used, the key assumptions adopted, and contains an assessment of the effect
of CIL on viability.

CIL is set having regard to a range of factors, one of which is viability. This report only
considers viability. Outside this report, the Council will consider the need for infrastructure,
other sources of funding (including the use of s106) and the track record of securing developer
contributions (including affordable housing).

The 2018 LPVA was informed by a consultation process with landowners, agents, and
developers that was held on 4™ September 2018. Representatives of the main developers,
development site landowners, their agents and housing providers were invited. The meeting
was used to set out the methodology, to test the assumptions, and to put the report in context.
A further consultation was carried out in May/June 2022. The notes taken at the presentation
are included in Appendix 4. In addition, five written responses were made. The comments
are responded to throughout this report.

In May 2022 the Government published the Levelling-up and Regeneration Bill. This includes
reference to a new national Infrastructure Levy. The Bill suggests that the Infrastructure Levy
would be set, having regard to viability, and makes reference to the Infrastructure Levy
Regulations. Infrastructure Levy Regulations has yet to be published. It will be necessary for
the Council to monitor the progress of the Bill and in due course review this report, as and
when the Regulations are published.

10
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Report Structure

This report follows the following format:

Chapter 2  The reasons for, and approach to viability testing, including a short review of
the requirements of the CIL Regulations, NPPF and PPG.

Chapter 3  The methodology used.

Chapter4  An assessment of the housing market, including market and affordable housing
with the purpose of establishing the worth of different types of housing (size
and tenure) in different areas.

Chapter 5 An assessment of the non-residential markets with the purpose of establishing
the worth of the different types of non-residential development planned for.

Chapter 6  An assessment of the costs of land to be used when assessing viability.

Chapter 7 The cost and general development assumptions to be used in the development
appraisals.

Chapter 8 A summary of the various policy requirements and constraints that influence
the type of development that come forward.

Chapter 9 A summary of the range of modelled sites used for the financial development
appraisals.

Chapter 10 The results of the appraisals and consideration of residential development.
Chapter 11  The results of the appraisals and consideration of non-residential development.

Chapter 12 The consideration and conclusions in relation to the proposed rates of CIL.
HDH Planning & Development Ltd (HDH)

HDH is a specialist planning consultancy providing evidence to support planning and housing
authorities. The firm’s main areas of expertise are:

a. District wide and site-specific viability analysis.
b. Community Infrastructure Levy.
C. Housing Market Assessments.

The findings contained in this report are based upon information from various sources
including that provided by the Council and by others, upon the assumption that all relevant
information has been provided. This information has not been independently verified by HDH.
The conclusions and recommendations contained in this report are concerned with policy
requirements, guidance and regulations which may be subject to change. They reflect a
Chartered Surveyor’s perspective and do not reflect or constitute legal advice.

11
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Caveat and Material Uncertainty (COVID-19)

No part of this report constitutes a valuation, and the report should not be relied on in that
regard.

The outbreak of COVID-19 was declared, by the World Health Organisation, as a Global
Pandemic in March 2020, and continues to impact many aspects of daily life and the global
economy — with some real estate markets having experienced lower levels of transactional
activity and liquidity. Travel, movement, and operational restrictions have been implemented
by many countries. In some cases, lockdowns have been applied to varying degrees and to
reflect further ‘waves’ of COVID-19; although these may imply a new stage of the crisis, they
are not unprecedented in the same way as the initial impact. The uncertainty in the wider
economy as a result of COVID-19 was reinforced, with the emergence of the Omicron variant
in late November 2021, which resulted in the reintroduction of some restrictions.

The pandemic and the measures taken to tackle COVID-19 continue to affect economies
around the world. Nevertheless, as at the time of this report (July 2022) property markets are
mostly functioning again, with transaction volumes and other relevant evidence at levels where
an adequate quantum of market evidence exists upon which to base opinions of value
(although there does remain a significant delay in the publication of some transactional data?).

Having said this, in respect of the development sectors, we continue to be faced with an
unprecedented set of circumstances. Consequently, in respect of this report the assessment
of viability is less certain so a higher degree of caution should be attached to our findings than
would normally be the case.

For the avoidance of doubt this does not mean that the report cannot be relied upon. Rather,
this note has been included to ensure transparency and to provide further insight as to the
market context under which the report was prepared. In recognition of the potential for market
conditions to move rapidly in response to changes in the control or future spread of COVID-
19 we highlight the importance of keeping the findings under review as the plan-making
process continues. We recommend that the Council keeps the assessment under review.

2 In particular the price paid data from the Land Registry.
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Compliance

HDH Planning & Development Ltd is a firm regulated by the Royal Institution of Chartered
Surveyors (RICS). As a firm regulated by the RICS it is necessary to have regard to RICS
Professional Standards and Guidance. There are two principal pieces of relevant guidance
being the Financial viability in planning: conduct and reporting RICS professional statement,
England (1% Edition, May 2019) and Assessing viability in planning under the National
Planning Policy Framework 2019 for England, GUIDANCE NOTE (RICS, 1st edition, March
2021).

Financial viability in planning: conduct and reporting. 1st edition, May 2019 was published in
May 2019. This includes mandatory requirements for RICS members and RICS-regulated
firms. HDH confirms that the May 2019 Guidance has been followed in full.

a. HDH confirms that in preparing this report the firm has acted with objectivity, impartially
and without interference and with reference to all appropriate available sources of
information.

b. HDH is appointed by the Brentwood Borough Council and has followed a collaborative
approach involving the LPA, developers, landowners and other interested parties.

C. The tender specification under which this project is undertaken is included as
Appendix 1 of this report.

d. HDH confirms it has no conflicts of interest in undertaking this project. HDH confirms
that, in preparing this report, no performance-related or contingent fees have been
agreed.

e. The presumption is that a viability study should be published in full. HDH has prepared
this report on the assumption that it will be published in full.

f. HDH confirms that a non-technical summary will be provided (in the form of Chapter
12). Viability in the plan-making process is a technical exercise that is undertaken
specifically to demonstrate compliance (or otherwise) with the NPPF and PPG. It is
firmly recommended that this report only be published and read in full.

g. HDH confirms that adequate time has been taken to allow engagement with
stakeholders through this project.

h. This assessment incudes appropriate sensitivity testing in Chapter 10. This includes
the effect of different tenures, different affordable housing requirements against
different levels of developer contributions, and the impact of price and cost change.

i. The Guidance includes a requirement that, ‘all contributions to reports relating to
assessments of viability, on behalf of both the applicants and authorities, must comply
with these mandatory requirements. Determining the competency of subcontractors is
the responsibility of the RICS member or RICS-regulated firm’. Much of the information
that informed this viability assessment was provided by the Council or its consultants.
This information was not provided in a subcontractor role and, in accordance with

13
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HDH’s instructions, this information has not been challenged nor independently
verified.

Metric or Imperial

The property industry uses both imperial and metric data — often working out costings in metric
(£/m?) and values in imperial (£/acre and £/sqft). This is confusing so metric measurements
are used throughout this report. The following conversion rates may assist readers.

Tm = 3.28ft (3' and 3.37") 1ft = 0.30m
1m? = 10.76 sqft 1sqft = 0.0929m?
1tha = 2.471acres 1acre = 0.405ha

A useful broad rule of thumb to convert m? to sqft is simply to add a final zero.

14
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2. Viablility Testing

Viability testing is an important part of the Development Plan making process. The
requirement to assess viability forms part of the National Planning Policy Framework (NPPF),
and it is a requirement of the CIL Regulations. In each case the requirement is slightly
different, but all have much in common.

The 2018 NPPG and the updated viability chapter (Chapter 10) were published before the
2018 LPVA was completed, so are reflected in that assessment. The NPPF was further
updated in February 2019 and again in July 2021, although the changes in these more recent
iterations do not directly impact on the consideration of viability.

National Planning Policy Framework

Paragraph 34 of the 2021 NPPF says that plans should set out what development is expected
to provide, and that the requirement should not be so high as to undermine the delivery of the
Plan.

Plans should set out the contributions expected from development. This should include setting
out the levels and types of affordable housing provision required, along with other infrastructure
(such as that needed for education, health, transport, flood and water management, green and
digital infrastructure). Such policies should not undermine the deliverability of the plan.

As in the 2012 NPPF (and 2018 NPPF), viability remains an important part of the plan-making
process. The 2021 NPPF does not include detail on the viability process, rather stresses the
importance of viability. The changes made in July 2021, do touch on matters where viability
will be factor, however do not impact directly on this assessment:

Strategic policies should look ahead over a minimum 15 year period from adoption, to anticipate
and respond to long-term requirements and opportunities, such as those arising from major
improvements in infrastructure. Where larger scale developments such as new settlements or
significant extensions to existing villages and towns form part of the strategy for the area,
policies should be set within a vision that looks further ahead (at least 30 years), to take into
account the likely timescale for delivery.

2021 NPPF, Paragraph 22

To ensure faster delivery of other public service infrastructure such as further education
colleges, hospitals and criminal justice accommodation, local planning authorities should also
work proactively and positively with promoters, delivery partners and statutory bodies to plan
for required facilities and resolve key planning issues before applications are submitted.

2021 NPPF, Paragraph 96

The main change is a shift of viability testing from the development management stage to the
plan-making stage.

Where up-to-date policies have set out the contributions expected from development, planning
applications that comply with them should be assumed to be viable. It is up to the applicant to
demonstrate whether particular circumstances justify the need for a viability assessment at the
application stage. The weight to be given to a viability assessment is a matter for the decision
maker, having regard to all the circumstances in the case, including whether the plan and the
viability evidence underpinning it is up to date, and any change in site circumstances since the
plan was brought into force. All viability assessments, including any undertaken at the plan-
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making stage, should reflect the recommended approach in national planning guidance,
including standardised inputs, and should be made publicly available.

2021 NPPF Paragraph 58

Consideration has been made to the updated PPG (see below). This Viability Assessment
will become the reference point for viability assessments submitted through the development
management process in the future.

The 2021 NPPF does not include technical guidance on undertaking viability work. This is
included within the Planning Practice Guidance (PPG).

Planning Practice Guidance

The viability sections of the PPG (Chapter 10) were rewritten in 2018 and are reflected in the
2018 LPVA. The changes provide clarity and confirm best practice, rather than prescribe a
new approach or methodology. The updated PPG includes 4 main sections:

Section 1 - Viability and plan making
The overall requirement is that:

...policy requirements should be informed by evidence of infrastructure and affordable housing
need, and a proportionate assessment of viability that takes into account all relevant policies,
and local and national standards, including the cost implications of the Community
Infrastructure Levy (CIL) and section 106...

PPG 10-001-20190509

This assessment takes a proportionate approach, building on the Council’s existing evidence
(the 2018 LPVA), and considers all the local and national policies that will apply to new
development.

Viability assessment should not compromise sustainable development but should be used to
ensure that policies are realistic, and that the total cumulative cost of all relevant policies will
not undermine deliverability of the plan. ... Policy requirements, particularly for affordable
housing, should be set at a level that takes account of affordable housing and infrastructure
needs and allows for the planned types of sites and development to be deliverable, without the
need for further viability assessment at the decision making stage.

PPG 10-002-20190509

The effect of CIL is assessed in addition to the newly adopted policies set out in the new Local
Plan and newly introduced national policies, to ensure that CIL is set at a realistic level.

It is the responsibility of plan makers in collaboration with the local community, developers and
other stakeholders, to create realistic, deliverable policies. Drafting of plan policies should be
iterative and informed by engagement with developers, landowners, and infrastructure and
affordable housing providers.

PPG 10-002-20190509

Consultation has formed part of this assessment.

Policy requirements, particularly for affordable housing, should be set at a level that takes
account of affordable housing and infrastructure needs and allows for the planned types of sites
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and development to be deliverable, without the need for further viability assessment at the
decision making stage.

PPG 10-002-20190509

The policies in the recently adopted Local Plan are not open for review. This assessment
specifically considers the scope for a range of levels of developer contributions in the form of
CIL in addition to the adopted policies.

It is the responsibility of site promoters to engage in plan making, take into account any costs
including their own profit expectations and risks, and ensure that proposals for development
are policy compliant. Policy compliant means development which fully complies with up to date
plan policies.

PPG 10-002-20190509

The new Local Plan includes several Strategic Sites, these were assessed individually in the
2018 Assessment, although the details of several have now changed.

o Warley extension masterplan area 11.29ha 473 units?
e Officers Meadows masterplan area  38.74ha 825 units

o West Horndon masterplan 17.25ha 580 units

e Dunton Hills Garden Village 257ha 3,500 units*

The modelling in this assessment is based on the sites that are allocated or are likely to come
forward over the plan-period.

Assessing the viability of plans does not require individual testing of every site or assurance
that individual sites are viable. Plan makers can use site typologies to determine viability at the
plan making stage. Assessment of samples of sites may be helpful to support evidence. In
some circumstances more detailed assessment may be necessary for particular areas or key
sites on which the delivery of the plan relies.

PPG 10-003-20180724

This assessment is based on typologies® that have been developed by having regard to the
potential development sites that are most likely to come forward.

Average costs and values can then be used to make assumptions about how the viability of
each type of site would be affected by all relevant policies. Plan makers may wish to consider

3 Subsequently reduced to 133 units.
4 Subsequently increased to up to 4,000 units (1,650 during the plan-period).
5 The PPG provides further detail at 10-004-20190509:

A typology approach is a process plan makers can follow to ensure that they are creating realistic,
deliverable policies based on the type of sites that are likely to come forward for development over the
plan period.

In following this process plan makers can first group sites by shared characteristics such as location,
whether brownfield or greenfield, size of site and current and proposed use or type of development. The
characteristics used to group sites should reflect the nature of typical sites that may be developed within
the plan area and the type of development proposed for allocation in the plan.
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different potential policy requirements and assess the viability impacts of these. Plan makers
can then come to a view on what might be an appropriate benchmark land value and policy
requirement for each typology.

PPG 10-004-20190509

2.17 This assessment draws on a wide range of data sources.

It is important to consider the specific circumstances of strategic sites. Plan makers can
undertake site specific viability assessment for sites that are critical to delivering the strategic
priorities of the plan. This could include, for example, large sites, sites that provide a significant
proportion of planned supply, sites that enable or unlock other development sites or sites within
priority regeneration areas. Information from other evidence informing the plan (such as
Strategic Housing Land Availability Assessments) can help inform viability assessment for
strategic sites.

PPG 10-005-20180724

2.18 The Strategic Sites are tested in this assessment.

2.19

2.20

2.21

Plan makers should engage with landowners, developers, and infrastructure and affordable
housing providers to secure evidence on costs and values to inform viability assessment at the
plan making stage.

It is the responsibility of site promoters to engage in plan making, take into account any costs
including their own profit expectations and risks, and ensure that proposals for development
are policy compliant. Policy compliant means development which fully complies with up to date
plan policies. A decision maker can give appropriate weight to emerging policies. It is important
for developers and other parties buying (or interested in buying) land to have regard to the total
cumulative cost of all relevant policies when agreeing a price for the land. Under no
circumstances will the price paid for land be a relevant justification for failing to accord with
relevant policies in the plan.

PPG 10-006-20190509

Consultation has formed part of the preparation of this assessment. This assessment
specifically considers the total cumulative cost of all relevant (local and national) policies.

Section 2 - Viability and decision taking

It is beyond the scope of this assessment to consider viability in decision making. This
assessment will form the starting point for future development management consideration of
viability.

Section 3 - Standardised inputs to viability assessment

The general principles of viability testing are set out under paragraph 10-010-20180724 of the

Viability assessment is a process of assessing whether a site is financially viable, by looking at
whether the value generated by a development is more than the cost of developing it. This
includes looking at the key elements of gross development value, costs, land value, landowner
premium, and developer return. ...

... Any viability assessment should be supported by appropriate available evidence informed
by engagement with developers, landowners, and infrastructure and affordable housing
providers. Any viability assessment should follow the government’s recommended approach to
assessing viability as set out in this National Planning Guidance and be proportionate, simple,
transparent and publicly available. Improving transparency of data associated with viability
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assessment will, over time, improve the data available for future assessment as well as provide
more accountability regarding how viability informs decision making.

In plan making and decision making viability helps to strike a balance between the aspirations
of developers and landowners, in terms of returns against risk, and the aims of the planning
system to secure maximum benefits in the public interest through the granting of planning
permission.

PPG 10-010-20180724

This assessment sets out the approach, methodology and assumptions used. These have
been subject to consultation and have drawn on a range of data sources. Ultimately, the
Council will use this report to judge the appropriateness of CIL relative to the deliverability of
the allocations.

Gross development value is an assessment of the value of development. For residential
development, this may be total sales and/or capitalised net rental income from developments.
Grant and other external sources of funding should be considered. For commercial
development broad assessment of value in line with industry practice may be necessary.

For broad area-wide or site typology assessment at the plan making stage, average figures can
be used, with adjustment to take into account land use, form, scale, location, rents and yields,
disregarding oultliers in the data. For housing, historic information about delivery rates can be
informative.

PPG 10-011-20180724

The residential values have been established using data from the Land Registry and other
sources. These have been averaged as suggested. Non-residential values have been
derived though consideration of capitalised rents as well as sales.

PPG paragraph 10-012-20180724 lists a range of costs to be taken into account.

e  build costs based on appropriate data, for example that of the Building Cost Information
Service

e abnormal costs, including those associated with treatment for contaminated sites or listed
buildings, or costs associated with brownfield, phased or complex sites. These costs
should be taken into account when defining benchmark land value

e  site-specific infrastructure costs, which might include access roads, sustainable drainage
systems, green infrastructure, connection to utilities and decentralised energy. These
costs should be taken into account when defining benchmark land value

e the total cost of all relevant policy requirements including contributions towards affordable
housing and infrastructure, Community Infrastructure Levy charges, and any other relevant
policies or standards. These costs should be taken into account when defining benchmark
land value

e general finance costs including those incurred through loans

e professional, project management, sales, marketing and legal costs incorporating
organisational overheads associated with the site. Any professional site fees should also
be taken into account when defining benchmark land value

e  explicit reference to project contingency costs should be included in circumstances where
scheme specific assessment is deemed necessary, with a justification for contingency
relative to project risk and developers return

All these costs are taken into account.
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2.26 The PPG then sets out how land values should be considered, confirming the use of the

Existing Use Value Plus (EUV+) approach.

To define land value for any viability assessment, a benchmark land value should be
established on the basis of the existing use value (EUV) of the land, plus a premium for the
landowner. The premium for the landowner should reflect the minimum return at which it is
considered a reasonable landowner would be willing to sell their land. The premium should
provide a reasonable incentive, in comparison with other options available, for the landowner
to sell land for development while allowing a sufficient contribution to comply with policy
requirements. Landowners and site purchasers should consider policy requirements when
agreeing land transactions. This approach is often called ‘existing use value plus’ (EUV+).

PPG 10-013-20190509

2.27 The PPG goes on to set out:

Benchmark land value should:
e  be based upon existing use value

e allow for a premium to landowners (including equity resulting from those building their own
homes)

o reflect the implications of abnormal costs; site-specific infrastructure costs; and
professional site fees

Viability assessments should be undertaken using benchmark land values derived in
accordance with this guidance. Existing use value should be informed by market evidence of
current uses, costs and values. Market evidence can also be used as a cross-check of
benchmark land value but should not be used in place of benchmark land value. There may be
a divergence between benchmark land values and market evidence; and plan makers should
be aware that this could be due to different assumptions and methodologies used by individual
developers, site promoters and landowners.

This evidence should be based on developments which are fully compliant with emerging or up
to date plan policies, including affordable housing requirements at the relevant levels set out in
the plan. Where this evidence is not available plan makers and applicants should identify and
evidence any adjustments to reflect the cost of policy compliance. This is so that historic
benchmark land values of non-policy compliant developments are not used to inflate values
over time.

In plan making, the landowner premium should be tested and balanced against emerging
policies. In decision making, the cost implications of all relevant policy requirements, including
planning obligations and, where relevant, any Community Infrastructure Levy (CIL) charge
should be taken into account.

PPG 10-014-20190509

2.28 The approach adopted in this assessment is to start with the EUV. The ‘plus’ element is

informed by the price paid for policy compliant schemes to ensure an appropriate landowners’
premium.

Existing use value (EUV) is the first component of calculating benchmark land value. EUV is
the value of the land in its existing use. Existing use value is not the price paid and should
disregard hope value. Existing use values will vary depending on the type of site and
development types. EUV can be established in collaboration between plan makers, developers
and landowners by assessing the value of the specific site or type of site using published
sources of information such as agricultural or industrial land values, or if appropriate capitalised
rental levels at an appropriate yield (excluding any hope value for development).

Sources of data can include (but are not limited to): land registry records of transactions; real
estate licensed software packages; real estate market reports; real estate research; estate
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agent websites; property auction results; valuation office agency data; public sector
estate/property teams’ locally held evidence.

PPG 10-015-20190509
This report has applied this methodology to establish the EUV.

The PPG sets out an approach to the developers’ return:

Potential risk is accounted for in the assumed return for developers at the plan making stage.
It is the role of developers, not plan makers or decision makers, to mitigate these risks. The
cost of complying with policy requirements should be accounted for in benchmark land value.
Under no circumstances will the price paid for land be relevant justification for failing to accord
with relevant policies in the plan.

For the purpose of plan making an assumption of 15-20% of gross development value (GDV)
may be considered a suitable return to developers in order to establish the viability of plan
policies. Plan makers may choose to apply alternative figures where there is evidence to
support this according to the type, scale and risk profile of planned development. A lower figure
may be more appropriate in consideration of delivery of affordable housing in circumstances
where this guarantees an end sale at a known value and reduces risk. Alternative figures may
also be appropriate for different development types.

PPG 10-018-20190509

As set out in Chapter 7 below, this approach is followed, being carried forward from the 2018
LPVA.

Section 4 - Accountability

This section of the PPG sets out requirements on reporting. These are covered, by the
Council, outside this report.

In line with paragraph 10-020-20180724 of the PPG that says that ‘practitioners should ensure
that the findings of a viability assessment are presented clearly. An executive summary should
be used to set out key findings of a viability assessment in a clear way’. Chapter 12 of this
report is written as a standalone non-technical summary that brings the evidence together.

Community Infrastructure Levy Regulations and Guidance

The Council has not adopted CIL, and this study includes consideration as to whether or not
there is scope to introduce CIL. The CIL Regulations are broad, so it is necessary to have
regard to them and the CIL Guidance (which is contained within the PPG) when considering
appropriate rates of CIL.

The CIL Regulations came into effect in April 2010 and have been subject to subsequent
amendment®. CIL Regulation 14 (as amended) sets out the core principle for setting CIL.

6 S1 2010 No. 948. The Community Infrastructure Levy Regulations 2010 Made 23rd March 2010, Coming into
force 6th April 2010. S1 2011 No. 987. The Community Infrastructure Levy (Amendment) Regulations 2011 Made
28th March 2011, Coming into force 6th April 2011. S1 2011 No. 2918. The Local Authorities (Contracting Out of
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Setting rates

(1)  In setting rates (including differential rates) in a charging schedule, a charging authority
must strike an appropriate balance between—

(a) the desirability of funding from CIL (in whole or in part) the actual and expected
estimated total cost of infrastructure required to support the development of its
area, taking into account other actual and expected sources of funding; and

(b)  the potential effects (taken as a whole) of the imposition of CIL on the economic
viability of development across its area.

(2) In setting rates ...

Viability testing in the context of CIL is to assess the ‘effects’ on development. Ultimately the
test that will be applied to CIL is as set out in the examination section of the PPG. On preparing
the evidence base on economic viability, the Guidance says:

A charging authority should be able to explain how their proposed levy rate or rates will
contribute towards new infrastructure to support development across their area. Charging
authorities will need to summarise their viability assessment. Viability assessments should be
proportionate, simple, transparent and publicly available in accordance with the viability
guidance. Viability assessments can be prepared jointly for the purposes of both plan making
and preparing charging schedules. This evidence should be presented in a document (separate
from the charging schedule) that shows the potential effects of the proposed levy rate or rates
on the viability of development across the authority’s area. Where the levy is introduced after a
plan has been made, it may be appropriate for a local authority to supplement plan viability
evidence with assessments of recent economic and development trends, and through working
with developers (e.g. through local developer forums), rather than by procuring new evidence.

PPG 25-019-20190901

This assessment has updated the existing evidence base. This assessment will form one part
of the evidence that Brentwood Borough Council will use if a decision is made to pursue CIL.

From April 2015, councils were restricted in pooling S106 contributions from more than five
developments’ (where the obligation in the s106 agreement / undertaking is a reason for
granting consent). The CIL Regulations were amended from September 2019 lifting these

Community Infrastructure Levy Functions) Order 2011. Made 6th December 2011, Coming into force 7th December
2011. Sl 2012 No. 2975. The Community Infrastructure Levy (Amendment) Regulations 2012. Made 28th
November 2012, Coming into force 29th November 2012. Sl 2013 No. 982. The Community Infrastructure Levy
(Amendment) Regulations 2013. Made 24th April 2013, Coming into force 25th April 2013. SI 2014 No. 385. The
Community Infrastructure Levy (Amendment) Regulations 2013. Made 24" February 2014, Coming into force 24t
February 2014. S1 2015 No. 836. COMMUNITY INFRASTRUCTURE LEVY, ENGLAND AND WALES, The
Community Infrastructure Levy (Amendment) Regulations 2015. Made 20th March 2015. S| 2018 No. 172
COMMUNITY INFRASTRUCTURE LEVY, ENGLAND AND WALES. The Community Infrastructure Levy
(Amendment) Regulations 2018. Made 8th February 2018. Coming into force in accordance with regulation 1. Sl
2019 No. 966 COMMUNITY INFRASTRUCTURE LEVY, ENGLAND The Community Infrastructure Levy
(Amendment) (England) Regulations 2019. Made - 22nd May 2019. SI 2019 No. 1103 COMMUNITY
INFRASTRUCTURE LEVY, ENGLAND AND WALES The Community Infrastructure Levy (Amendment) (No. 2)
Regulations 2019 Made 9" July 2019. Coming into Force 1st September 2019. SI 2020 No. 781 The Community
Infrastructure Levy (Coronavirus) (Amendment) (England) Regulations 2020. Made 21st July 2020, Coming into
force 22nd July 2020. Sl 2020 No. 1226 COMMUNITY INFRASTRUCTURE LEVY, ENGLAND, The Community
Infrastructure Levy (Amendment) (England) (No. 2) Regulations 2020. Made 5th November 2020. Coming into
force 16th November 2020.

7 CIL Regulations 123(3)
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restrictions however payments requested under the s106 regime must still be (as set out in
CIL Regulation 122):

a. necessary to make the development acceptable in planning terms;
b. directly related to the development; and
C. fairly and reasonably related in scale and kind to the development.

CIL, once introduced, is mandatory on all developments within the categories and areas where
the levy applies. This is unlike s106 agreements (including affordable housing) which can be
negotiated on a site-by-site basis (subject to the restrictions in CIL Regulation 122 and within
paragraphs 10-007 and 10-008 of the PPG). This means that CIL must not prejudice the
viability of most sites and thus threaten the delivery of the Local Plan.

Wider Changes Impacting on Viability

There have been a number of changes at a national level since the Council’s existing viability
work. Paragraph 64 of the 2021 NPPF now sets out national thresholds for the provision of
affordable housing:

Provision of affordable housing should not be sought for residential developments that are not
major developments, other than in designated rural areas (where policies may set out a lower
threshold of 5 units or fewer). To support the re-use of brownfield land, where vacant buildings
are being reused or redeveloped, any affordable housing contribution due should be reduced
by a proportionate amount.

In this context, major development is as set out in the Glossary to the 2021 NPPF:

Major development: For housing, development where 10 or more homes will be provided, or
the site has an area of 0.5 hectares or more. For non-residential development it means
additional floorspace of 1,000m2 or more, or a site of 1 hectare or more, or as otherwise
provided in the Town and Country Planning (Development Management Procedure) (England)
Order 2015.

In line with current policy a threshold of 10 units is assumed to apply.
Affordable Home Ownership

The 2021 NPPF (paragraph 65) sets out a policy for a minimum of 10% affordable home
ownership units on larger sites.

Where major development involving the provision of housing is proposed, planning policies and
decisions should expect at least 10% of the homes to be available for affordable home
ownership8, unless this would exceed the level of affordable housing required in the area, or
significantly prejudice the ability to meet the identified affordable housing needs of specific
groups. Exemptions to this 10% requirement should also be made where the site or proposed
development:

8 Footnote 29 of the 2018 NPPF clarifies as ‘As part of the overall affordable housing contribution from the site’.
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a) provides solely for Build to Rent homes;

b) provides specialist accommodation for a group of people with specific needs (such as
purpose-built accommodation for the elderly or students);

c) is proposed to be developed by people who wish to build or commission their own homes;
or

d) is exclusively for affordable housing, an entry-level exception site or a rural exception site.
Paragraph 65, 2021 NPPF
The flexibility around tenure spilt has been reduced with the Government’s consultation® in

January 2021. Having discussed this with the Council, the modelling in this update is based
on the recently adopted policy.

First Homes

In February 2020, the Government launched a consultation on First Homes. The outcome of
this was announced in May 2021.

What is a First Home?

First Homes are a specific kind of discounted market sale housing and should be considered
to meet the definition of ‘affordable housing’ for planning purposes. Specifically, First Homes
are discounted market sale units which:

a. must be discounted by a minimum of 30% against the market value;
b. are sold to a person or persons meeting the First Homes eligibility criteria (see below);

c. on their first sale, will have a restriction registered on the title at HM Land Registry to
ensure this discount (as a percentage of current market value) and certain other
restrictions are passed on at each subsequent title transfer; and,

d. after the discount has been applied, the first sale must be at a price no higher than
£250,000 (or £420,000 in Greater London).

First Homes are the government’s preferred discounted market tenure and should account for
at least 25% of all affordable housing units delivered by developers through planning
obligations.

PPG: 70-001-21210524

Paragraph 70-018-20210524 to 70-020-20210524 include transitional arrangements for
recently adopted local plans. It is assumed that transitional arrangements apply, and First
Homes will not apply here.

Environmental Standards

Early in October 2019, the Government launched a consultation on ‘The Future Homes
Standard’'?. This is linked to achieving the ‘net zero’ greenhouse gas emissions by 2050. The

929t January 2021. NPPF draft for consultation (publishing.service.gov.uk)

0 https://www.gov.uk/government/consultations/the-future-nomes-standard-changes-to-part-I-and-part-f-of-the-
building-regulations-for-new-dwellings?utm_source=7711646e-e9bf-4b38-ab4f-
9ef9a8133f14&utm_medium=email&utm_campaign=govuk-notifications&utm_content=immediate
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outcome of the consultation was announced during January 2022, It is assumed that new
development will be to the Future Homes Standard Option 2 (31% CO. saving) and is
considered in Chapter 8 below.

In November 2021 the Government announced that from 2023 all new homes would be
required to include an Electric Vehicle (EV) Charging Point.

Biodiversity

The Environment Act received Royal Assent in November 2021 and mandates that new
developments must deliver an overall increase in biodiversity. The requirement is that
developers ensure habitats for wildlife are enhanced and left in a measurably better state than
they were pre-development. They must assess the type of habitat and its condition before
submitting plans, and then demonstrate how they are improving biodiversity — such as through
the creation of green corridors, planting more trees, or forming local nature spaces.

Green improvements on-site are preferred (and expected), but in the circumstances where
they are not possible, developers will need to pay a levy for habitat creation or improvement
elsewhere. This requirement is considered in Chapter 8 below.

White Paper: Planning for the Future (MHCLG, August 2020)

The Government has consulted on White Paper: Planning for the Future (MHCLG, August
2020) and various supporting documents. In terms of viability the two key paragraphs are:

Assessments of housing need, viability and environmental impacts are too complex and
opaque: Land supply decisions are based on projections of household and business ‘need’
typically over 15- or 20-year periods. These figures are highly contested and do not provide a
clear basis for the scale of development to be planned for. Assessments of environmental
impacts and viability add complexity and bureaucracy but do not necessarily lead to environ
improvements nor ensure sites are brought forward and delivered;

Local Plans should be subject to a single statutory “sustainable development” test, and
unnecessary assessments and requirements that cause delay and challenge in the current
system should be abolished. This would mean replacing the existing tests of soundness,
updating requirements for assessments (including on the environment and viability) and
abolishing the Duty to Cooperate.

Pillar Three of the White Paper then goes on to set out options around the requirements for
infrastructure and how these may be funded. The key proposals are:

Proposal 19: The Community Infrastructure Levy should be reformed to be charged as a fixed
proportion of the development value above a threshold, with a mandatory nationally- set rate
or rates and the current system of planning obligations abolished.

Proposal 21: The reformed Infrastructure Levy should deliver affordable housing provision

" The Future Buildings Standard - GOV.UK (www.gov.uk)

25



Brentwood Borough Council
CIL Viability Assessment Update — August 2022

2.53 The above suggests a downgrading of viability in the planning system, however, as it stands,
the proposals in the White Paper are options which may or may not come to be adopted so,
at the time of this report (July 2022) a viability assessment is a requirement.

NPPF and National Model Design Code: consultation proposals

2.54 The Government announced a further consultation in January 2021, under the title National
Planning Policy Framework and National Model Design Code: consultation proposals’®. The
2021 NPPF took this forward, saying:

128. To provide maximum clarity about design expectations at an early stage, all local planning
authorities should prepare design guides or codes consistent with the principles set out in
the National Design Guide and National Model Design Code, and which reflect local
character and design preferences. Design guides and codes provide a local framework for
creating beautiful and distinctive places with a consistent and high quality standard of
design. Their geographic coverage, level of detail and degree of prescription should be
tailored to the circumstances and scale of change in each place, and should allow a
suitable degree of variety.

129. Design guides and codes can be prepared at an area-wide, neighbourhood or site-specific
scale, and to carry weight in decision-making should be produced either as part of a plan
or as supplementary planning documents. Landowners and developers may contribute to
these exercises, but may also choose to prepare design codes in support of a planning
application for sites they wish to develop. Whoever prepares them, all guides and codes
should be based on effective community engagement and reflect local aspirations for the
development of their area, taking into account the guidance contained in the National
Design Guide and the National Model Design Code. These national documents should be
used to guide decisions on applications in the absence of locally produced design guides
or design codes.

2.55 The National Design Code does not add to the cost of development. Rather it sets out good
practice in a consistent format. It will provide a checklist of design principles to consider for new
schemes, including street character, building type and requirements addressing wellbeing and

environmental impact. Local authorities can use the code to form their own local design codes.
Queen’s Speech 2021 and 2022

2.56 Arange of planning reforms were outlined in the papers supporting the 2021 Queen’s Speech.
For the purpose of this assessment, the key points are as follows:

Planning Bill “Laws to modernise the planning system, so that more homes can be built, will be
brought forward...”
The purpose of the Bill is to:

o Create a simpler, faster and more modern planning system to replace the current one

12 National Planning Policy Framework and National Model Design Code: consultation proposals - GOV.UK

(Wwww.gov.uk)
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e Help deliver vital infrastructure whilst helping to protect and enhance the environment
by introducing quicker, simpler frameworks for funding infrastructure and assessing
environmental impacts and opportunities.

The main benefits of the Bill would be:

o Simpler, faster procedures for producing local development plans, approving major
schemes, assessing environmental impacts and negotiating affordable housing and
infrastructure contributions from development. ...

The main elements of the Bill are: ... Replacing the existing systems for funding affordable

housing and infrastructure from development with a new more predictable and more

transparent levy.
In the late summer of 2021, as part of the Government reshuffle, the Ministry of Housing
Communities and Local Government was renamed as the Department for Levelling Up,
Housing and Communities (DLUHC). Various ministers have commented about revisiting
some of the subjects that had been consulted on, however, beyond statements that
Housebuilding remains a priority, no further detail have been released. The Council will need
to keep this under review.

The Government’s further thinking was set out in the 2022 Queen’s Speech which included
the following:

“A bill will be brought forward to drive local growth, empowering local leaders to regenerate
their areas, and ensuring everyone can share in the United Kingdom’s success. The planning
system will be reformed to give residents more involvement in local development.”

The main benefits of the Bill would be:

e Laying the foundations for all of England to have the opportunity to benefit from a devolution
deal by 2030 - giving local leaders the powers they need to drive real improvement in their
communities.

e Improving outcomes for our natural environment by introducing a new approach to
environmental assessment in our planning system. This benefit of Brexit will mean the
environment is further prioritised in planning decisions.

e Capturing more of the financial value created by development with a locally set, non-
negotiable levy to deliver the infrastructure that communities need, such as housing,
schools, GPs and new roads.

e Simplifying and standardising the process for local plans so that they are produced more
quickly and are easier for communities to influence.

Levelling-up and Regeneration Bill

In May 2022, the Government published the Levelling-up and Regeneration Bill. This includes
reference to a new national Infrastructure Levy. The Bill suggests that the Infrastructure Levy
would be set having regard to viability, and makes reference to the Infrastructure Levy
Regqulations. Infrastructure Levy Regulations has yet to be published.

It will be necessary for the Council to monitor the progress of the Bill and in due course review
this report, as and when the Regulations are published.
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Viability Guidance

There is no specific technical guidance on how to test viability in the 2021 NPPF or the updated
PPG, although the updated PPG includes guidance in a number of specific areas. There are
several sources of guidance and appeal decisions™ that support the methodology HDH has
developed. This study follows the Viability Testing in Local Plans — Advice for planning
practitioners (LGA/HBF — Sir John Harman) June 2012'* (known as the Harman Guidance).

The planning appeal decisions and the HCA good practice publication' suggest that the most
appropriate test of viability for planning policy purposes is to consider the Residual Value of
schemes compared with the Existing Use Value (EUV), plus a premium. The premium over
and above the EUV being set at a level to provide the landowner with an inducement to sell.
This approach is now specified in the PPG. Additionally, the Planning Advisory Service (PAS)
provides viability guidance and manuals for local authorities that supports this approach.

(P rics

1205 prlassionsd 5 avisren 2o peennrs,
ot

Financial viability in planning:
canduct and reporting
Tt Ftn, My HE

Viability Testing S s -"7»?;“?‘,‘
Local Plans . A
aduice for planning practitioners L = : Assessing vability in
! planning under the National
= : T Planning Palicy Framework
scal H wg Delin g e 2 5 Wy
Chalred by s Julin Harms e T 2019 for England

fcsarg/guldance

As set out at the start of this report, there are two principal pieces of relevant RICS guidance
being the Financial viability in planning: conduct and reporting RICS professional statement,
England (1%t Edition, May 2019) and Assessing viability in planning under the National
Planning Policy Framework 2019 for England, GUIDANCE NOTE (RICS, 1st edition, March

3 Barnet: APP/Q5300/ A/07/2043798/NWF, Bristol: APP/P0119/ A/08/2069226, Beckenham: APP/G5180/
A/08/2084559, Bishops Cleeve; APP/G1630/A/11/2146206 Burgess Farm: APP/U4230/A/11/2157433, CLAY
FARM: APP/Q0505/A/09/2103599/NWF, Woodstock: APP/D3125/ A/09/2104658, Shinfield APP/X0360/
A/12/2179141, Oxenholme Road, APP/M0933/A/13/2193338, Former Territorial Army Centre, Parkhurst Road,
Islington APP/V5570/W/16/3151698, Vannes: Court of Appeal 22 April 2010, [2010] EWHC 1092 (Admin) 2010
WL 1608437.

14 Viability Testing in Local Plans has been endorsed by the Local Government Association and forms the basis of
advice given by the, CLG funded, Planning Advisory Service (PAS).

5 Good Practice Guide. Homes and Communities Agency (July 2009).
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2021). Neither of these specify a step-by-step approach, rather they make reference to the
NPPF and provide interpretation on implementation.

In line with the updated PPG, this assessment follows the EUV Plus (EUV+) methodology.
The methodology is to compare the Residual Value generated by the viability appraisals, with
the EUV plus an appropriate uplift to incentivise a landowner to sell. The amount of the uplift
over and above the EUV must be set at a level to provide a return to the landowner. To inform
the judgement as to whether the uplift is set at the appropriate level, reference is made to the
value of the land both with and without the benefit of planning consent. This approach is in
line with that recommended in the Harman Guidance.

In September 2019, the House Builders Federation (HBF) produced further guidance in the
form of HBF Local Plan Viability Guide (Version 1.2: Sept 2019). The HBF guidance draws
on the Harman Guidance and the 2012 RICS Guidance, (which the RICS is updating as it is
out of date), but not the more recent May 2019 RICS Guidance. This HBF guidance stresses
the importance of following the guidance in the PPG and of consultation, both of which this
report has done. We do have some concerns around this guidance as it does not reflect ‘the
aims of the planning system to secure maximum benefits in the public interest through the
granting of planning permission’ as set out in paragraph 10-009-20190509 of the PPG. The
HBF guidance raises several ‘common concerns’. Regard has been had to these under the
appropriate headings through this report.
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3. Methodology

Viability Testing — Outline Methodology

This report follows the Harman Guidance and was put to the consultation event on 4™
September 2018, and again on 30" May 2022. The availability and cost of land are matters
at the core of viability for any property development. The format of the typical valuation is:

Gross Development Value
(The combined value of the complete development)
LESS

Cost of creating the asset, including a profit margin
(Construction + fees + finance charges)

RESIDUAL VALUE

The result of the calculation indicates a land value, the Residual Value. The Residual Value
is the top limit of what a developer could offer for a site and still make a satisfactory profit
margin (or developer’s return).

In the following graphic, the bar illustrates all the income from a scheme. This is set by the
market (rather than by the developer or local authority) so is, to a large extent, fixed. The
developer has relatively little control over the costs of development (construction and fees)
and whilst there is scope to build to different standards and with different levels of efficiency
the costs are largely out of the developer’s direct control — they are what they are.

Gross Development Value
All income frlom a scheme

enviro,

design,
etc

Construction Fees Profit Land
Site Remediation Design Developers  Existing /
Abnormals Engineer Builders Alternative
5106 Sales Land Value

Etc. Etc. + uplift
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It is well recognised in viability testing that the developer should be rewarded for taking the
risks of development. The essential balance in viability testing is around the land value and
whether or not land will come forward for development. The more policy requirements and
developer contributions the planning authority asks for the less the developer can afford to
pay for the land. The purpose of this study is to quantify the costs of the Council’s various
policies on development and to assess the effect of these and of CIL and then make a
judgement as to whether or not land prices are squeezed to such an extent that, in the 2018
NPPF context, the Development Plan is threatened to such an extent that the Plan is not
delivered.

The land value is a difficult topic since a landowner is unlikely to be entirely frank about the
price that would be acceptable, always seeking a higher one. This is one of the areas where
an informed assumption has to be made about the ‘uplift’: the margin above the ‘EUV’ which
would induce the landowner sell.

It is important to note that this study is not trying to mirror any particular developer’s business
model — rather it is making a broad assessment of viability in the context of plan-making and
the requirements of the 2021 NPPF (and updated PPG) and CIL Regulations.

The meaning of Landowner Premium

The phrase landowner premium is new in the updated PPG. Under the 2012 NPPF, and the
superseded PPG, the phrase competitive return was used. The 2012 RICS Guidance included
the following definition:

Competitive returns - A term used in paragraph 173 of the NPPF and applied to ‘a willing land
owner and willing developer to enable development to be deliverable’. A ‘Competitive Return’
in the context of land and/or premises equates to the Site Value as defined by this guidance,
i.e. the 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. A ‘Competitive Return’ in the context of a developer
bringing forward development should be in accordance with a ‘market risk adjusted return’ to
the developer, as defined in this guidance, in viably delivering a project.

Whilst this is useful it does not provide guidance as to the size of that return. The updated
PPG says:

Benchmark land value should:
e  be based upon existing use value

e allow for a premium to landowners (including equity resulting from those building their own
homes)

o reflect the implications of abnormal costs; site-specific infrastructure costs; and
professional site fees and

e be informed by market evidence including current uses, costs and values wherever
possible. Where recent market evidence is used to inform assessment of benchmark land
value this evidence should be based on developments which are compliant with policies,
including for affordable housing. Where this evidence is not available plan makers and
applicants should identify and evidence any adjustments to reflect the cost of policy
compliance. This is so that historic benchmark land values of non-policy compliant
developments are not used to inflate values over time.
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In plan making, the landowner premium should be tested and balanced against emerging
policies. In decision making, the cost implications of all relevant policy requirements, including
planning obligations and, where relevant, any Community Infrastructure Levy (CIL) charge
should be taken into account.

PPG 10-014-20180724

The term landowner’s premium has not been defined through the appeal, Local Plan
examination or legal processes. Competitive return was considered at the Shinfield Appeal
(January 2013)' and the case is sometimes held up as a firm precedent, however, as
confirmed in the Oxenholme Road Appeal (October 2013)'"", the methodology set out in
Shinfield is site specific and should only be given limited weight. Further clarification was
provided in the Territorial Army Centre, Parkhurst Road, Islington appeal (June 2017)'8, which
has subsequently been confirmed by the High Court'. The level of return to the landowner is
discussed and the approach taken in this study is set out in the later parts of Chapter 6 below.

This report is about the economics of development however, viability brings in a wider range
than just financial factors. The following graphic is taken from the Harman Guidance and
illustrates some of the non-financial as well as financial factors that contribute to the
assessment process. Viability is an important factor in the plan-making process, but it is one
of many factors.

Existing Available Evidence

The 2021 NPPF, the undated PPG, the CIL Regulations and CIL Guidance are clear that the
assessment of the potential impact of CIL should, wherever possible be based on existing
available evidence rather than new evidence. This assessment is based on the an update an
refresh of the Local Plan Viability Assessment (HDH, October 2018). This in turn built on
various studies carried out in 2016%.

The Council also holds evidence of what is being collected from developers under the s106
regime. The Council’s policies for developer contributions (including affordable housing) have
been considered, as have the amounts that have actually been collected from developers.

Stakeholder Engagement

The PPG and the CIL Guidance require stakeholder engagement — particularly with members
of the development industry. This study includes consultation but also builds on the comments

6 APP/X0360/A/12/2179141 (Land at The Manor, Shinfield, Reading RG2 9BX)
7 APP/M0933/ A/13/ 2193338 (Land to the west of Oxenholme Road, Kendal, Cumbria)

8 APP/V5570/W/16/3151698 (Former Territorial Army Centre, Parkhurst Road, Islington, London, N7 OLP)

9 Parkhurst Road Limited v Secretary of State for Communities and Local Government and The Council of the
London Borough of Islington [2018] EWHC 991 (Admin)

20 Whole Plan and CIL Viability Assessment (NCS, May 2016), CIL Land and Property Value Appraisal Study (heb,
April 2016), CIL Viability Construction Cost Study (Gleeds, March 2016)
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made through September 2018, consultation?'. A further period of consultation was carried
out in May/June 2022. The consultees are listed in Appendix 2 and the presentation included
in Appendix 3, the comments made during the event are summarised in Appendix 4. The
main viability points are summarised below:

a. In general, the methodology adopted and the assumptions made are considered
logical and appropriate?? 23,

b. A promoter of a strategic site?* suggested that the CIL Charging Schedule should be
clear which strategic sites should be zero rates and that the ‘Charging Schedule should
confirm that it will be for the council and the applicant to consider the balance of
securing developer obligations through S106 contributions and/or CIL’.

Whilst it is agreed that a charging schedule must be clear, the rates of CIL must be
informed by the viability evidence.
The comments of the consultees are reflected throughout this report and the assumptions
adjusted where appropriate. There is not agreement on all points although there is broad
consensus on most matters. Where there is disagreement, a judgement has been made and
an explanation as to why the assumption used is set out.

Following the event, copies of the presentation and an early iteration of this study were
circulated to all those invited, and the attendees were asked to make any further
representations by email. Five written responses were received.

This opportunity is taken to thank those developers, landowners and agents who attended the
event and provided written responses. The consultation process has been carried out fully in
accordance with the requirements of the Harman Guidance.

Viability Process

The assessment of viability as required under the 2021 NPPF and the CIL Regulations is not
done using a set formula or calculation. It is a quantitative and qualitative process. The
updated PPG requires that (at PPG 10-001) ‘...policy requirements should be informed by
evidence of infrastructure and affordable housing need, and a proportionate assessment of
viability that takes into account all relevant policies, and local and national standards, including
the cost implications of the Community Infrastructure Levy (CIL) and section 106’.

The basic viability methodology is summarised in the figure below. It involves preparing
financial development appraisals for a representative range of typologies, and using these to
assess whether development, generally, is viable. The sites were modelled based on

21 See Appendix 1 of the 2018 LPVA.
22 Reiss Sadler of Marrons Planning for Hallam Land Management.
23 Nigel Jones of Chesters Harcourt for CEG re Dunton Hill Garden Village.

24 Leona Hannify of Icini for EA Strategic Land.
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discussions with Council officers, the existing available evidence supplied to us by the Council,
and on our own experience of development.

Details of the site modelling are carried forward from the 2018 LPVA and are set out in Chapter
9. This process ensures that the appraisals are representative of typical development in the
Brentwood Borough Council area over the plan-period.

Figure 3.1 Viability Methodology

SHORT LIST SITES

ASSUMPTIONS FOR
AFFORDABLE & S106

'

SELECT ACTUAL
SITES

AFFORDABLE PRICES
A 4

OTHER
TECHNICAL
ASSUMPTIONS

y

LOCAL MARKET SURVEY &
DATA SURVEY LOCAL
DEVELOPMENT
PATTERNS
\ 4
BUILT FORM
FOR EACH
SITE
A 4 A 4
LAND VALUES MARKET
PRICES &
VALUES BUILD COSTS
FOR EACH
g SITE
A 4
ALTERNATIVE
USE VALUES

A 4

PREPARE MODELLED
APPRAISALS

A

ITERATE FOR OTHER
AFFORDABLE OPTIONS

\ 4

IS THE SCHEME VIABLE?

Source:

HDH 2022

In addition to modelling a range of representative sites, several specific Strategic Sites have
been modelled (being those over 400 units).
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Table 3.1 Strategic Sites for Testing

Gross Net Area Capacity
Area
Warley extension masterplan area
117A (Policy R04) Ford Warley - Southern Site 6.81 4 350
117B (Policy R04) Ford Warley - Northern Site 1.28
081 (Policy R04) Council Depot, The Drive, Warley 3.2 2.24 123
11.29 6.24 473
Officers Meadows masterplan area
034 (Policy R03) Officer's Meadow, land off 20.8 15.89 510
Alexander Lane, Shenfield
235 (Policy R03) Land to the north of Alexander 1.36
Lane, Shenfield
087 (Policy R03) Land at Alexander Lane, 1.73
Shenfield
276 (Policy R03) Oak Hurst, Chelmsford Road, 0.55
Shenfield
158 (Policy R03) Land North of A1023 Chelmsford 4.45 3.44 100
Road, Shenfield
263 (Policy R03) Land East of Chelmsford Road, 9.85 8.87 215
Shenfield
38.74 28.2 825
West Horndon masterplan
020 (Policy R02) West Horndon Industrial Estate, 6.45 10.23 580
Childerditch Lane, West Horndon
021 (Policy R02) Horndon Industrial Estate, Station 10
Road, West Horndon
152 (Policy R02) Land East of Horndon Industrial 0.8
Estate
17.25 10.23 580
Dunton Hills Garden Village
200 (Policy R01) Dunton Hills Garden Village 257 128.5 4,000
(Entire Land east of A128 and
south of A127)
257 128.5 4,000

Source: BBC (March 2022)

The Warley extension masterplan area was considered in the 2018 LPVA. Part of this site
has been consented for development prior to the Plan adoption, bringing the total site provision
to 133 units, below the 400 threshold so therefore is not considered further. Dunton Hills is
now modelled with a capacity of 4,000 units which is an increase from 3,500 considered in
2018.
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In relation to Officers Meadow, the site promoter? said that the capacity should be reduced
700 units, rather than 825 units as set out in the Plan. Having discussed this with the Council
this is modelled based on 825 units.

The promoter of Calcott Hall Farm?, being a site for 650 units, commented that this site was
not modelled separately as a Strategic Site. Whilst it is accepted that it would be appropriate
to model this site individually due to its scale, this site is not allocated within the adopted Plan
so is unlikely to be approved. The modelling in this assessment is based on the planned
development, to test whether the delivery of the Plan as a whole would be threatened.

The local housing and commercial markets were surveyed, in order to obtain a picture of sales
values. Land values were assessed to calibrate the appraisals and to assess EUVs.
Alongside this local development patterns were considered, in order to arrive at appropriate
built form assumptions for those sites where information from a current planning permission
or application was not available. These in turn informed the appropriate build cost figures. A
number of other technical assumptions were required before appraisals could be produced.
The appraisal results were in the form of £/ha ‘residual’ land values, showing the maximum
value a developer could pay for the site and still return a target profit level. The Residual
Value was compared to the EUV for each site. Only if the Residual Value exceeded the EUV,
by a satisfactory margin, could the scheme be judged to be viable. The amount of margin is
a difficult subject and is discussed in the later parts of Chapter 6 below.

The appraisals are based on the emerging policies as summarised in Chapter 8 below, as
they stood in April 2022. A bespoke viability testing model designed and developed by HDH
specifically for area wide viability testing as required by the NPPF and CIL Regulations? is
used. The purpose of the viability model and testing is not to exactly mirror any particular
business model used by those companies, organisations or people involved in property
development. The purpose is to capture the generality and to provide high level advice to
assist the Council to set CIL.

Additional Profit

To assess whether or not a contribution to CIL can be made, a calculation needs to be
undertaken to establish the Additional Profit. Additional Profit is the amount of profit over and
above the normal profit made by the developers having purchased the land (alternative land
value plus uplift), developed the site and sold the units (including providing any affordable
housing that is required). The approach to calculating additional profit is to complete the
appraisal using the same base cost and price figures and other financial assumptions as used

25 Tom Hegan of Turner Morum re Officer's Meadow.
26 Reiss Sadler of Marrons Planning for Hallam Land Management.

27 This Viability Model is used as the basis for the Planning Advisory Service (PAS) Viability Workshops. It is made
available to Local Authorities, free of charge, by PAS and has been widely used by councils across England (and,
to a lesser extent, Wales).
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to establish the Residual Value, except for s106 obligations which are to be replaced, in part,
by CIL, but instead of calculating the Residual Value the cost of the land (the Benchmark Land
Value as EUV +) is incorporated into the cost side of the appraisal to show the resulting profit
(or loss).

The amount by which the resulting profit exceeds the target level of profit, represents the
additional profit, and provides a measure of the scope for contributing to CIL without impairing
development viability. CIL contributions can be paid out of this additional profit. The following
formula was used:

Gross Development Value
(The combined value of the complete development including x% affordable housing)

LESS

Cost of creating the asset, including a profit margin
(land* + construction + fees + finance charges + developers’ profit) including
mitigation measures, and affordable housing commuted sums

Additional Profit
* Where ‘land’ is the Benchmark Land Value.

Through the 2022 consultation a promoter of a Strategic Site?® noted:

The methodology utilised calculates “additional profit” which may be available for payment of
CIL. If CIL is chargeable on a development then this is a cost to the developer which will need
to be financed. It must therefore be recognised that the level of CIL which is actually available
would not be as high as this methodology would suggest. An additional buffer may be
appropriate in circumstances where the finance cost associated with CIL is not taken into

account in the appraisal.

This is agreed and whilst this is a useful starting point, appraisals are run that incorporate CIL
to ensure the effect of financing is properly modelled.

A similar point was made by another site promoter®.

28 Nigel Jones of Chesters Harcourt for CEG re Dunton Hill Garden Village.

29 Tom Hegan of Turner Morum re Officer's Meadow.
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4. Residential Market

This chapter sets out an assessment of the housing market (including sheltered and extracare
housing), providing the basis for the assumptions on house prices to be used in the financial
appraisals for the sites tested in the study. The study is concerned not just with the prices but
the differences across different areas.

Since 2018 the housing market has moved on, with average house prices increasing steadily
over the period:

Figure 4.1 Average House Prices 2018 to 2022 (£)
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Source: Land Registry (March 2022). Contains public sector information licensed under the Open Government
Licence v3.0.

On average, in Brentwood, prices have increased by about 10%. This is somewhat less than
in Essex (16%) or across England & Wales (18%). Different house types have increased at
different rates:

Table 4.1 Change in Average House Price Brentwood
All | Detached Semi- | Terraced Flats Newbuild Existing
detached
2018-09 £427,533 | £766,056 | £465,226 | £348,279 | £268,453 £387,670 | £428,679
2021-11 £418,047 | £456,422
2022-01 £469,397 | £878,442 | £524,463 | £384,820 | £273,167
Change £41,864 | £112,386 | £59,237 | £36,541 £4,714 £30,377 | £27,743
9.79% 14.67% 12.73% 10.49% 1.76% 7.84% 6.47%

Source: Land Registry (March 2022). Contains public sector information licensed under the Open Government
Licence v3.0.
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It is appropriate to review the residential value assumptions. Although development schemes
do have similarities, every scheme is unique, even schemes on neighbouring sites. Market
conditions will broadly reflect a combination of national economic circumstances, and local
supply and demand factors, however, even within a town there will be particular localities, and
ultimately site-specific factors, that generate different values and costs.

National Trends and Brentwood BC’s relationship with the wider area

Since 2018 the UK economy and property markets have been through a period of considerable
uncertainty caused by Brexit, COVID-19 and now the Russian invasion of Ukraine.

When the impact of COVID-19 became apparent in early 2020, a range of views of the
anticipated impact on the property markets were expressed., almost all predicted a fall in
values, generally of about 10% during 2020. To some extent, COVID-19 was expected to
exacerbate the impact of leaving the European Union through the Brexit process. In fact,
house prices rose in 2020 and have continued to rise. The Land Registry reports that house
prices have increased across England and Wales by about 17% since the first lockdown in
March 2020.

There is a degree of uncertainty in the housing market as reported by the RICS. The February
2022 RICS UK Residential Market Survey said:

Agreed sales rise over the month with expectations modestly positive regarding the
near-term outlook

o New buyer enquiries and agreed sales pick-up in February
o New instructions now broadly stable albeit this follows a prolonged negative stretch
o Stock levels therefore remain low, contributing to continued strong house price growth

The February 2022 RICS UK Residential Survey results suggest market momentum
strengthened slightly over the month, with agreed sales rising on the back of a sustained
positive trend in new buyer enquiries. For the time being, respondents foresee sales activity
continuing to pick-up modestly over the near term, although the prospect of further interest rate
rises is mentioned as a factor that could begin to dampen growth in activity to a certain extent
as the year wears on.

At the headline level, a net balance of +17% of survey participants reported an increase in new
buyer enquiries during February. This marks the sixth consecutive positive monthly reading,
with the latest return representing the strongest figure seen throughout this period. At the same
time, the agreed sales indicator also improved over the month, posting a net balance of +9% in
February which, although only modestly positive, is the strongest reading since May 2021.

Looking ahead, near term sales expectations signal continued growth on the horizon, albeit the
latest net balance did moderate a little to +11%, compared with +20% seen back in January.
Likewise, the twelve month sales expectations series also eased somewhat relative to the
previous results, but remains consistent with a modestly positive trend in transactions being
anticipated through the course of the year ahead.

Meanwhile, the protracted deterioration in the volume of new sales instructions coming onto
the market has stabilised of late, as the latest net balance moved to -4% from -7% previously.
Nevertheless, given this measure of fresh sales listings has only posted one positive reading
in the past twelve months, stock levels remain close to historic lows. As such, the lack of supply
is still seen as a significant factor in sustaining sharp rates of house price inflation.
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On that front, the survey’s headline indicator gauging price growth posted a net balance of
+79% at the national level. This is in fact up slightly from an already elevated reading of +74%
beforehand and continues to point to a strong increase in house prices across the country.
What’s more, this picture is mirrored within all UK regions/countries, with Wales, Yorkshire and
the Humber, the North West of England and Northern Ireland all displaying especially elevated
readings in February.

Going forward, respondents envisage a further rise in national house prices both at the three
and twelve month time horizons. Interestingly, these price expectations have actually climbed
slightly higher since the first interest rate hike was sanctioned by the Bank of England back in
December. What’s more, all parts of the country are anticipated to see continued strong growth
in house prices over the next twelve months.
When ranked across England and Wales, the average house price for Brentwood is 28™ (out
of 331) at £595,223. This is an increase of 22% (from £490,000) at the time of the 2018
LPVA®. To set this in context, the council at the middle of the rank (166 - Swale), has an
average price of £314,268. The median price is a little lower than the mean at £490,000, being
an increase of 18% (from £415,000) at the time of the 2018 LPVA 3'.

The figure and data above show that prices in the Council area have seen a significant
increase since 2018. The rate of sales (i.e. sales per month) in the Council area fell during
the Covid Pandemic, when the property markets were in effect closed, and then rose
markedly, perhaps as a reaction to the Government’s stimuli to invigorate the economy.

Figure 4.2 Sales per Quarter — Indexed to September 2018
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Source: Land Registry (March 2022). Contains public sector information licensed under the Open Government
Licence v3.0.

30 HPSSA Dataset 12. Mean house prices for administrative geographies (23 March 2022).
31 HPSSA Dataset 9. Median house prices for administrative geographies (23 March 2022)
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Looking forward there is uncertainty in the market. The value of property is related to the costs
of borrowing and mortgage rates. Interest rates have been increasing. It is not for this study
to try to predict how the market may change in the coming years, and whether or not there will
be a further increase in house prices.

A range of views as to the impact on house prices have been expressed that cover nearly the
whole spectrum of possibilities. HM Treasury brings together some of the forecasts in its
monthly Forecasts for the UK economy: a comparison of independent forecasts report.
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Table 4.2 Consolidated House Price Forecasts
Table 2 - 2022: Growth in prices and monetary indicators (% change)
- - = g
2 8 3 . 7 59
2 & = . 5 5 = £
o 6 : i < % = i3
Forecasters and dates of farecasts -& i &f g E Pl : ; 'é E ; 5
B2 g2 3 as 58 5 2 £o¢
ity forecasters
Bank of America - Merrill 1ynch el 3 33 - - oL - - -
Barclays Capital Apr Y 77 101 - - 1.00 100.0 -
Bloomberg Fzonomics Feb hO - - - 100 - - -
Capital Cconomics Apr v 7 9.6 5.7 B2.5 125 100.0 - Fily
Citigroup Feb 50 58 4.4 = 1.00 E: ] 56
Crecit Suisse har 7.7 - - - 1:25 - - -
Daiwa Capital Markets Feb 4.6 4.0 85.0 1.25 85.0 5.0
Deutsche Bank Dec 31 5.0 - - 0.50 - - -
Goldman Sachs Mar 283 1.75 125.7 6.9
HSEC Apr % 33 10.2 4.5 - 1.50 - - -
JP Vaorgan Sep 2.2 = — . 0.25 - - -
Morgan Stanley Dec 27 33 - - 0.75 - - -
MNatwest Markets Apr T 74 9.7 1.7 B1.D 1.24 o0 ih -
Nomura Dec 332 - - - 1.00 - - -
Pantheon Mar 76 9.0 5.2 - 1.00 - - 45
Schroders Investment Management Dec 1.8 35 25 .50 9.2 22 X
Societe Generale Dec 26 4.2 4.4 - 1.00 B &9 -
ugs Apr * B0 3.0 4.8 1.00
Non-City foracasters
Eritish Chambers of Commerce Mar 65 - - - 1.00 - - -
Beacon Econemic Forecasting Apr  * 8% 10.4 4.9 83.2 1.25 09§ 12.8 7.6
Bl Apr * - z i i = E ] b
CFEE Apr ot r| 7.5 43 B2 19 112 - - -11
[conomic Perspectives Sep 4.5 5.3 5.5 77.0 Q.25 55.0 7.5 2.0 .4
Frperian Fronomics Mar g3 1049 a0 B8O {1y ) 1080 ER-T 172
(a]1] Mar 4.8 - - - 1,25 B2.1 &1 -
Heteronomics Apr ¥ g 10.2 4.7 B2.2 1.50 110.7 20
ITEM Club Apr * 58 Fal 4.2 1.00 - ] 3.5
Kern Consulting Feb 4.4 42 1.2 800
Liverpool Macro Research Mar 5.1 - 7 78.2 1.00 - - -
NIESR Feb 1.7 88 48 - 118 - - aa k
Oxford Econamics Apr  * 82 8.4 4.8 81.7 1.00 101.2 7.3 6.0
QFcn Dec a4 h £ = = i - 3 -
IMF Apr * 7.4 h i = e & i i i
Average of forecastss made in the last 3 months (excludes QBR forecasts)
Independent G.€ 9.0 4.8 82.8 1.16 100.0 7.5 38
New {marked *) 7.2 9.1 4.7 82.2 1.19 101.6 8.0 4.3
ity 5.8 a.s 4.7 82.8 1.2 101.7 7.1 5.6
Range of forecasts made in the lasl 3 manths (excludes OBR forecasls)
Highesl 8.9 12.9 5.2 £83.9 1.75 125.7 126 7.8
Lowvrast 4.4 3.8 4.4 73.2 0.75 B2.1 3.5 -1.1
Median 6.3 9.3 4.7 82.5 1.17 100.0 7.3 4.5
CBR war 8.7 11.0 6.0 82.5 ) 840 6.7 4.3

Source: Forecasts for the UK economy: a comparison of independent forecasts No417(HM Treasury, April 2022).
Table M9: Medium-term forecasts for house price inflation and the output gap

4.12 Property agents Savills are forecasting the following changes in house prices:
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Table 4.3 Savills Winter 2021 Property Price Forecasts
2022 2023 2024 2025 2026 5 Year
Mainstream UK 3.5% 3.0% 2.5% 2.0% 2.5% 13.1%
South East 3.0% 2.5% 2.0% 1.5% 1.0% 10.4%
Prime outer London 4.0% 3.0% 2.0% 2.0% 2.0% 13.7%

Source: Savills UK Residential — Mainstream residential market forecasts (Winter 2021)32
4.13 In this context is relevant to note that the Nationwide Building Society reported in April 2022:

House price growth slows in April but remains in double digits

e Annual UK house price growth slowed modestly to 12.1% in April, down from 14.3% in
March

e Prices up 0.3% month-on-month after taking account of seasonal effects

e Poll reveals 38% actively moving or considering move

4.14  Similarly, the Halifax Building Society reported in March 2022:

UK house prices rise steeply to reach new record high, as market maintains momentum
e Monthly house price growth of 1.4% the biggest increase for six months
e Average property price reaches another new record high of £282,753
o Two years on from the first lockdown, house prices have now risen by £43,577
o  South West overtakes Wales as UK area with strongest house price inflation

e Cost of living pressure likely to slow the rate of house price growth this year

4.15 There is clearly uncertainty in the market, and the very substantial growth reported over the
last few years seems unlikely to continue. This report is carried out at current costs and
values. Sensitivity testing has been carried out.

The Local Market

4.16 A survey of asking prices across the Council area was carried out in March 2022. Through
using online tools such as rightmove.com and zoopla.co.uk, median asking prices were
estimated.

32 Savills UK | Spotlight: Mainstream Residential Property Forecasts — 9 March 2021

| 24
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Figure 4.3 Median Asking Prices (£)
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Source: Rightmove.com (March 2022)
Figure 4.4 Values (£/m?)
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Source: Zoopla.com (March 2022)

This data shows a notable increase in prices, although care should be taken in making direct
comparisons as the sample sizes are small.

The geographical differences in prices are illustrated in the following maps showing the
median price by ward, the first being for all properties and the second just for newbuild.
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Figure 4.5 Median Prices — All Properties
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This data covers transactions received at Land Registry from 1/1/19 to 1/3/22. @ Crown Copyright 2022.
Contains Ordnance Survey data @ Crown Copyright and Database Right 2022
Contains public sector information licensed under the Open Government Licence v3.0

Source: HDH based on Land Registry Price Paid Data
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Figure 4.6 Median Prices — Newbuild Properties
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Contains public sector information licensed under the Open Government Licence v3.0.

Source: HDH based on Land Registry Price Paid Data
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The pattern of prices is influenced by the size of the units, with larger detached units prevailing
in the more rural areas, and smaller terraces and flats in the urban areas. Further maps are
included within Appendix 5 that show the median prices by ward by house type (detached,
semi-detached, terraced, flats).

Newbuild Sales Prices

This study is concerned with the viability of newbuild residential property so the key inputs for
the appraisals are the prices of units on new developments. The following assumptions were
used in the 2018 LPVA

Table 4.4 2018 Residential Price Assumptions (£/m?)

Typology

Larger Brownfield £4,650
Smaller Brownfield Sites £4,650
Urban Flats £5,750
Large Greenfield — Urban Fringe £4,750
Large Greenfield £4,850
Medium Greenfield — Urban Fringe £4,650
Medium Greenfield £4,850
Small Greenfield £5,000

Source: Table 4.7, 2018 LPVA (HDH September 2018)

It was found that house prices do vary across the Borough, but there is insufficient robust data
and defendable evidence to support a more fine-grained approach. By working across the
Borough in broad areas, a cautious approach is being taken.

Recent newbuild sales prices from the Land Registry have been reviewed and a survey of
new homes for sale during March 2022 carried out.

The Land Registry publishes data of all homes sold. Across the Council area 435 newbuild
home sales have been recorded since the start of 2018%. These transactions (as recorded
by the Land Registry) are summarised, by the main settlements as follows and detailed in
Appendix 6.

33 The Land Registry makes all transactions available as and when they are registered via the ‘beta’ format tool at
https://www.gov.uk/government/statistical-data-sets/price-paid-data-downloads. It does take some time for
transactions to be registered — we estimate this to be about 4 to 6 months.
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Table 4.5 Distribution of Newbuild Sales

2018 2019 2020 2021 All
BLACKMORE 1 1
BRENTWOOD 99 133 38 43 313
GREAT LEIGHS 1 1
GREAT WARLEY 19 19
INGATESTONE 13 2 15
MOUNTNESSING 54 1 55
PILGRIMS HATCH 2 1
WARLEY 8 8
WEST HORNDON 16 3 19
All 193 154 43 44 434

Each house sold requires an Energy Performance Certificate (EPC).

Source: Land Registry (March 2022)

This is a public
document that can be viewed on the EPC Register®*. The EPC contains the floor area (the
Gross Internal Area — GIA) as well as a wide range of other information about the construction
and energy performance of the building. This information is also included in Appendix 6.

The price paid data from the Land Registry has been married with the homes’ floor area from

the EPC Register.

The Land Registry data can be broken down by house type and settlement (it is important to
note that the Land Registry sorts data by postcode and post town, rather than wards, parishes

or other administrative boundaries).

34 hitps://www.epcregister.com/
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Table 4.6 Summary of Price Paid Data by Settlement

Detached Flats Semi- Terraced All
detached
BLACKMORE
Count 1 0 0 0 1
Average £ £685,000 £685,000
Average £/m2 £5,269 £5,269
BRENTWOOD
Count 2 305 5 1 313
Average £ £543,500 £278,403 £482,500 £800,000 £285,023
Average £/m2 £5,782 £5,486 £5,573 £4,651 £5,487
GREAT LEIGHS
Count 1 0 0 0 1
Average £ £434,995 £434,995
Average £/m2 £4,780 £4,780
GREAT WARLEY
Count 8 2 0 9 19
Average £ £1,298,783 £349,995 £445,551 £794,748
Average £/m2 £4,616 £5,224 £4,791 £4,763
INGATESTONE
Count 0 15 0 0 15
Average £ £362,367 £362,367
Average £/m2 £4,906 £4,906
MOUNTNESSING
Count 19 6 23 7 55
Average £ £552,892 £294,165 £481,647 £411,997 £476,942
Average £/m2 £4,566 £5,037 £4,264 £4,000 £4,419
PILGRIMS HATCH
Count 1 0 0 2 3
Average £ £1,100,000 £520,000 £713,333
Average £/m2 £5,314 £5,874 £5,687
WARLEY
Count 0 8 0 0 8
Average £ £310,556 £310,556
Average £/m2 £5,734 £5,734
WEST HORNDON
Count 5 0 5 9 19
Average £ £517,400 £406,000 £339,111 £403,632
Average £/m2 £4,276 £3,800 £3,306 £3,691
ALL
Count 37 336 33 28 434
Average £ £724,032 £283,624 £470,315 £420,926 £344,224
Average £/m2 £4,649 £5,457 £4,392 £4,188 £5,225

Source: Land Registry and EPC Register (March 2022)

4.27 Across the Borough there is relatively little variance between the different types of housing,
although flats are generally a little less expensive than houses. The above data does show
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some variance across the area, however in many cases the sample size is too small to
produce reliable data.

The average price paid is about £5,225/m?, being an increase from £5,075/m? recorded in the
2018 LPVA. The average prices vary by geography:

Figure 4.7 Average Price Paid by Settlement
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Source: Land Registry Data and EPC Register, (March 2022)

The principle driver of the differences is the situation rather than the location of a site. That is
to say, the value will be more strongly influenced by the specific site characteristics, the
immediate neighbours and environment, rather than in which particular ward or postcode
sector the scheme is located.
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The analysis of these shows that asking prices for newbuild homes vary, very
Table 4.7 Newbuild Asking Prices by Scheme

considerably, starting at £250,000 and going up to £1,500,000. The average is just under

£535,000 (being an increase from £440,000 at the time of the 2018 LPVA). These are

summarised in the following table and set out in detail in Appendix 7.

advertised for sale in the Council area (although on some of these, construction had yet to
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4.30 At the time of this assessment (March 2022) there were about 54 new houses and flats being
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During the course of the research for the 2018 LPVA, sales offices and agents were contacted
to enquire about the price achieved relative to the asking prices, and the incentives available
to buyers. In most cases the feedback was that the units were ‘realistically priced’ or that as
the market is improving, demand strong and that significant discounts are no longer offered.
When pressed, it appeared that the discounts and incentives offered equate to about 2.5% of
the asking prices. It was assumed that prices achieved, net of incentives offered to buyers,
are 2.5% less than the above asking prices.

This exercise was repeated in March 2022. A range of feedback was received, but generally
the position was that the ‘price was the price’ and that whilst there were opportunities to
discuss finishes, discounts were not available as that would be ‘unfair on other buyers’ and it
was important to be consistent across the site. This feedback is consistent with feedback from
other studies HDH are carrying out in other parts of England.

Price Assumptions for Financial Appraisals

It is necessary to form a view about the appropriate prices for the schemes to be appraised in
the study. The preceding analysis does show that prices have increased since the 2018
LPVA.

Bringing together the evidence above (which we acknowledge is varied), the following
approach to value is put to the May 2022 consultation. Two values are used, applying a
slightly lower value to those in and adjacent to Brentwood, and a higher value in the remaining
areas.

a) Brownfield Sites. In terms of value the prices of the new homes developed are likely
to be driven by the specific situation of the scheme rather than the general location.
That is to say the value will be more strongly influenced by the specific site
characteristics, the immediate neighbours and environment, rather than in which
particular ward or postcode sector the scheme is located. Development is likely to be
of a higher density than the greenfield sites and be based around schemes of flats,
semi-detached housing and terraces with a low proportion of detached units.

In the 2018 LPVA a slightly higher value was attributed to the larger brownfield sites
than the smaller brownfield sites due to the ability of the developer to create a sense
of place. This differentiation is no longer made.

b) Urban Flatted Schemes. This is considered to be a separate development type that is
only likely to take place in central Brentwood.

c) Large Greenfield Sites. These are the potential strategic sites, and largest greenfield
sites (over 200 units or so).

d) Medium Greenfield Sites. These are the greenfield sites in the range of 20 to 200 units
that are likely to be brought forward by a single developer.

e) Small Greenfield Sites. These areas are in the smaller settlements and villages in the
countryside. A premium value is applied in these areas.
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Based on the asking prices from active developments, and informed by the general pattern of
all house prices across the study area, the prices put to the consultation are as follows. It is
important to note that this is a broad-brush, high-level study as required to inform the setting
of CIL as required by CIL Regulation 14. The values between new developments and within
new developments may vary considerably.

It is accepted that there are nuances and variables within these areas, but in a high level study
of the type being undertaken, it is necessary to take a relatively simplistic approach. A
differentiation has been made between schemes in and on the urban fringes of Brentwood
and Ingatestone, and the remaining areas of the Borough.

As in 2018, house prices do vary across the Borough, but there is insufficient robust data and
defendable evidence to support a more fine-grained approach. By working across the
Borough in broad areas a cautious approach is being taken.

Table 4.8 2022 Residential Price Assumptions (£/m?)

Typology

Previously Developed Land £5,100
Urban Flats £5,750
Large Greenfield — Urban Fringe £5,225
Large Greenfield £5,350
Medium Greenfield — Urban Fringe £5,120
Medium Greenfield £5,350
Small Greenfield £5,750

Source: HDH (March 2022)
Through the 2022 consultation, a promoter of a Strategic Site3® noted:

The Consultation does not allow for any variation in CIL rates across the borough which
appears contrary to the evidence in the report. For instance, as shown in Table 4.6 Pilgrims
Hatch and Great Warley (both suburbs of Brentwood) have average price per sqm at £5,700,
Brentwood itself is £5,300 per square metre and lower value areas such as West Horndon this
is around £3,700 per sq. m.. Thus, immediately this area is achieving around £2,000 per sqm
less than other areas and £700 less than the next lowest (Mountnessing). Furthermore, on a
price per square metre basis this should not reflect the over-riding house types.

The CIL rates are informed by the outcome of the appraisals, rather than simply the values.
No change is made in this regard.

35 | eona Hannify of Icini for EA Strategic Land.
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Ground Rents

Over the last 20 or so years many new homes have been sold subject to a ground rent. Such
ground rents have recently become a controversial and political topic. In this study, no
allowance is made for residential ground rents.

Affordable Housing

The Council has a policy for the provision of affordable housing. In this study, it is assumed
that such housing is constructed by the site developer and then sold to a Registered Provider
(RP). This is a simplification of reality as there are many ways in which affordable housing is
delivered, including the transfer of free land to RPs for them to build on or the retention of the
units by the scheme’s overall developer.

There are three main types of affordable housing: Social Rent, Affordable Rent and Affordable
Home Ownership. In May 2021 the Government mandated 25% affordable homes to be a
First Home, however this does not apply here due to the transitional arrangements.

The Council’s current policy requirement is for 35% affordable housing on sites of 11 or more
units.

The following values were used in the 2018 LPVA:

a. Social Rent £1,475/m?
b. Affordable Rent £1,850/m?
C. Affordable Home Ownership: 65% Market Value

These values are now updated, using the most recent data. It is assumed that affordable
housing for rent is provided as Affordable Rent rather than Social Rent.

Social Rent

The value of a rented property is strongly influenced by the passing rent — although factors
such as the condition and demand for the units also have a strong impact. Social Rents are
set at a local level through a national formula that smooths the differences between individual
properties and ensures properties of a similar type pay a similar rent:
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Table 4.9 Social Rent

General needs (social rent)
Average weekly rent (£ per week) and unit counts by unit size for Brentwood - large PRPs

£ per week

Unit Size Net Formula Service Gross Unit

rent rent charge” rent? count
Non-self-contained £0.00 £0.00 £0.00 £0.00 0
Bedsit £0.00 £0.00 £0.00 £0.00 0
1 Bedroom £100.31 £97.88 £11.44 £111.48 169
2 Bedroom £117.23 £114.43 £9.29 £126.09 151
3 Bedroom £135.97 £134.98 £6.01 £141.15 189
4 Bedroom £161.88 £161.88 £2.47 £164.35 3
5 Bedroom £0.00 £0.00 £0.00 £0.00 0
6+ Bedroom £0.00 £0.00 £0.00 £0.00 0
All self-contained £118.82 £116.83 £8.87 £127.05 512
All stock sizes £118.82 £116.83 £8.87 £127.05 512

Owned stock. Large PRPs only - unweighted. Excludes Affordable Rent and intermediate rent, but
includes other units with an exception under the Rent Policy Statement. Stock outside England is

excluded.

Source: Statistical Data Return (SDR) 1 April 2020 to 31 March 2021

4.47 These rents are similar to those reported in the 2018 LPVA. The value of Social Rents is
assessed assuming 10% management costs, 4% voids and bad debts and 6% repairs. These

4.48

4.49

are capitalised at 4.5%.

Table 4.10 Capitalisation of Social Rents
1 Bedroom 2 Bedrooms 3 Bedrooms
Gross Rent £5,216 £6,096 £7,070
Net Rent £4,173 £4,877 £5,656
Value £92,731 £108,373 £125,697
m2 50 70 84
£/m? £1,855 £1,548 £1,496

Source: HDH (March 2022)

On this basis, a value of £1,550/m? across the study area can be assumed.

Affordable Rent

The modelling in this study is based on Affordable Rent capped at the Local Housing
Allowance, rather than Social Rent. Under Affordable Rent a maximum rent of no more than
80% of the open market rent for that unit can be charged.
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Following discussion with the Council, we have assumed the rent is in line with the Local
Housing Allowance cap. These are set relative to market rents. It is assumed that, because
a typical Affordable Rent unit will be new, it will command a premium rent that is a little higher
than equivalent older private sector accommodation. In estimating the likely level of Affordable
Rent, a survey of market rents across the Council area has been undertaken. There is
relatively little variation in rents, except for the largest units, having said this, it is clear that
rents have increased across the Borough.

Figure 4.8 Market Rents — £/Month
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Source: Market Survey (March 2022)

As part of the reforms to the social security system, housing benefit /local housing allowance
is capped at the 3" decile of open market rents for that property type, so in practice Affordable
Rents are unlikely to be set above these levels. The cap is set by the Valuation Office Agency
by Broad Rental Market Area (BRMA), however these BRMAs do not follow local authority
boundaries. The relevant BRMA LHA caps are shown below. Where this is below the level
of Affordable Rent at 80% of the median rent, it is assumed that the Affordable Rent is set at
the LHA Cap.
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Table 4.11 BRMA Caps

£/week £/month £lyear
Chelmsford BRMA
Shared Accommodation Rate: £90.10 £390.43 £4,685.20
One Bedroom Rate: £149.59 £648.22 £7,778.68
Two Bedrooms Rate: £182.96 £792.83 £9,513.92
Three Bedrooms Rate: £226.68 £982.28 £11,787.36
Four Bedrooms Rate: £298.03 £1,291.46 £15,497.56
Harlow & Stortford BRMA
Shared Accommodation Rate: £76.50 £331.50 £3,978.00
One Bedroom Rate: £165.70 £718.03 £8,616.40
Two Bedrooms Rate: £207.12 £897.52 £10,770.24
Three Bedrooms Rate: £258.90 £1,121.90 £13,462.80
Four Bedrooms Rate: £299.18 £1,296.45 £15,557.36
Outer North East London BRMA
Shared Accommodation Rate: £101.61 £440.31 £5,283.72
One Bedroom Rate: £207.12 £897.52 £10,770.24
Two Bedrooms Rate: £264.66 £1,146.86 £13,762.32
Three Bedrooms Rate: £316.44 £1,371.24 £16,454.88
Four Bedrooms Rate: £398.14 £1,725.27 £20,703.28
South West Essex BRMA
Shared Accommodation Rate: £76.64 £332.11 £3,985.28
One Bedroom Rate: £161.10 £698.10 £8,377.20
Two Bedrooms Rate: £201.37 £872.60 £10,471.24
Three Bedrooms Rate: £247.40 £1,072.07 £12,864.80
Four Bedrooms Rate: £306.66 £1,328.86 £15,946.32

Source: VOA (March 2022)

4.52 These caps are higher than the Affordable Rents as reported in the most recent HCA data
release, but less than 80% of market rents.
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Table 4.12 Affordable Rents
Affordable Rent general needs
Average weekly gross rent (£ per week) and unit counts by unit size for Brentwood

£ per week

Unit Size Gross rent  Unit count
Non-self-contained £0.00 0
Bedsit £97.64 1
1 Bedroom £129.47 54
2 Bedroom £160.13 38
3 Bedroom £173.90 16
4 Bedroom £0.00 0
5 Bedroom £0.00 0
6+ Bedroom £0.00 0
All self-contained £146.39 109
All stock sizes £146.39 109
Owredd ztock. All PRPs owning Affordable Rent units - unweighted. Stock outside England is
excluded.

Source: Statistical Data Return (SDR) 1 April 2020 to 31 March 2021

453 The above data can be summarised as follows.

Figure 4.9 Rents by Tenure — £/Month
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Source: Market Survey, HCA Statistical Return and VOA (March 2022)

4.54 In calculating the value of Affordable Rents we have allowed for 10% management costs, 4%
voids and bad debts and 6% repairs, and capitalised the income at 5.5%. It is assumed that
the Affordable Rent is set at the LHA Cap. On this basis affordable rented property has the
following worth.
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Table 4.13 Capitalisation of Affordable Rents
1 Bedroom 2 Bedrooms 3+ Bedrooms
Gross Rent £8,377 £10,471 £12,865
Net Rent £6,702 £8,377 £10,292
Value £121,850 £152,309 £187,124
m2 50 70 84
£/m? £2,437 £2,176 £2,228

Source: HDH (March 2022)

Using this method to assess the value of affordable housing, under the Affordable Rent tenure,
a value of £2,280/m? is derived.

Intermediate Products for Sale

Intermediate products for sale include Shared Ownership and shared equity products. As in
the 2018 LPVA, a value of 65% of open market value is assumed.

In November 2020, the Government undertook a consultation around the standard Shared
Ownership model, the outcome of which was announced in April 2021:

a. A reduction in the minimum first tranche share to 10%.

b. The ability of shared owners to staircase by 1% annually for up to 15 years, at a value
based on the original purchase price uprated by the local House Price Index (and a
reduction in the minimum staircasing threshold from 10% to 5%).

C. A ten-year ‘repair free period’ during which the landlord would fund repairs worth up to
£500 per year, with a one-year rollover, with the shared owner responsible for
undertaking repairs.

Discussions with RPs suggest that, having taken this change into account, values are unlikely
to fall below 65% and that in some cases, they are still bidding at around 70% in the current
market.

In relation to First Homes, these are assumed to subject to a 30% discount and that the
£250,000 cap is assumed to apply.

It is important to note that there is an income cap that applies to Shared Ownership properties
of £80,000/year®. Generally, the Council considers households should not spend more than
40% of their net household income on direct housing costs (mortgage or rent). This means
the maximum monthly charge is in effect £1,300/month, which caps the mortgage at about

36 Affordable home ownership schemes: Buying through shared ownership - GOV.UK (www.gov.uk)
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£450,000 (assuming a 25-year repayment at 3.5%). Assuming a 10% deposit, this means the
maximum price under such products is about £490,000.

Grant Funding
It is assumed that grant is not available.
Older People’s Housing

Housing for older people is generally a growing sector due to the demographic changes and
the aging population. The sector brings forward two main types of product that are defined in
paragraph 63-010-20190626 of the PPG:

Retirement living or sheltered housing: This usually consists of purpose-built flats or
bungalows with limited communal facilities such as a lounge, laundry room and guest room. It
does not generally provide care services, but provides some support to enable residents to live
independently. This can include 24 hour on-site assistance (alarm) and a warden or house
manager.

Extra care housing or housing-with-care: This usually consists of purpose-built or adapted
flats or bungalows with a medium to high level of care available if required, through an onsite
care agency registered through the Care Quality Commission (CQC). Residents are able to live
independently with 24 hour access to support services and staff, and meals are also available.
There are often extensive communal areas, such as space to socialise or a wellbeing centre.
In some cases, these developments are known as retirement communities or villages - the
intention is for residents to benefit from varying levels of care as time progresses.
HDH has received representations from the Retirement Housing Group (RHG) a trade group
representing private sector developers and operators of retirement, care and Extracare
homes. They have set out a case that Sheltered Housing and Extracare Housing should be
tested separately. The RHG representations assume the price of a 1 bed Sheltered unit is
about 75% of the price of existing 3 bed semi-detached houses and a 2 bed Sheltered property
is about equal to the price of an existing 3 bed semi-detached house. In addition, it assumes

Extracare Housing is 25% more expensive than Sheltered Housing.

A typical price of a 3 bed semi-detached home of £525,000 has been assumed in Brentwood
and £550,000 in Ingatestone. On this basis it is assumed retirement and Extracare Housing
has the following worth:
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Table 4.14 Worth of Retirement and Extracare
Brentwood
Area (m?) £ £/m?
3 bed semi-detached 525,000
1 bed Sheltered 50 393,750 7,875
2 bed Sheltered 75 525,000 7,000
1 bed Extracare 65 492,188 7,572
2 bed Extracare 80 656,250 8,203
Ingatestone
3 bed semi-detached 550,000
1 bed Sheltered 50 412,500 8,250
2 bed Sheltered 75 550,000 7,333
1 bed Extracare 65 515,625 7,933
2 bed Extracare 80 687,500 8,594

Source: HDH (March 2022)

There are very few retirement schemes being marketed or recently sold in the area at the time
of this study. The Santhem Residences scheme in Shenfield is now marketing units from
£540,000 to £900,000/unit, which derives values that are some £6,814/m? to £8,262/m?, which
is broadly consistent with the above.

The following values are used in the appraisals, being unchanged from 2018:

Table 4.15 Worth of Retirement and Extracare

All Areas £/m?
Sheltered 7,000
Extracare 8,000

Source: HDH (March 2022)

In the 2018 LPVA allowance was made for ground rent. In this iteration of this assessment
no allowance is made.

The provision of affordable housing has also been considered. It has not been possible to
find any direct comparable where housing associations have purchased social units in a
market led Extracare scheme. Private sector developers have been consulted. They have
indicated that, whilst they have never disposed of any units in this way, they would expect the
value to be in line with other affordable housing. However, they stressed that the buyer (be
that the local authority or housing association) would need to undertake to meet the full service
and care charges.

62



5.1

52

5.3

5.4

5.5

Brentwood Borough Council
CIL Viability Assessment Update — August 2022

5. Non-Residential Values

This chapter sets out an assessment of the markets for non-residential property, providing a
basis for the assumptions of prices to be used in financial appraisals for the sites tested in the
study.

The starting point for this part of this study is the Council’s existing available evidence. The
following assumptions were used in the 2018 LPVA:

Table 5.1 Non-Residential Values (£/m?) - 2018

£/sqft £/m? Yield Value | Assumption
Office £23 £248 7.50% £3,301 £3,000
Industrial £8 £86 8.00% £1,076 £1,000
Primary Retail £30 £323 7.00% £4,613 £4,600
Secondary Retail £20 £215 8.00% £2,691 £2,700
Supermarket £23 £248 5.50% £4,501 £4,500
Small Supermarkets £19 £205 5.50% £3,718 £3,700
Retail Warehouses £17 £183 5.50% £3,327 £3,325
Hotel £3,000

Source: Table 5.2, 2018 LPVA (HDH, August 2018)

There is no need to consider all types of development in all situations — and certainly no point
in testing the types of scheme that are unlikely to come forward as planned development. In
this study we have considered the larger format office and industrial use and retail uses.

In Brentwood, market conditions will broadly reflect a combination of national economic
circumstances and local supply and demand factors. However, even within a town there will
be particular localities, and ultimately site-specific factors, that generate different values and
costs.

National Overview

The various non-residential markets in the Council area reflects national trends. An improved
sentiment has been reported in the press:

Q4 2021: UK Commercial Property Market Survey
Twelve-month expectations hit fresh highs for the industrial sector

e Outlook for values remains upbeat for industrials, data centres, multifamily and aged
care facilities

e Covid developments stifle the recovery in tenant demand across the office sector
during Q4

e But 66% of survey participants still feel office space is essential for a company to
operate successfully
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The Q4 2021 RICS UK Commercial Property Survey suggest conditions remain polarised
across different portions of the real estate market. While already strong twelve-month
projections were further upgraded in the industrial sector, offices and retail continue to struggle,
with the situation not helped by the surge in Covid cases seen during the latest survey period.

During Q4, the headline net balance for occupier demand came in at +16%, similar to the
reading of +18% returned previously. That said, across the three ftraditional sectors, only
industrials posted a positive reading for tenant demand, with the net balance standing at +61%.
Meanwhile, the comparable readings were -3% for offices and -21% for retail. With respect to
offices, this latest figure marks a slight setback from a modestly positive trend cited in Q3 (+7%),
with respondents pointing to the rapid spread of the omicron variant as a negative influence
this quarter.

Looking at the longer term, some additional questions were included to further examine
structural changes sweeping the office sector as a result of the pandemic. Importantly, when
asked if office space is still essential for a company to operate successfully, 66% of respondents
replied ‘yes’, while 29% felt otherwise (the remaining 5% did not have an opinion). Alongside
this, 76% of contributors report that they are seeing a relative increase in demand for flexible
and more local workspaces compared to only 13% who replied negatively. When asked if space
allocation per desk had increased in the wake of the pandemic, 69% reported that more space
has been allotted to individual desks. Notwithstanding the general perception that offices are
still essential for businesses, 87% of respondents also report seeing re-purposing of office
space for other uses, with 15% highlighting that this is occurring in significant volumes.

Turning to the rental outlook, respondents foresee a modest pick-up in prime office rents over
the coming twelve months (+1%), while rents for secondary office space are anticipated to fall
by around 3% (both similar reading to the Q3 results). Across the other market sectors,
industrial rents are projected to rise by around +7% over the year head, the strongest
expectations returned since this series was formed in 2014. On the same basis, secondary
industrial rents are seen rising by 4%. Expectations remain negative for retail, with prime rents
envisaged falling by 3% while secondary rents expected to see a near 6% decline. From a
broad regional perspective, the only noticeable differences from the national averages are seen
in the office sector. Indeed, prime office rents in London and the south are expected to edge
higher over the year to come, while the Midlands and the North exhibit flat projections.....

Q4 2021: RICS UK Commercial Property Market Survey

This chapter sets out an update of assessment of the markets for non-residential property,
providing a basis for the assumptions of prices to be used in financial appraisals for the sites
tested in the study.

Brentwood Non-Residential Market

This study is concerned with new property that is likely to be purpose built. There is little
evidence of a significant variance in price for newer premises more suited to modern business,
although very local factors (such as the access to transport network) is reported to be
important.

Various sources of market information have been analysed, the principal sources being the
local agents, research published by national agents, and through the Estates Gazette’s
Property Link website (a commercial equivalent to Rightmove.com). In addition, information
from CoStar (a property industry intelligence subscription service) has been used. Clearly
much of this commercial space is ‘second-hand’ and not of the configuration, type and
condition of new space that may come forward in the future, so is likely to command a lower
rent than new property in a convenient well accessed location with car parking and that is well
suited to the modern business environment.
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Appendix 8 includes market data from CoStar. Due to the relative sparsity of transactions
and evidence since 2018, we have presented data for Basildon, Brentwood and Epping Forest
Councils, being similarly located to the northeast of London / south Essex.

Offices

CoStar data shows a decrease in rents in the office sector over the last few years, and an
increase in vacancy rates.

Figure 5.1 Offices Vacancy Rates v Rent (£/sqft)
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Source: CoStar (March 2022)

The office offering in Brentwood is limited, with few (if any) modern office schemes. There are
several larger buildings, such as One London Road and the Academy Place schemes to the
southwest of Brentwood town, and several larger buildings close to Brentwood Station, but
most other office space tends to be in older buildings, close to the town centre, with limited
parking.

The average rent across the 20 lettings in Brentwood is £188,50/m?/year, however there is a
substantial range from less than £90/m?/year to over £330/m? per year.
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In the 2018 LPA it was assumed that good quality new offices would generally achieve rents
be in the region of £250/m?/year (£23/sqft/year). This assumption is carried forward and aligns
with the rents achieved on more modern, flexible buildings, with adequate parking.

On average yields are around 6% and the median is fractionally less.

On this basis new office development would have a value of £3,900/m? (having allowed for a
rent free / void period of 12 months). CoStar reports a high value of over £7,000/m?, however
these are exceptional. Bearing in mind the nature of the new development that this study is
concerned with, office development is assumed to have a value of £3,900/m?.

Industrial and Distribution

CoStar data also shows a decline in vacancy rates and an increase in rents over the few years
in the industrial sector:

Figure 5.2 Industrial Vacancy Rates v Rent (£/sqft)
Vacancy & Market Rent Per SF
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Source: CoStar (March 2022)

The existing industrial provision in the Borough is relatively dated and concentrated to the
northeast of Brentwood at Tallon Road and Prospect Way where there are numerous
manufacturing and trade counter type units. Similarly, there is a cluster of units at Hubert
Road in the southwest of Brentwood. There are also existing clusters of development around
Junctions 28 and 29 of the M25. In this regard, it is timely to note that St. Modwen has
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submitted a planning application for the Brentwood Enterprise Park in relation to a 26ha site
at Junction 29 which includes over 100,000m? of warehousing and ancillary development.

The highest industrial rents are over £200/m?/year, although figures around £100/m?/year
£86/m? (£8/sqft) are more typical (being an increase from £86/m?/year set out in the 2018
LPVA). The yields reported by CoStar are generally below 5% for the largest, modern units.

Whilst there is little differentiation of rents relative to the size of the units in terms of rent, we
have considered very large units in more detail as this is currently an area of particular growth.
Due to the lack of local comparables, wider data has been drawn on. We have reviewed
several sources.

a. Savills, in Big Shed Briefing (Savills, January 2022), reports rents of £8.50/sqft to
£25/sqft in London and the Southeast. A prime investment yields, on a national basis,
of about 3.25% for multi let units and for distribution is given. It is notable that rents
have increased and yields fallen in the last year.

b. CBRE, in UK Logistics Market Summary Q4 2021 (CBRE, January 2022) reports the
following for prime ‘Big Box’ rent in the South East submarket of £20.00.50 per sq. ft
pa) (3.5% NIY).

C. Knight Frank, in London & SE Industrial Market Research, 2021 Review (Knight Frank,
January 2022), reports prime rents of £25/sqft) and yields of 3.5%.

On this basis new large industrial (having allowed for a rent free / void period of 12 months)
units are assumed to have a value of £2,100/m?2. Smaller industrial (having allowed for a rent
free / void period of 12 months) units are assumed to have a value of £1,445/m?. Taking a
cautious approach, large logistics sheds would have a value of £2,800/m?.

Retail

The CoStar data shows a decline in rents over the last few years.

67



5.22

5.23

Brentwood Borough Council
CIL Viability Assessment Update — August 2022

Figure 5.4 Retail Vacancy Rates v Rent (£/sqft)
Vacancy & Market Rent Per SF
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The market is segmented with the core of Brentwood thriving, but with secondary locations
remaining challenging. Activity in the retail property market is concentrated in the core of
Brentwood. There is little current out-of-town retail activity in the Borough.

The average rents in Brentwood, as reported by CoStar, are a little under £300/m?/year®’, but
vary from about £110/m?/year to over £700/m?/year, although this should be considered to be
an outlier as the next highest rent is reported to be about £460/m?/year. Rents for small units
in the best central locations are currently over £365/m?/year although generally they are well
below this level at around £275/m?/year in all but the best locations®. A value (based on a
5% yield) of £6,950/m? is used for town centre shop-based retail and a value (based on a 7.5%
yield) of £3,400/m? is used for secondary location, shop-based retail.

37 These rents are calculated over the whole building area rather than just the sales area.

38 This area is relatively limed being restricted to the length of the High Street between the B185 (Kings Road /
Weald Road) and the A128 (Ongar Road / Ingrave Road), but excluding the Baytree Centre (as it is set back from
the High Street).
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We have given consideration to supermarkets and retail warehouses. There is little local
evidence that is publicly available relating to these in the Council area, however drawing on
our wider experience we have assumed supermarket rents of £250/m? with a yield of 4.5% to
give a value of £5,500/m?,

In the case of retail warehouses, we have assumed a rent of £180/m?2 and a yield of 5% giving
a value of £3,365/m?.

Hotels

There have been a number of new hotels in the area and there is a recognised need (and
demand) for further provision. For the hotel sector, a rental of £4,500/room/year for newbuild
hotels is assumed to apply across the area. Assuming a yield of 6%, this equates to a value
of about £3,000/m?. It is important to note that this study is only concerned with newbuild
hotels®®.

Appraisal Assumptions

The following assumptions have been used:

Table 5.2 Non-Residential Values (£/m?) - 2022
Rent £/m? Yield Rent free Value | Assumption
period

Offices £250 6.00% 1.0 £3,931 £3,900
Industrial - Large £100 4.50% 1.0 £2,127 £2,100
Industrial - Small £100 6.50% 1.0 £1,445 £1,000
Logistics £150 4.00% 2.0 £3,467 £2,800
Retail - Prime £365 5.00% 1.0 £6,952 £6,950
Retail (elsewhere) £275 7.50% 1.0 £3,411 £3,400
Supermarket £250 4.50% 0.0 £5,556 £5,550
Retail warehouse £180 5.00% 2.0 £3,265 £3,265
Hotel (per room) £4,500 6.00% 0.0 £3,036 £3,035

Source: HDH (March 2022)

39 60 rooms x £4,500 = £270,000. 6% yield = £4,500,000. 60 rooms @19m? + 30% circulation space = £3,000/m?
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6. Land Values

Chapters 2 and 3 set out the methodology used in this assessment to assess viability, as
carried forward from the 2018 LPVA. An important element of the assessment is the value of
the land. Under the method recommended in the Harman Guidance, the worth of the land
before consideration of any increase in value, from a use that may be permitted through a
planning consent, is the Existing Use Value (EUV). This is used as the starting point for the
assessment.

In this chapter, the values of different types of land are considered. The value of land relates
closely to the use to which it can be put and will range considerably from site to site. As this
is a high-level study, the three main uses, being agricultural, residential and industrial have
been researched. The amount of uplift that may be required to ensure that land will come
forward and be released for development has then been considered.

In this context it is important to note that the PPG says (at 10-016-20180724) that the ‘Plan
makers should establish a reasonable premium to the landowner for the purpose of assessing
the viability of their plan. This will be an iterative process informed by professional judgement
and must be based upon the best available evidence informed by cross sector collaboration.
For any viability assessment data sources to inform the establishment the landowner premium
should include market evidence and can include benchmark land values from other viability
assessments’. It is therefore necessary to consider the EUV as a starting point.

In the 2018 LPVA the following approach to deriving the BLV was taken

a. Based on EUV + where the EUV is:

i. Industrial £1,200,000/ha
ii. Agricultural £25,000/ha
iii. Paddock £50,000/ha
iv. Dunton Hills (Agricultural / golf) £100,000/ha
b. On brownfield sites an uplift of 20% is used to give a Benchmark Land Value close to

the median price paid for recently consented, policy compliant land — most of which is
brownfield land.

C. On greenfield sites an uplift of £450,000 is used to give a Benchmark Land Value that
is a little less than £500,000/ha. This is in line with the representations received and
consistent with the price paid for greenfield sites.

Existing Use Values

To assess development viability, it is necessary to analyse Existing and Alternative Use
Values. EUV refers to the value of the land in its current use before planning consent is
granted, for example, as agricultural land. AUV refers to any other potential use for the site,
for example, a brownfield site may have an alternative use as industrial land.
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The updated PPG includes a definition of land value as follows:

How should land value be defined for the purpose of viability assessment?

To define land value for any viability assessment, a benchmark land value should be
established on the basis of the existing use value (EUV) of the land, plus a premium for the
landowner. The premium for the landowner should reflect the minimum return at which it is
considered a reasonable landowner would be willing to sell their land. The premium should
provide a reasonable incentive, in comparison with other options available, for the landowner
to sell land for development while allowing a sufficient contribution to comply with policy
requirements. This approach is often called ‘existing use value plus’ (EUV+).

In order to establish benchmark land value, plan makers, landowners, developers,
infrastructure and affordable housing providers should engage and provide evidence to inform
this iterative and collaborative process.

PPG: 10-013-20190509
What is meant by existing use value in viability assessment?

Existing use value (EUV) is the first component of calculating benchmark land value. EUV is
the value of the land in its existing use. Existing use value is not the price paid and should
disregard hope value. Existing use values will vary depending on the type of site and
development types. EUV can be established in collaboration between plan makers, developers
and landowners by assessing the value of the specific site or type of site using published
sources of information such as agricultural or industrial land values, or if appropriate capitalised
rental levels at an appropriate yield (excluding any hope value for development).

Sources of data can include (but are not limited to): land registry records of transactions; real
estate licensed software packages; real estate market reports; real estate research; estate
agent websites; property auction results; valuation office agency data; public sector
estate/property teams’ locally held evidence.

PPG: 10-015-20190509

The land value should reflect policy requirements and planning obligations. The value of the
land for a particular typology (or site) needs to be compared with the EUV. If the Residual
Value does not exceed the EUV, plus the Landowner’s Premium, then the development is not
viable; if there is a surplus (i.e. profit) over and above the ‘normal’ developer’s profit/return
having paid for the land, then there is scope to make developer contributions. For the purpose
of the present study, it is necessary to take a comparatively simplistic approach to determining
the EUV. In practice, a wide range of considerations could influence the precise value that
should apply in each case, and at the end of extensive analysis, the outcome might still be
contentious.

Residential Land

In August 2020, MHCLG published Land value estimates for policy appraisal 2019%°. This
was prepared by the Valuation Office Agency (VOA) and sets out land values at April 2019.
The Brentwood figure is £7,000,000/ha. This figure assumes nil affordable housing. As

40 hitps://www.gov.uk/government/publications/land-value-estimates-for-policy-appraisal-2019
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stressed in the paper, this is a hypothetical situation and ‘the figures on this basis, therefore,
may be significantly higher than could be reasonably obtained in the actual market .

The VOA assumed as follows:

Any liability for the Community Infrastructure Levy (CIL), even where it was planning
policy as at 1 April 2019, has been excluded.

It has been assumed that full planning consent is already in place; that no grants are
available and that no major allowances need to be made for other s106/s278 costs.

The figures provided are appropriate to a single, hypothetical site and should not be
taken as appropriate for all sites in the locality.

In a small number of cases schemes do not produce a positive land value in the Model.
A ‘floor value’ of £370,000 (outside London) has been adopted to represent a figure at
less than which it is unlikely (although possible in some cases) that 1 hectare of land
would be released for residential development.

This has been taken on a national basis and clearly there will be instances where the
figure in a particular locality will differ based on supply and demand, values in the area,
potential alternative uses etc. and other factors in that area.

Each site is 1 hectare in area, of regular shape, with services provided up to the
boundary, without contamination or abnormal development costs, not in an
underground mining area, with road frontage, without risk of flooding, with planning
permission granted and that no grant funding is available.

The site will have a net developable area equal to 80% of the gross area (excluding
London).

For those local authorities outside London, the hypothetical scheme is for a
development of 35, two storey, 2/3/4 bed dwellings with a total floor area of 3,150
square metres.

For those local authorities in London, the hypothetical scheme varies by local authority
area and reflects the type/scale of development expected in that locality. The attached
schedules provide details of gross/net floor areas together with number of units and
habitable rooms.

These densities are taken as reasonable in the context of this exercise and with a view fo a
consistent national assumption. However, individual schemes in many localities are likely to
differ from this and different densities will impact on values achievable.

6.10 There are few larger development sites being marketed in the area however there are a

number of small development sites being marketed in the area (within 5 miles of Brentwood)
at the time of this study. This includes parcels of land without planning potential.
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Table 6.1 Building Sites for Sale — March 2022
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Source: Market Survey (March 2022)

As in the research presented in the 2018 LPVA, it is important to note that some of these are

6.11

‘Grand Design’ type sites — rather than sites for the types of estate housing anticipated under

the new Plan.

6.12 Recent transactions based on planning consents over the last few years and price paid

information from the Land Registry have been researched and are set out in Appendix 10

and summarised in the following table.
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Table 6.2 Recent Sales of Development Land
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Source: Land Registry, CoStar and BBC (March 2022)

6.13 These values are on a whole site (gross area) basis and range considerably.
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Table 6.3 Recent Sales of Development Land - All

£/ha £/unit
Minimum £192,857 £45,000
Average £8,972,990 £255,064
Median £5,643,987 £121,250
Maximum £22,500,000 £993,257

Source: Land Registry, CoStar and BBC (March 2022)

It is important to note that several of the above parcels of land did not achieve the policy
compliant levels of affordable housing. Those should be given limited weight.

Table 6.4 Recent Sales of Development Land - Policy Compliant

£/ha £/unit
Minimum £1,911,290 £73,789
Average £11,097,091 £174,375
Median £5,750,000 £98,750
Maximum £22,500,000 £464,516

Source: Land Registry, CoStar and BBC (March 2022)

In this regard, we have a caveat and that is in relation to very large sites. Large sites have
their own characteristics and are often subject to very significant infrastructure costs and
amounts of open space which result in lower values. The median site size in the above data
was 0.62ha and had an approval for 18 units. It is notable that the only transaction for a site
of over 200 units was sold for about £350,000/ha, as recorded in the 2018 LPVA.

In the case of non-residential uses we have taken a similar approach to that taken with
residential land except in cases where there is no change of use. Where industrial land is
being developed for industrial purposes, we have assumed a Benchmark Land Value of the
value of industrial land.

Industrial Land

In the 2018 LPVA a value of £1,200,000/ha was assumed. Land value estimates for policy
appraisal provides a value figure for industrial land in the Brentwood of £850,000/ha.

CoStar (a property market data service) includes details of industrial land however there is
very little local evidence available so the combined areas of Epping Forest, Brentwood and
Basildon have been considered, these are summarised in Appendix 10. These sites vary
very considerably, with some including significant buildings or reflecting residential
development potential.

There are several published indices Residential Development Land, these suggest a modest
increase in residential land prices since the 2018 LPVA.
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Figure 6.1 Knight Frank Residential Development Land Index
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Figure 6.2 Savills Residential Development Land Index
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6.20 In this update, the value of £1,200,000/ha is assumed to still apply.

6.21 Inthis context it is important to consider the EUV of the West Horndon site. This is an industrial
park, part of which is currently used as a mixed-use industrial site that has a number of
separate tenants and occupiers. It is beyond the scope of this study to assess whether the
site is available for development immediately so have assumed that it is (as it is being actively
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promoted into the Local Plan). It has been assumed that the EUV of this site is as for industrial
land.

Agricultural and Paddocks

The RICS/RAU Rural Land Market Survey reports agricultural land values on a regular basis.
The most recent report*' suggests an England average values of £27,178/ha (20ha to 80ha).

Land value estimates for policy appraisal (MHCLG, August 2020) provides a value figure for
agricultural land in the area of £25,000/ha. We have checked this assumption:

a. Savills The Farmland Market*? suggests a value of £20,781/ha in Essex.

b. Strutt and Parker's English Estates & Farmland Market Review Winter 2021/2022*
states ’the average value of arable land was £9,400/acre, while the average price of
pasture was £7,400/acre’.

C. Carter Jonas Farmland Market Update** reports values of £8,500/acre for arable land
and £6,800/acre for pasture.

At the time of this update there were several blocks of agricultural land available for sale. The
asking prices were between £21,400/ha and £25,100/ha.

The assumption of £25,000/ha for agricultural land used in the 2018 LPVA has been carried
into this assessment. As in the 2018 LPVA, a higher value of £50,000/ha for village and town
edge paddocks is assumed.

In this context it is important to consider the EUV of the Dunton Hills Garden Village site. The
assumption used in the Local Plan Hearing SoCG is carried forward and used here.

Existing Use Values Assumptions

In this assessment the following Existing Use Value (EUV) assumptions are used, being
carried forward from the 2018 Assessment.

41 rics-rau-farmland-market-report-h1-2021.pdf

42 spotlight---the-farmland-market-2022.pdf (savills.co.uk)

43 Estates and farm agency, market value and market update (struttandparker.com) f
44 Farmland Market Update Q4 2021 | Carter Jonas
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Table 6.5 EUV Assumptions £/ha
Industrial £1,200,000
Agricultural £25,000
Paddock £50,000
Dunton Hills (Agricultural / £100,000
golf)

Source: HDH 2022

Benchmark Land Values

The approach used to derive BLV in the 2018 LPVA is carried into this assessment

unchanged.

a. Based on EUV + where the EUV is:
i. Industrial
ii. Agricultural
iii. Paddock
iv. Dunton Hills (Agricultural / golf)

£1,200,000/ha
£25,000/ha
£50,000/ha
£100,000/ha

b. On brownfield sites an uplift of 20% is used to give a Benchmark Land Value close to
the median price paid for recently consented, policy compliant land — most of which is

brownfield land.

C. On greenfield sites an uplift of £450,000 is used to give a Benchmark Land Value that
is a little less than £500,000/ha. This is in line with the representations received and
consistent with the price paid for greenfield sites.

This approach was confirmed through the 2022 consultation by a Strategic Site promoter®.

45 Nigel Jones of Chesters Harcourt for CEG re Dunton Hill Garden Village.
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/. Development Costs

This chapter considers the costs and other assumptions required to produce financial
appraisals for the development typologies.

Development Costs
Construction costs: baseline costs

The cost assumptions are derived from the Building Cost Information Service (BCIS)* data —
using the figures re-based for Essex. The cost figure for ‘Estate Housing — Generally’ was
£1,242/m? at the time of the 2018 LPVA*". At the time of the May 2022 consultation, this had
48 increased by 6.6% to £1,324/m?. In this iteration of the report the latest figure is £1,401/m?,
being an increase of 11.3% since 2018 (see Appendix 12). The most recent figures are used.

The use of the BCIS data is suggested in the PPG (paragraph 10-012-20180724), however,
it is necessary to appreciate that the volume housebuilders are likely to be able to achieve
significant saving due to their economies of scale.

As set out in Chapter 2 above, the Government recently announced the outcome of its
consultation on ‘The Future Homes Standard’*®. This is linked to achieving the ‘net zero’
greenhouse gas emissions by 2050. This is considered in Chapter 8 below.

The appropriate build cost is applied to each house type, with the cost of Estate Housing
Detached being applied to detached housing, the costs of flats being applied to flats and so
on. Appropriate costs for non-residential uses are also applied. The median cost is used as
in the 2018 Viability Assessment.

Through the 2022 consultation, a promoter of a Strategic Site®® suggested that ‘that the
Council also have regard to Tender Price indices (TPI) which measure the movement in prices
agreed between clients and contractors at ‘commit to construct’, normally when the tender is
accepted’. In this assessment that most recent BCIS costs are used, rather than an indexed
cost.

46 BCIS is the Building Cost Information Service of the Royal Institution of Chartered Surveyors.
47 BCIS Rebased to Essex — 4" August 2018
48 BCIS Rebased to Essex — 26" March 2022

49 https://www.gov.uk/government/consultations/the-future-homes-standard-changes-to-part-I-and-part-f-of-the-
building-regulations-for-new-dwellings?utm_source=7711646e-e9bf-4b38-ab4f-
9ef9a8133f14&utm_medium=email&utm_campaign=govuk-notifications&utm_content=immediate

50 Leona Hannify of Icini for EA Strategic Land.
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Construction costs: affordable dwellings

The procurement route for affordable housing is assumed to be through construction by the
developer and then disposal to a housing association on completion. In the past, when
considering the build cost of affordable housing provided through this route, we took the view
that it should be possible to make a saving on the market housing cost figure, on the basis
that one might expect the affordable housing to be built to a slightly different specification than
market housing. However, the pressures of increasingly demanding standards for housing
association properties have meant that, for conventional schemes of houses at least, it is no
longer appropriate to use a reduced build cost; the assumption is of parity.

Other normal development costs

In addition to the BCIS £/m? build cost figures described above, allowance needs to be made
for a range of site costs (roads, drainage and services within the site, parking, footpaths,
landscaping and other external costs). Many of these items will depend on individual site
circumstances and can only properly be estimated following a detailed assessment of each
site. This is not practical within this broad-brush study and the approach taken is in line with
the PPG and the Harman Guidance.

Nevertheless, it is possible to generalise. Drawing on experience and the comments of
stakeholders it is possible to determine an allowance related to total build costs. This is
normally lower for higher density than for lower density schemes since there is a smaller area
of external works, and services can be used more efficiently. Large greenfield sites would
also be more likely to require substantial expenditure on bringing mains services to the site.

A scale of allowances has been developed for the residential sites, ranging from 10% of build
costs for the smaller sites, to 20% for the larger greenfield multi-outlet / multi-phase schemes.
On the high density flatted schemes, we have assumed site costs of 5% (on the basis that it
is likely to be on a serviced site and have very limited landscaping and other external works).

At the May 2022 consultation event it was suggested® that 15% would be a typical cost,
however this may be insufficient. It is agreed that 15% is a normal cost in this regard, however
a cautious approach is taken, carrying the 2018 assumption forward. Subsequently it was
observed that 20% was ‘far too low’ for the Officer's Meadow site and figures of £26.15m for
an 825 unit scheme and £25.5m for a 700 unit scheme were suggested.

The 20% assumption equates to £22.349m, however the figures are not directly comparable
with the suggested figures including a contingency allowance (5%) and the assumption does
not. Further the submitted costs include abnormal and strategic infrastructure costs of over

5" Tom Hegan of Turner Morum re Officer's Meadow.
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£8,000,000%. The PPG is clear that the abnormal costs should be reflected in the Benchmark
Land Value and the strategic infrastructure costs are covered elsewhere.

Bearing in mind that it is a large Strategic Site, the contingency assumption has been brought
in line with the other Strategic Sites(see below).

Garden Village Principles

It is assumed that the potential allocation at Dunton Hills would be developed under Garden
City Principles.

Figure 7.1 Scheme Layouts

Conventional Layout (A) Garden City Layout (B)

I
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This scheme is modelled broadly as in the Statement of Common Ground submitted to the
Local Plan hearings (except with regard to the cashflow assumptions). The site promoter®
noted, through the 2022 consultation, that site costs ‘would be higher’ however this was not
quantified.

Abnormal development costs and brownfield sites
With regard to abnormals, paragraph 10-012-20180724 of the PPG says:

... abnormal costs, including those associated with treatment for contaminated sites or listed
buildings, or costs associated with brownfield, phased or complex sites. These costs should be
taken into account when defining benchmark land value ...

This needs to be read with paragraph 10-014-20180724 of the PPG that says that:

52 Being items 1.02, 1.04, 1.08, 3.01, 3.02, 4.06, 4.10, 4.11, 4.12, 10.01, 10.02, 10.03, 10.11.
53 Nigel Jones of Chesters Harcourt for CEG re Dunton Hill Garden Village.
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Benchmark land value should: ... reflect the implications of abnormal costs; site-specific
infrastructure costs; and professional site fees and ...
The consequence of this, when considering viability in the planning, is that abnormal costs
should be added to the cost side of the viability assessment, but also reflected in (i.e. deducted
from) the BLV. This has the result of balancing the abnormal costs on both elements of the
appraisal.

This approach is consistent with the treatment of abnormals that was considered at Gedling
Council’'s Examination in Public. As set out in Gedling, it may not be appropriate for abnormals
to be built into appraisals in a high-level assessment of this type. Councils should not plan for
the worst-case option — rather for the norm. For example, if two similar sites were offered to
the market and one was previously in industrial use with significant contamination, and one
was ‘clean’ then the landowner of the contaminated site would have to take a lower land receipt
for the same form of development due to the condition of the land. The Inspector said:

... demolition, abnormal costs and off site works are excluded from the VA, as the threshold
land values assume sites are ready to develop, with no significant off site secondary
infrastructure required. While there may be some sites where there are significant abnormal
construction costs, these are unlikely to be typical and this would, in any case, be reflected in
a lower threshold land value for a specific site. In addition such costs could, at least to some
degree, be covered by the sum allowed for contingencies.
In some cases, where the site involves redevelopment of land which was previously
developed, there is the potential for abnormal costs to be incurred. Abnormal development
costs might include demolition of substantial existing structures; flood prevention measures at
waterside locations; remediation of any land contamination; remodelling of land levels; and so
on. An additional allowance is made for abnormal costs associated with brownfield sites of

5% of the BCIS costs.

In summary, abnormal costs will be reflected in land value. Those sites that are less expensive
to develop will command a premium price over and above those that have exceptional or
abnormal costs.

Fees

Professional fees are assumed to amount to 10% of build costs and for non-residential
development 8% is assumed.

Additional allowance is made for the planning application fee, acquisition costs, sales
(disposal) fees and fees in relation to finance.

Contingencies

For previously undeveloped and otherwise straightforward sites, a contingency of 2.5% has
been allowed for, with a higher figure of 5% on more risky types of development, previously
developed land and on central locations. So the 5% figure was used on the brownfield sites
and the 2.5% figure on the remainder.
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A site promoter® noted, through the 2022 consultation, that a higher allowance should be
made in relation to ‘infrastructure costs’. The infrastructure costs used, as provided by the
Council, include appropriate contingency allowances.

The promoter of the Officer's Meadow®® site submitted a site specific appraisal through the
consultation that used a 5% contingency. Whilst no rational was set out for this, bearing in
mind that it is a large Strategic Site this assumption has been adopted here, so to be
consistent.

It is accepted that we are in a period of inflation. Sensitivity testing to changes in costs and
values will be carried out.

S106 Contributions and the costs of infrastructure

For many years, the Council has sought payments from developers to mitigate the impact of
the development through improvements to the local infrastructure. The CIL Regulations (122
and 123) impact on this area of policy. Historically, many of the contributions from smaller
sites either relate to very local matters (such as improvements to the highway close to or
adjacent to the site) or more usually to more general contributions to off-site education and
open spaces. These are now limited though the restrictions on pooling s106 payments from
five or more sites that came into effect in April 2015 (see Chapter 2 above). In this study it is
important that the costs of mitigation are reflected in the analysis. We have assumed all the
modelled sites will contribute £2,500 per unit towards infrastructure — either site specific or
more general®.

In relation to the Strategic Sites, the Council, working with the County Council and other
partners, has assessed (bearing in mind the restraints of CIL Regulations 122 and 123) the
s106 requests for each Strategic Site. In the 2018 LPVA the following s106 costs are used:

Table 7.1 Strategic Sites Strategic Infrastructure and Mitigation Costs

Units Area ha £ £/unit
Officers Meadows masterplan area 825 38.74| £18,073,121 £21,907
West Horndon masterplan 580 17.25| £14,468,399 £24,946
Dunton Hills Garden Village 3,500 257.00| £126,697,158 £36,199

Source: BBC (October 2018)

The figure for Dunton Hill was increased from £126,697,158 to £136,814,791 in the run up to
Local Plan hearings and was used in the Statement of Common Ground prepared for the

54 Nigel Jones of Chesters Harcourt for CEG re Dunton Hill Garden Village.
55 Tom Hegan of Turner Morum re Officer's Meadow.

56 Analysis of recent planning approvals suggest an average payment of £1,140 per developed unit.
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hearings. This increased figure is used here. The above figures are based on October 2018
costs. These have been indexed to July 2022°% and have been updated as follows:

Table 7.2 Strategic Sites Strategic Infrastructure and Mitigation Costs

Units |Area ha 2018 2022
£ £/unit £ £/unit
Officers Meadows 825 38.74| £19,372,080 | £23,481 £23,884,210 £28,951
masterplan area
West Horndon 580 17.25| £10,863,689 | £18,730 £13,394,051 £23,093
masterplan

Dunton Hills Garden 4,000 | 257.00| £136,814,791 £34,203 £168,681,590 £42,170
Village

Brentwood Enterprise £10,744,530 £13,247,138
Park

Source: BBC (July 2022)

Based on the current planning application for 112,466m? of space, the Brentwood Enterprise
Park requirement works out at £118/m?2.

The above costs are officers’ best estimates. It will be necessary to keep these under review
as the CIL process continues.

The promoter of Dunton Hills®® noted as follows:

... it should be confirmed that DHGV is a site where it is appropriate for CIL to be set at zero
due to the district wide infrastructure/benefits and contributions to be secured through the S.106
agreement.
This is not accepted. It is necessary that rates of CIL are informed by the viability evidence.
The levels of other developer contribution, specifically the s106 requirements will impact on
the rates of CIL and may lead to a zero rate.

At the May 2022 consultation event it was suggested®® that that regard must be had to the
additional costs that may arise as a result of M25 highways work as a result of Highways
England’s possible requirements.

57

BCIS General Building Cost Index
Date Index Status
Oct-2018 354.2 | Firm
Jul-2022 436.7 | Forecast
Change 82.5 23.29%

58 Nigel Jones of Chesters Harcourt for CEG re Dunton Hill Garden Village.

5 Tom Hegan of Turner Morum re Officer's Meadow.
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The IDP as published in Jan 2021 and subsequently examined and approved through the EiP.
Following this, BBC also added the cost of A12 Junction 12 (which had not been included in
the IDP version Jan 2021) so A12 Junction12 has been included in the above figures. It is
unclear what is meant by M25 work requested by Highways England; if this is the additional
lane on M25 to address background growth from the wider area, Highways England confirmed,
at the EiP that they are not asking Brentwood to mitigate wider region’s growth.

In addition to the above, it is necessary to consider the Recreation Avoidance Disturbance
Strategy (RAMS) for potential impacts on the coastal protected biodiversity areas. This is only
likely to affect new properties in the eastern area of Ingatestone Parish. The current tariff is
£125.58/dwelling. This cost is assumed to be with the base costs for s106 (being £2,500/unit
as set out above).

Financial and Other Appraisal Assumptions
VAT

For simplicity, it has been assumed throughout, that either VAT does not arise, or that it can
be recovered in full.

Interest rates

Our appraisals assume 6% pa for total debit balances, we have made no allowance for any
equity provided by the developer. This does not reflect the current working of the market nor
the actual business models used by developers. In most cases the smaller (non-plc)
developers are required to provide between 30% and 40% of the funds themselves, from their
own resources, so as to reduce the risk to which the lender is exposed. The larger plc
developers tend to be funded through longer term rolling arrangements across multiple sites.

The 6% assumption may seem high given the low base rate figure (1% May 2022).
Developers that have a strong balance sheet, and good track record, can undoubtedly borrow
less expensively than this, but this reflects banks’ view of risk for housing developers in the
present situation. In the residential appraisals, a simple cashflow is used to calculate interest.

A site promoter® noted, through the 2022 consultation, that regard should be given to the
recent increase in interest rates and a higher rate (say 7.5%) be used. Whilst base rates have
increased, finance rates are little changed. A rate of 7% is now used.

The assumption that 6% interest is chargeable on all the funds employed, has the effect of
overstating the total cost of interest as most developers are required to put some equity into
most projects. In this study a cautious approach is being taken.

60 Nigel Jones of Chesters Harcourt for CEG re Dunton Hill Garden Village.
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Developers’ return

An allowance needs to be made for developers’ profit / return and to reflect the risk of
development. Neither the NPPF, nor the CIL Regulations, nor the CIL Guidance provide
useful guidance in this regard so, in reaching this decision, the RICS’s ‘Financial Viability in
Planning’ (August 2012), the Harman Guidance Viability Testing Local Plans, Advice for
planning practitioners (June 2012), and the HCA’s Economic Appraisal Tool have been
referred to. None of these documents are prescriptive, but they do set out some different
approaches.

RICS’s ‘Financial Viability in Planning’ (August 2012) says:

3.3.2 The benchmark return, which is reflected in a developer’s profit allowance, should be
at a level reflective of the market at the time of the assessment being undertaken. It will include
the risks attached to the specific scheme. This will include both property-specific risk, i.e. the
direct development risks within the scheme being considered, and also broader market risk
issues, such as the strength of the economy and occupational demand, the level of rents and
capital values, the level of interest rates and availability of finance. The level of profit required
will vary from scheme to scheme, given different risk profiles as well as the stage in the
economic cycle. For example, a small scheme constructed over a shorter timeframe may be
considered relatively less risky and therefore attract a lower profit margin, given the exit position
is more certain, than a large redevelopment spanning a number of years where the outturn is
considerably more uncertain. ........

The Harman Guidance says:

Return on development and overhead

The viability assessment will require assumptions to be made about the average level of
developer overhead and profit (before interest and tax).

The level of overhead will differ according to the size of developer and the nature and scale of
the development. A ‘normal’ level of developer’s profit margin, adjusted for development risk,
can be determined from market evidence and having regard to the profit requirements of the
providers of development finance. The return on capital employed (ROCE) is a measure of the
level of profit relative to level of capital required to deliver a project, including build costs, land
purchase, infrastructure, etc.

As with other elements of the assessment, the figures used for developer return should also be
considered in light of the type of sites likely to come forward within the plan period. This is
because the required developer return varies with the risk associated with a given development
and the level of capital employed.

Smaller scale, urban infill sites will generally be regarded as lower risk investments when
compared with complex urban regeneration schemes or large scale urban extensions.

Appraisal methodologies frequently apply a standard assumed developer margin based upon
either a percentage of Gross Development Value (GDV) or a percentage of development cost.
The great majority of housing developers base their business models on a return expressed as
a percentage of anticipated gross development value, together with an assessment of
anticipated return on capital employed. Schemes with high upfront capital costs generally
require a higher gross margin in order to improve the return on capital employed. Conversely,
small scale schemes with low infrastructure and servicing costs provide a better return on
capital employed and are generally lower risk investments. Accordingly, lower gross margins
may be acceptable.

This sort of modelling — with residential developer margin expressed as a percentage of GDV
— should be the default methodology, with alternative modelling techniques used as the
exception. Such an exception might be, for example, a complex mixed use development with
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only small scale specialist housing such as affordable rent, sheltered housing or student
accommodation.

7.46 The HCA’s Economic Appraisal Tool — the accompanying guidance for the tool kit says:

Developer's Return for Risk and Profit (including developer’s overheads)
Open Market Housing

The developer ‘profit' (before taxation) on the open market housing as a percentage of the value
of the open market housing. A typical figure currently may be in the region of 17.5-20% and
overheads being deducted, but this is only a guide as it will depend on the state of the market
and the size and complexity of the scheme. Flatted schemes may carry a higher risk due to the
high capital employed before income is received.

Affordable Housing

The developer 'profit' (before taxation) on the affordable housing as a percentage of the value
of the affordable housing (excluding SHG). A typical figure may be in the region of 6% (the
profit is less than that for the open market element of the scheme, as risks are reduced), but
this is only a guide.

7.47 Paragraph 10-018-20180724 of the updated PPG says:

7.48

7.49

How should a return to developers be defined for the purpose of viability assessment?

Potential risk is accounted for in the assumed return for developers at the plan making stage.
It is the role of developers, not plan makers or decision makers, to mitigate these risks. The
cost of complying with policy requirements should be accounted for in benchmark land value.
Under no circumstances will the price paid for land be relevant justification for failing to accord
with relevant policies in the plan.

For the purpose of plan making an assumption of 15-20% of gross development value (GDV)
may be considered a suitable return to developers in order to establish the viability of plan
policies. Plan makers may choose to apply alternative figures where there is evidence to
support this according to the type, scale and risk profile of planned development. A lower figure
may be more appropriate in consideration of delivery of affordable housing in circumstances
where this guarantees an end sale at a known value and reduces risk. Alternative figures may
also be appropriate for different development types.

It is unfortunate that the above are not consistent, but it is clear that the purpose of including
a developers’ profit figure is not to mirror a particular business model, but to reflect the risk a
developer is taking in buying a piece of land, and then expending the costs of construction
before selling the property. The use of developers’ profit in the context of area wide viability
testing of the type required by the NPPF and CIL Regulation 14, is to reflect that level of risk.

Broadly there are four different approaches that could be taken:

To set a different rate of return on each site to reflect the risk associated with the
development of that site. This would result in a lower rate on the smaller and simpler
sites — such as the greenfield sites, and a higher rate on the brownfield sites.

To set a rate for the different types of unit produced — say 20% for market housing and
6% for affordable housing, as suggested by the HCA.

To set the rate relative to costs — and thus reflect the risks of development.

To set the rate relative to the gross development value.
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In deciding which option to adopt, it is important to note that the intention is not to re-create
any particular developer’s business model. Different developers will always adopt different
models and have different approaches to risk.

The argument is sometimes made that financial institutions require a 20% return on
development value and if that is not shown they will not provide development funding. In the
pre-Credit Crunch era there were some lenders who did take a relatively simplistic view to risk
analysis but that is no longer the case. Most financial institutions now base their decisions
behind providing development finance on sophisticated financial modelling that it is not
possible to replicate in a study of this type. They require the developer to demonstrate a
sufficient margin, to protect them in the case of changes in prices or development costs, but
they will also consider a wide range of other factors, including the amount of equity the
developer is contributing — both on a loan to value and loan to cost basis, the nature of
development and the development risks that may arise due to demolition works or similar, the
warranties offered by the professional team, whether or not the directors will provide personal
guarantees, and the number of pre-sold units.

This is a high-level study where it is necessary and proportionate to take a relatively simplistic
approach, so, rather than apply a differential return (either site by site or split between market
and affordable housing), it is appropriate to make some broad assumptions.

In the initial iteration (the pre-consultation draft in August 2018) the developer’s profit was
assumed to be 20% of the value of market housing and 6% of the value of affordable housing.
In relation to non-residential development an assumption of 15% is used. These assumptions
should be considered with the assumption about interest rates in the previous section, where
a cautious approach was taken with a relatively high interest rate, and the assumption that
interest is charged on the whole of the development cost. Further consideration should also
be given to the contingency sum in the appraisals which is also reflective of the risks.

Through the 2018 consultation it was highlighted that ‘profit’ should be expressed as a
percentage of GDV rather than costs. This is accepted and agreed, as set out above the
updated PPG says ‘For the purpose of plan making an assumption of 15-20% of gross
development value (GDV) may be considered a suitable return to developers in order to
establish the viability of plan policies’. In line with the updated PPG, the developers’ return
was assessed as 17.5% of GDV being in the middle of the suggested range.

Through the 2022 consultation, a promoter of a Strategic Site®' suggested that ‘... many other
local authorities with CIL provide for 20% profit on GDV..." and that this assumption should be
considered further. Local assumptions have been reviewed:

67 Leona Hannify of Icini for EA Strategic Land.
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Table 7.3 Neighbouring Councils — Developer’s Return Assumptions

Brentwood Oct-18 HDH Planning Residential 17.5% GDV
Non-residential 15% GDV
Epping Forest Sep-20 | HDH Planning Residential

20% Market Housing
6% Affordable Housing
Non-residential 15% GDV

Thurrock Jul-17 AECOM / HDH Pre 2018 PPG
Residential
20% Market Housing
6% Affordable Housing
Non-residential 15% GDV

Chelmsford Jan-18 | HDH Planning Residential
20% Market Housing
6% Affordable Housing
Non-residential 15% GDV

Harlow Garden Town | Apr-19 | Arup/ HDH Residential
20% Market Housing
6% Affordable Housing.

Basildon Feb-18 | Porter Planning Pre 2018 PPG
Economics 20% Market Value

Source: Council Websites (July 2022)

As assumption of 20%:6% for market:affordable housing is approximately equivalent to 17%
across market and affordable housing or 20% of costs.

The developers’ return is assessed as 17.5%, being the assumption used in the 2018 Viability
Assessment.

Phasing and timetable

A pre-construction period of six months is assumed for all of the sites. Each dwelling is
assumed to be built over a nine-month period. The phasing programme for an individual site
will reflect market take-up and would, in practice, be carefully estimated taking into account
the site characteristics and, in particular, the size and the expected level of market demand.
The rate of delivery will be an important factor when the Council is considering the release of
sites so as to manage the delivery of housing and infrastructure. Two aspects are relevant,
firstly the number of outlets that a development site may have, and secondly the number of
units that an outlet may deliver.

On the whole, it is assumed a maximum, per outlet, delivery rate of 50 units per year. On a
site with 35% affordable housing this equates to 33 market units per year. This is considered
to be a cautious approach. On the smaller sites, we have assumed much slower rates to
reflect the nature of the developer that is likely to be bringing smaller sites forward. These
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assumptions are conservative and do, properly, reflect current practice. This is the appropriate
assumption to make to be in line with the PPG and Harman Guidance.

At the May 2022 consultation event the issue of market saturation was raised®?. This is where
there are multiple outlets in close proximity, and where completion between outlets either
results in slower rates or sales or in lower prices. The price assumptions adopted are generally
cautions through the study and the build out rates are consistent with the Council’'s wider
evidence base.

Site Acquisition and Disposal Costs
Site holding costs and receipts

Each site is assumed to proceed immediately (following a 6 month mobilisation period) and
so, other than interest on the site cost during construction, there is no allowance for holding
costs, or indeed income, arising from ownership of the site.

Acquisition costs

A simplistic approach is taken, it is assumed an allowance 1.5% for acquisition agents’ and
legal fees.

Stamp duty is calculated at the prevailing rates.
Disposal costs

For the market and the affordable housing, sales and promotion and legal fees are assumed
to amount to 3.5% of receipts. For disposals of affordable housing, these figures can be
reduced significantly depending on the category, so in fact the marketing and disposal of the
affordable element is probably less expensive than this.

62 Tom Hegan of Turner Morum.
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8. Local Plan and Policy Requirements

The specific purpose of this study is to consider the effect of CIL may have on planned
development as required by the NPPF, PPG and CIL Regulations. The analysis in the 2018
LPVA was based on the policies as set out in the Brentwood Local Plan Pre-Submission Draft,
September 2018%. Now the Local Plan has been adopted, the adopted policies are reviewed,
although it is important to note that in terms of the impact on viability, the requirements are
largely unchanged. The policies that impact directly on viability through adding to the costs of
development are considered below.

As well as the adopted policy requirements the changes in national policy are also considered.
Brentwood Local Plan 2016-2033 (adopted March 2022)
Strategic Policy MGO1: Spatial Strategy

This policy is a general enabling policy that directs the general distribution of development.
The policy does not impact directly on viability.

Strategic Policy MG02: Green Belt

This policy restricts where development may take place. The policy does not impact directly
on viability.

Policy MGO03: Settlement Hierarchy

This policy is a general enabling policy that directs the general distribution of development.
The policy does not impact directly on viability.

Policy MG04: Health Impact Assessments (HIAs)

This policy seeks an HIA on residential schemes of 50 or more and larger non-residential
schemes. In itself an HIA is a small piece of work, the cost of which would be covered by the
general assumptions for professional fees adopted in this report.

The changes to design that may arise are not over and above those covered elsewhere in the
Local Plan.

Policy MGO05: Developer Contributions

As set out in Chapter 7 above, for many years the Council has sought payments from
developers to mitigate the impact of the development, through improvements to the local

63 As provided by the Council on 7" August 2018.
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infrastructure. As in the 2018 LPVA, we have assumed all the modelled sites will contribute
£2,500 per unit towards infrastructure — either site specific or more general. Itis assumed that
this is in addition to any new CIL.

In relation to the Strategic Sites, the Council, working with the County Council and other
partners, has assessed (bearing in mind the restraints of CIL Regulations 122 and 123) the
s106 requests for each Strategic Site. These have been updated as follows:

Table 8.1 Key Sites Strategic Infrastructure and Mitigation Costs

Units Area ha £ £/unit
Officers Meadows masterplan area 825 38.74| £19,372,080 £23,481
West Horndon masterplan 580 17.25| £10,863,689 £18,730
Dunton Hills Garden Village 4,000 257.00| £136,814,791 £34,203
Brentwood Enterprise Park £10,744,530

Source: BBC (March 2022)

A site promoter®* noted, through the 2022 consultation, that a higher contingency allowance
should be made in relation to ‘infrastructure costs’ as these ‘are likely to be increased as more
information becomes available and critically as build cost inflation, particularly in materials
becomes evident. The infrastructure costs used, as provided by the Council, include
appropriate contingency allowances.

In addition to the above, it is necessary to consider the Recreation Avoidance Disturbance
Strategy (RAMS) for potential impacts on the coastal protected biodiversity areas. This is only
likely to affect new properties in the eastern area of Ingatestone Parish. The current tariff is
£125.58/dwelling. This cost is assumed to be with the base costs for s106 (being £2,500/unit
as set out above).

Policy MGO06: Local Plan Review and Update

The policy does not impact directly on viability.

Strategic Policy BEO1: Carbon Reduction, and Renewable Energy
This policy seeks that

All major development will be required to achieve at least a 10% reduction in carbon dioxide
emissions above the requirements of Part L Building Regulations; and

New Non-residential development will be required to achieve a certified ‘Excellent’ rating under
the BREEAM New Construction (Non-Domestic Buildings) 2018 scheme, or other equivalent
standards.

64 Nigel Jones of Chesters Harcourt for CEG re Dunton Hill Garden Village.
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The policy then goes on to seek that:

Wherever possible, application of major development will be required to provide a minimum of
10% of the predicted energy needs of the development from renewable energy.
This is an area where national policy requirements have moved on, so the costs in relation to
these requirements have been reconsidered.

There are a wide range of ways of lowering the greenhouse gas emissions on a scheme,
although these do alter depending on the nature of the specific project. These can include
simple measures around the orientation of the building, and measures to enable natural
ventilation, through to altering the fundamental design and construction.

The Department of Levelling up, Communities and Housing, published the latest revision to
Conservation of Fuel and Power, Approved Document L of the Building Regulations as a
‘stepping stone’ on the pathway to zero carbon homes. It sets the target of an interim 31%
reduction in CO; emissions over 2013 standards for dwellings. The changes will apply to new
homes that submit plans after June 2022 or have not begun construction before June 2023.
It is assumed to apply to all new homes in this assessment.

The costs will depend on the specific changes made and are considered in Chapter 3 of the
2019 Government Consultation®®. These costs have been indexed and would add about 3%
to the base cost of construction and are assumed to apply in the base appraisals.

The Council does not have current plans to move further towards zero carbon so this is not
considered in this assessment.

With regard to the 10% energy generation, the cost of £1,750 /dwelling has been carried
forward from the 2018 viability assessment and has been modelled in this regard.

It is timely to note that building to higher standards that result in lower running costs does
result in higher values®’.

The above relates to residential development. The performance of non-residential
development is normally assessed using the BREEAM system®. The additional cost of

65 The Future Homes Standard 2019 Consultation on changes to Part L (conservation of fuel and power) and Part
F (ventilation) of the Building Regulations for new dwellings (MHCLG, October 2019).

66 BCIS March 2022 409.0 from BCIS Oct 2018 354.2 = 15.5%. £3,134x15.5%+£3,620. £3,620/85m? = £42.60/m?.
£42.60/m? / BCIS Estate Housing £1,324 = 3.2%

67 See EPCs & Mortgages, Demonstrating the link between fuel affordability and mortgage lending as prepared for
Constructing Excellence in Wales and Grwp Carbon Isel / Digarbon Cymru (funded by the Welsh Government) and
completed by BRE and An investigation of the effect of EPC ratings on house prices for Department of Energy &
Climate Change (June 2013.)

68 Building Research Establishment Environmental Assessment Method (BREEAM) was first published by the
Building Research Establishment (BRE) in 1990 as a method of assessing, rating, and certifying the sustainability
of buildings.
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building to BREEAM Very Good standard is negligible as outlined in research® by BRE. The
additional costs of BREEAM Excellent standard ranges from just under 1% and 5.5%,
depending on the nature of the scheme with offices being a little under 2%. It is assumed that
new non-residential development will be to BREEAM Excellent, and this increases the
construction costs by 2% or so. This is tested in the base appraisals.

The emerging policy seeks a Sustainability Statement outlining their approach to the following
issues:

a) adaptation to climate change
b) carbon reduction

c) water management

d) site waste management

e) use of materials.

There are two aspects to these requirements. The first is the reporting element at the planning
application stage. Whilst this is an additional cost, it is a cost that is covered in the allowance
for fees which is at the upper end of the ‘normal’ range. The second is the cost of adaptions,
we are advised that the Council is not seeking standards that are over and above those set
out in Building Regulations except in the case of major development where there is a
requirement for 10% renewable energy (see above).

Policy BEO2: Water Efficiency and Management

New residential development will be required to achieve limits of 110 litres per person per day.
In the base assumptions, it is assumed that measures to reduce the use of water, in line with
the enhanced building regulations, will be introduced. The costs are modest, likely to be less
than £5/dwelling. This cost was based in 2014 so has been indexed”" to £7/dwelling.

Policy BE0O3: Establishing Low Carbon and Renewable Energy Infrastructure Network

At the time of the 2018 LPVA, this was an area of policy that was being developed. The policy
now seeks:

New development proposals of over 500 dwelling units, including brownfield and urban
extensions, or where the clustering of new sites totals more than 500 units, should include
energy masterplans to incorporate decentralised energy infrastructure in line with the following
hierarchy:

69 Delivering sustainable buildings: Savings and payback. Yetunde Abdul, BRE and Richard Quartermaine, Sweett
Group. Published by IHS BRE Press, 7 August 2014.

70 paragraph 285 Housing Standards Review, Final Implementation Impact Assessment, March 2015. Department
for Communities and Local Government.

71 BCIS Index March 2022 — 409.0, March 2014 — 314.9 = 30%
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8.27 Whilst we are not aware of significant heat sources within the Borough at the time of writing,
these can be useful sources of renewable energy, particularly from the incineration of waste,
or from bio sources. New District Heating Schemes are therefore going to require the
construction of a central heat plant as well as the distribution network infrastructure.

8.28 There are few published costs of District Heating Schemes in modern estate housing. There
are savings to be made from not installing gas and boilers in each unit, but these are more
than offset by the costs of laying the heat pipes through the site, heat metering etc. Informal
discussions with suppliers suggest that the additional costs may be in the range of £3,000 to
£7,000 per unit, which is supported by the limited published data’?, depending on the size and
shape of the project. In the 2018 LPVA this cost was not included in the base appraisals.

8.29 There is a significant system in LB Enfield run by Energetik which draws on energy sources
in the Lee Valley. In this case this is not a requirement, rather an opportunity to maximise
financial savings through reduced construction costs through using such efficient heat
sources. Energetik has provided the following advice.

a. A boiler and radiators with controls inside a home will cost marginally more than a
boiler equivalent, and radiators with controls, probably around £300 more per home.

b. The pipe to the home and its cost will depend on the distance from the existing
infrastructure and whether this is part of a block of flats and/or group of houses. This
part of the infrastructure is often referred to as the secondary heating network and
depends on the size and height of the development. On average, it costs £2,000 per
flat and £4,000 per house for a secondary heating network. This will offset the
incoming gas meter housing and meter rig plus gas pipework distribution to the flats
and houses.

C. The cost of extending the Primary Heating Network to a development is £4,300 per
home, whether it be an apartment or house. That cost is a flat cost regardless of the
distance from the present network.

d. Normally the developer pays for item a and b above by delivering the work. The
developer is invoiced over time until final payment upon connection (by Energetik) for
item 3 upon signing a heat agreement.

e. Connection to the system can have knock on savings to the fabric of the home as a
connection can result in the developer achieving at least a 50% reduction in total
carbon towards its 100% saving requirement. At present it has to achieve a 35%
reduction on-site but can offset the rest by paying £95 per tonne of carbon x 30 years.
Energetik has calculated in the past that achieving 40% carbon on-site would cost in
the order of £4,500 per home, (hence avoided cost tariff of £4,300 per home).

72 Assessment of the Costs, Performance, and Characteristics of UK Heat Networks (DoE&CC, 2015) provides
some guidance for infrastructure to distribute heat, but not generation.
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On the sites of over 500 units, an allowance has been made of £6,000/unit (this allowance
has not been made to the Dunton site as we understand that it is not being applied here).

Policy BEO4: Managing Heat Risk

This policy sets out design principles that do not add to the costs of development over and
above those included elsewhere in this assessment.

Policy BE05: Sustainable Drainage

Sustainable Urban Drainage Systems (SuDS) are often a requirement. SuDS aim to limit the
waste of water, reduce water pollution and flood risk relative to conventional drainage systems.
In this study, it is anticipated that new development will be required to incorporate Sustainable
Urban Drainage Schemes (SuDS). SuDS and the like can add to the costs of a scheme —
although in larger projects these can be incorporated into public open space. It is assumed
that the costs of SuDS are included within the additional costs on brownfield sites, however
on the larger greenfield sites it is assumed that SuDS will be incorporated into the green
spaces (subject to local ground conditions), and be delivered through soft landscaping within
the wider site costs.

Strategic Policy BEO6: Communications Infrastructure
This policy is a general enabling policy. The policy does not impact directly on viability.
Policy BEQ7: Connecting New Developments to Digital Infrastructure

This policy seeks that as ‘... a minimum, all new developments must be served by the fastest
available broadband connection, installed on an open access basis ...’

This requirement has been superseded by the changes to Building regulations (Approved
Document R). Generally, the cost of connecting to a fibre network will be equivalent to an
older network. No additional cost is allowed for.

Strategic Policy BE08: Strategic Transport Infrastructure, Strategic Policy BE09: Sustainable
Means of Travel and Walkable Streets, Policy BE10: Sustainable Passenger Transport

The additional costs of these policies are considered under Policy MG05: Developer
Contributions above.

Policy BE11: Electric and Low Emission Vehicle

EV Charging facilities are now a requirement (from 25" June 2023) of Building Regulations
(Approved Document S):

S1. (1) A new residential building with associated parking must have access to electric
vehicle charge points as provided for in paragraph (2).

(2) The number of associated parking spaces which have access to electric vehicle
charge points must be—
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(a) the total number of associated parking spaces, where there are fewer
associated parking spaces than there are dwellings contained in the
residential building; or

(b)  the number of associated parking spaces that is equal to the total number of
dwellings contained in the residential building, where there are the same
number of associated parking spaces as, or more associated parking spaces
than, there are dwellings.

(3) Cable routes for electric vehicle charge points must be installed in any associated
parking spaces which do not, in accordance with paragraph (2), have an electric
vehicle charge point where—

(a) a new residential building has more than 10 associated parking spaces; and

(b)  there are more associated parking spaces than there are dwellings contained
in the residential building.

It is assumed that all new homes have EV charging points. A cost of £976/unit”® has been
modelled. In relation to high density flatted schemes that do not include full parking provision,
an allowance of £5,000 per 50 units is made for shared charging facilities.

Policy BE12: Mitigating the Transport Impacts of Development

The additional costs of this policy are considered under Policy MG05: Developer Contributions
above.

Policy BE13: Parking Standards

It is assumed that the Council’'s wider assumptions with regard to development density and
site capacity take these into account.

Strategic Policy BE14: Creating Successful Places, Policy BE15: Planning for Inclusive
Communities

These policies concern overall design principles. These do not add to the cost of development
over and above the costs considered elsewhere in this assessment.

Strategic Policy BE16: Conservation and Enhancement of Historic Environment
The policy does not impact directly on viability.

Strategic Policy HP01: Housing Mix

There are several aspects of this policy that impact on viability.

The housing mix is to be in line with that in the Council’'s SHMA:

73 paragraph 9 Electric Vehicle Charging in Residential and Non-Residential Buildings (DfT, July 2019).
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Table 8.2 Housing Mix

Tenure One Two Three Four+
bedroom | bedrooms | bedrooms | bedroom
Market 3.8% 35.8% 30.2% 30.2%
Discount home ownership/ shared ownership 28.2% 36.1% 23.6% 12.0%
Affordable Rent/social rent 30.7% 23.6% 19.4% 26.3%
Total 10.4% 33.2% 27.7% 28.7%

Source: Table 7.1. Brentwood Borough Council - SHMA, Part 2 (HDH, June 2018)

This is reflected in the modelling. This is not applied rigidly, rather informs the overall mix,
having regard to the development type.

On sites of 10 or more, all units are to be built as M4(2) accessible and adaptable dwellings,
on schemes of 60 units or more 5% of units are to be built to M4(3) wheelchair adaptable
dwellings.

The additional costs of the further standards (as set out in the Approved Document M
amendments included at Appendix B4'4) are set out below. The key features of the 3 level
standard (as summarised in the DCLG publication Housing Standards Review — Final
Implementation Impact Assessment (DCLG, March 2015)7%, reflect accessibility as follows:

e Category 1 — Dwellings which provide reasonable accessibility

o Category 2 — Dwellings which provide enhanced accessibility and adaptability (Part
M4(2)).

e Category 3 — Dwellings which are accessible and adaptable for occupants who use a
wheelchair (Part M4(3)).

The cost of a wheelchair adaptable dwelling, based on the Wheelchair Housing Design Guide
for a 3-bed house, is taken to be £10,111 per dwelling”. The cost of Category 2 is taken to
be £52177 (this compares with the £1,097 cost for the Lifetime Homes Standard). These costs
have been indexed’® by 30% to £13,145/dwelling and £680/dwelling respectively.

These requirements have been included in the modelling.

4 https://lwww.gov.uk/government/publications/access-to-and-use-of-buildings-approved-document-m
75

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/418414/15032
7_- HSR_IA_Final_Web_Version.pdf

76 Paragraph 153 Housing Standards Review — Final Implementation Impact Assessment (DCLG, March 2015).
77 Paragraph 157 Housing Standards Review — Final Implementation Impact Assessment (DCLG, March 2015).
78 BCIS Index March 2022 — 409.0, March 2014 — 314.9 = 30%.
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The policy also seeks, on development sites of 100 or more dwellings, a minimum of 5% self-
build homes which can include custom housebuilding.

This requirement is included on the basis that the plots will be provided on a fully serviced
basis. The costs of fully servicing the plot is taken to be the same as for other units on the
scheme (about £25,000/unit), and the value is taken to be at the lower end of the range of
plots being advertised for sale (£100,000/plot). These plots are assumed to be outside the
affordable housing calculation and not to be subject to CIL.

Policy HPO2: Protecting the Existing Housing Stock
The policy does not impact directly on viability.
Policy HP03: Residential Density

This policy sets out that:

Proposals for new residential developments not allocated in the Plan:

a. should take a design led approach to density which ensures schemes are sympathetic
to local character and make efficient use of land;

b. be expected to achieve a net density of at least 35 dwellings per hectare net or higher,
unless the character of the surrounding area suggests that such densities would be
inappropriate, or where other site constraints make such densities unachievable; and

c. be expected to achieve a higher density, generally above 65 dwellings per hectare net in
the Town Centre and District Shopping Centres listed below Strategic Policy PC04 Retail
Hierarchy of Designated Centres, or other locations with good public transport
accessibility, subject to Strategic Policy BE14 Creating Successful Places.

These requirements are reflected in the modelling.
Policy HP04: Specialist Accommodation

This policy is a general enabling policy that directs the general distribution of development.
The policy does not impact directly on viability.

As per the policy, the affordable housing requirements set out below are assumed.
Policy HP05: Affordable Housing

In line with the policy the requirement for ‘35% of the total number of residential units to be
provided and maintained as affordable housing within all new residential development sites
on proposals of 10 or more (net) units’ is assumed to apply. The policy goes on seek a ‘tenure
split be made up of 86% Affordable/Social Rent and 14% as other forms of affordable housing’.

This is an area of change due to the requirement for 10% of all homes to be Affordable Home
Ownership and the introduction of First Homes, however, as set out in Chapter 2 above, the
transitional arrangements will apply in Brentwood so First Homes are not included in the
modelling.
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The tenure mix is as per this policy and the size mix is as per policy HP01 Housing Mix above.
Policy HP06: Standards for New Housing

The Council is seeking Nationally Described Space Standards on new homes.

Table 8.3 National Space Standards. Minimum gross internal floor areas and
storage (m?)

number of number of 1 storey 2 storey 3 storey built-in

bedrooms bed spaces dwellings dwellings dwellings storage

1b 1p 39 (37)* 1
2p 50 58 1.5

2b 3p 61 70 2
4p 70 79

3b 4p 74 84 90 25
5p 86 93 99
6p 95 102 108

4b 5p 90 97 103 3
6p 99 106 112
7p 108 115 121
8p 117 124 130

5b 6p 103 110 116 35
7p 112 119 125
8p 121 128 134

6b 7p 116 123 129 4
8p 125 132 138

Source: Table 1, Technical housing standards — nationally described space standard (March 2015)
In this assessment the units are assumed to be in excess of these National Space Standards.

The policy seeks that new residential units will be expected to have direct access to an area
of private and/or communal amenity space, and then goes on to specify various standards.
For the purpose of this assessment the important factor is how this relates to density and the
requirements for amenity space. These are covered elsewhere in this assessment.

Policy HPO7: Regularising Suitable Existing Traveller Sites, Policy HPO08: Safeguarding
Permitted Sites, Policy HP09: Sub-Division of Pitches or Plots, Policy HP10: Proposals for
Gypsies, Travellers and Travelling Showpeople on Windfall sites

These policies do not impact directly on viability.
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Strategic Policy PC01: Safeguarding Employment Land, Policy PC02: Supporting the Rural
Economy, Strategic Policy PCO03: Retail and Commercial Leisure Growth, Strategic Policy
PCO04: Retail Hierarchy of Designated Centres

These policies do not impact directly on viability.

Policy PC05: Brentwood Town Centre, Policy PC06: Mixed Use Development in Designated
Centres, Policy PCO7: Primary Shopping Areas, Policy PC08: Non-centre Uses, Policy PC09:
Night Time Economy

These policies do not impact directly on viability.

Strategic Policy PC10: Protecting and Enhancing Community Facilities, Policy PC11:
Education Facilities

The additional costs of this policy are considered under Policy MGO05: Developer Contributions
above.

Strategic Policy NEO1: Protecting and Enhancing the Natural Environment

The additional costs of this policy are considered under Policy MGO05: Developer Contributions
above.

Strategic Policy NEO02: Green and Blue Infrastructure, Policy NEO03: Trees, Woodlands,
Hedgerows, Policy NEOQ4: Thames Chase Community Forest

These policies do not impact directly on viability.

Policy NE05: Open Space and Recreation Provision, Policy NEOG6: Allotments and Community
Food Growing Space

This policy sets out the following requirements:

. Outdoor Sport 3.15 ha per 1,000 population
o Children’s Playing Space Between 0.13 — 0.17 ha per 1,000 population
o Allotments and Community Gardens 0.18 per ha per 1,000 population

The Council is in the process of updating its guidance in this regard and an increased
assumption of 4.1ha per 1,000 population in relation to residential development is used in this
study. It is assumed that this is provided on-site, unless stated (see Chapter 9 below), using
an average household size of 2.4 persons.

The Council is developing equivalent requirements for non-residential development. Having
discussed this with the Council it is unlikely that this requirement would have a material impact
on site capacity, except on the highest density town centre sites. On such sites open space
is most likely to be provided off site.
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Policy NEO7: Protecting Land for Gardens
This policy does not impact on viability.
Strategic Policy NE08: Air Quality

This policy seeks an Air Quality Impact Assessment on residential schemes of 10 or more and
larger non-residential schemes. In itself, an AQIA is a normal requirement, the cost of which
would be covered by the general assumptions for professional fees adopted in this report.

Strategic Policy NE09: Flood Risk
This policy overlaps with Policy BEO5: Sustainable Drainage. See above

Policy NE10: Contaminated Land and Hazardous Substances, Policy NE11: Floodlighting and
lllumination

These policies do not impact directly on viability.
Biodiversity Net Gain

Biodiversity Net Gain is not covered in the 2018 LPVA. It is assumed that the requirement for
10% Biodiversity Net Gain, as required by the Environment Act, is assumed to apply in the
base appraisals’.

The requirement is that developers ensure habitats for wildlife are enhanced and left in a
measurably better state than they were pre-development. They must assess the type of
habitat and its condition before submitting plans, and then demonstrate how they are
improving biodiversity — such as through the creation of green corridors, planting more trees,
or forming local nature spaces.

Green improvements on-site would be preferred (and expected), but in the rare circumstances
where they are not possible, developers will need to pay a levy for habitat creation or
improvement elsewhere.

The costs of this type of intervention are modest and will be achieved through the use of more
mixed planting plans, that use more locally appropriate native plants. To a large extent the
costs of grass seeds and plantings will be unchanged. More thought and care will however
go into the planning of the landscaping. There will be an additional cost of establishing the
base line ‘pre-development’ situation, as a survey will need to be carried out.

7 Through the 2022 consultation, a promoter of a Strategic Site (Leona Hannify of Icini for EA Strategic Land)
highlighted the importance of allowing for this cost. We confirm that this has been done.
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The Government’s impact assessment® suggests an average cost of scenarios including

where all the provision is on-site and where all is off-site.

Table 8.4 Cost of Biodiversity Net Gain — South East
2017 based costs

Scenario A | Scenario C

100% on-site | 100% off-site

Cost per ha of residential development £3,456/ha £63,841/ha
Cost per ha of non-residential development £3,150/ha £47,885/ha
Cost per greenfield housing unit £162/unit £3,305/unit
Cost per brownfield housing unit £56/unit £660/unit
Residential greenfield delivery costs as proportion of build costs 0.1% 2.4%
Residential brownfield delivery costs as proportion of build costs <0.1% 0.5%
% of industrial land values 0.3% 3.0%
% of commercial land values (office edge of city centre) 0.2% 2.3%
% of commercial land values (office out of town - business park) 0.2% 2.6%

Source: Tables 14 to 23 : Biodiversity net gain and local nature recovery strategies — Impact Assessment

It is assumed provision will be on-site on greenfield sites and off-site on brownfield sites (this
approach is different to that taken in the pre-consultation report). The percentage uplift costs
are used as the costs per ha/unit are a little historic.

Much of the cost of implementing Biodiversity Net Gain is in the survey work and of the design,
rather than the costs of the actual works.

Planning Obligations Supplementary Planning Guidance

As noted through the 2022 consultation®' the Council is preparing a Planning Obligations
Supplementary Planning Guidance. This is at an early stage. In due course the Council will
ensure that the proposed approach does not lead to double counting.

80 Table 14 and 15 Biodiversity net gain and local nature recovery strategies: impact Assessment.
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/839610/net-
gain-ia.pdf

81 Suzanne Crawford of BNP Paribas Real Estate / Strutt & Parker for for St Modwen re Brentwood Enterprise
Park.
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9. Modelling

In the previous chapters, the general assumptions to be inputted into the development
appraisals are set out. In this chapter, the modelling is set out. It is stressed that this is a high-
level study that is seeking to capture the generality rather than the specific. The purpose is to

establish the cumulative impact of the Council’s policies on development viability.

The approach is to model a set of development sites that are broadly representative of the

type of development that is likely to come forward under the new Local Plan.

Residential Development

The emerging allocations have formed the basis of the modelling. There are 45 sites, of which

37 include a residential element. These have a total capacity of over 6,000 dwellings.

Table 9.1 Summary of Allocations

Count Total Area Residential

Units

Employment 6 65.24 0
Housing 30 93.18 2,244
Mixed Use 9 288.98 3,910
Total 45 447.40 6,154

Source: BBC (August 2018)

To inform the residential modelling these have been considered by their land use and

distribution:
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Table 9.2 Distribution of Allocations by Land Use
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The Allocations are as shown on the following plan.

9.5
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Figure 9.1 Allocation Sites (as at August 2018)

FICURE 24: Waaof &' Mefarac Sltes

Source: BBC (August 2018)

The main characteristics of the draft allocations are summarised as follows and form the basis

of the modelling.
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Table 9.3 Allocations by Land Use

Ha Units
Brownfield
Count 13 41.9%
Sum 39.71 10.4% 1,813 29.5%
Average 2.21 | 0.6% 139
Greenfield
Count 17 54.8%
Sum 339.00 88.7% 4,221 68.6%
Average 16.95 248
Mixed
Count 1 3.2%
Sum 3.45 120 1.9%
Average 3.45 120
Total
Count 31 100.0%
Sum 382.16 100.0% 6,154 100.0%
Average 9.80 199
Source: BBC (August 2018)
In terms of location, the allocations are distributed across the Borough.
Table 9.4 Distribution of Potential Sites by Parish
Sites Area | Capacity | Average | Average
ha Unit ha Units
Brentwood North 3 4.60 428 1.15 143
Brentwood South 1 0.33 31 0.33 31
Brentwood West 3 12.27 345 4.09 115
Brizes & Doddinghurst 2 3.02 53 1.51 27
Herongate, Ingrave & West Horndon 2 274.25 3,080 68.56 1,540
Ingatestone, Fryerning and 3 9.49 218 3.16 73
Mountnessing
Pilgrims Hatch 2 7.19 238 3.60 119
Shenfield 6 45.64 995 4.56 166
South Weald 1 5.88 125 5.88 125
Tipps Cross 4 5.65 116 1.41 29
Warley 4 13.84 525 2.77 131
TOTAL 31 382.16 6,154 9.80 199
Source: BBC (August 2018)
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9.8 When it comes to developing the typologies, it is important that they are related to the size of
the planned development sites.

Table 9.5 Distribution of Allocations by Size
Sites Capacity

>1,000 1 3% 2,500 41%
500 - 999 2 6% 1,090 18%
100-499 8 26% 1,633 27%
50-99 7 23% 543 9%
25-49 8 26% 316 5%
10-25 2 6% 43 1%
<10 3 10% 29 0%

31 100% 6,154 100%

Source: BBC (August 2018)

Residential Modelling and Typologies

9.9 To inform the modelling, the characteristics of the sites were considered in terms of location,
size and suggested use, as set out in the tables above. We have modelled a set of
representative sites in the Council area.

9.10 As set out in Chapter 8 above, we have followed the policy on development density that
specifies that residential densities will generally be expected to be 35 dwellings per hectare
and that higher densities, generally above 65 dwellings per hectare net, will be expected in
town and district centres or other locations with good public transport accessibility.

9.11 In addition to the above, in all cases we have applied the following net developable area
assumptions to the modelling. These are taken from the Site Selection Methodology and
Summary of Outcomes, Working Draft (January 2018).

Table 9.6 Development Densities
Site Size Gross to Net
Development Ratio
Up to 0.4ha 100%
0.4 - 2ha 90%
2 -10ha 75%
10-99ha 65%
100+ 50%

Source: Page 11, Site Selection Methodology and Summary of Outcomes, Working Draft (January 2018)

9.12 The final aspect to the modelling is the effect of the policies that cover Open Space in New
Development / Open Space, Community, Sport and Recreational Facilities / Green
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Infrastructure. As set out in Chapter 7 above, sites of 50 units and larger are assumed to have
at least 15% open space.

It is acknowledged that modelling is never totally representative, however the aim of this work
is to broadly test development the viability of sites likely to come forward over the plan-period.
This will assist with developing the Plan and the policies within it as well as to inform the
Council’s plan-making. The work is high level, so there are likely to be sites that will not be
able to deliver the affordable housing target and indeed, as set out at the start of this report,
there are some sites that will be unviable even without any policy requirements (for example
brownfield sites with high remediation costs). There is little scope for exemptions to be
granted, however, where the affordable housing target and other policy requirements cannot
be met, the developer will continue to be able to negotiate with the planning authority. The
Council must weigh up the factors for and against a scheme, and the ability to deliver
affordable housing will be an important factor. The modelled sites are reflective of
development sites in the study area that are likely to come forward during the plan-period.

Development assumptions

In arriving at appropriate assumptions for residential development on each site, the built forms
used in the appraisals are appropriate to the current development practices. In addition, the
policy requirements, as set out in Chapter 8 above, in terms of density, mix and open space
are incorporated into the modelling.

A set of typologies has been developed that responds to the variety of development situations
and densities typical in the area, and this is used to inform development assumptions for sites.
This approach enables us to form a view about floorspace density, based on the amount of
development, measured in net floorspace per hectare, to be accommodated upon the site.
This is a key variable because the amount of floorspace which can be accommodated on a
site relates directly to the Residual Value, and is an amount which developers will nhormally
seek to maximise (within the constraints set by the market).

A typical post-PPG3/PPS3 built form would provide development at between 3,000m?/ha to
3,550m?/ha on a substantial site, or sensibly shaped smaller site. A representative housing
density might be 30/net ha to 35/net ha. This has become a common development format. It
provides for a majority of houses but with a small element of flats, in a mixture of two storey
and two and a half to three storey form, with some rectangular emphasis to the layout.

Some schemes have an appreciably higher density development providing largely or wholly
apartments, in blocks of three storeys or higher, with development densities of 6,900m? ha
and dwelling densities of 100units/ha upwards; with other schemes of lower density, in the
rural edge situations.

The main characteristics of the modelled sites are set out in the table below.

The West Horndon site has significant existing buildings on it. At the time of this study the
extent of these are not known. In due course, at the development management stage, it will
be necessary to consider Vacant Buildings Credit. The updated PPG describes this as:
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What is the vacant building credit?

National policy provides an incentive for brownfield development on sites containing vacant
buildings. Where a vacant building is brought back into any lawful use, or is demolished to be
replaced by a new building, the developer should be offered a financial credit equivalent to the
existing gross floorspace of relevant vacant buildings when the local planning authority
calculates any affordable housing contribution which will be sought. Affordable housing
contributions may be required for any increase in floorspace.

PPG 23b-021-20160519
In addition, CIL is only due on ‘net new development’. The PPG sets out:

In certain circumstances the floorspace of an existing building can be taken into account in
calculating the chargeable amount. Each case is a matter for the collecting authority to judge.

Where part of an existing building has been in lawful use for a continuous period of 6 months
within the past 3 years, parts of that building that are to be demolished or retained can be taken
into account. The way those parts are taken into account is set out in the formula in regulation
40(7) (as amended by the 2014 Regulations).

Where an existing building does not meet the 6-month lawful use requirement, its demolition
(or partial demolition) is not taken into account. However, parts of that building that are to be
retained as part of the chargeable development can still be taken into account if the intended
use matches a use that could have lawfully been carried out without requiring a new planning
permission. The detailed requirements are set out in regulation 40 (as amended by the 2014
Regulations). Because there must be a lawful use, parts of that building where the use has
been abandoned cannot be taken into account here.

PPG 25-057-20140612

The rules around Vacant Buildings Credit and the calculation of net new development are
nuanced and need to be carefully considered at the time of the planning application. If they
apply (and that will depend on the site specific facts) the liability for affordable housing and /
or CIL will be reduced. For the purpose of this study, ignoring the existing floor space is a
cautious approach.
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Table 9.7 Summary of Modelled Sites — Areas and Densities
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Source: HDH (July 2022)

9.22 Through the September 2018 consultation it was suggested that smaller developers may

produce units around 150m?2. The sizes of the units modelled are included in Appendix 11

below. The larger units are of this scale, so adjustment is made.
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It was also suggested that some sites may come forward at different densities. This is
accepted, but the purpose of this study is to test the delivery of the new Local Plan — in the
context of the policies within it. It is important that the assumptions used are consistent with
the wider evidence base so no change is made in this regard.

Older People’s Housing

A private Sheltered/retirement and an Extracare scheme have been modelled, each on a
0.5ha site as follows.

a. A private Sheltered/retirement scheme of 25 x 1 bed units of 50m? and 35 x 2 bed units
of 75m? to give a net saleable area (GIA) of 2,875m?. We have assumed a further 20%
non-saleable service and common areas to give a scheme GIA of 4,680m?.

b. An Extracare scheme of 36 x 1 bed units of 65m? and 24 x 2 bed units of 80m? to give
a net saleable area (GIA) of 4,260m?. We have assumed a further 35% non-saleable
service and common areas to give a scheme GIA of 5,751m?.

Employment Uses

In line with the CIL Regulations, we have only assessed developments of over 100m?. There
are other types of development (such as retail development, petrol filling stations and garden
centres etc). We have not included these in this high-level assessment due to the great
diversity of project that may arise.

For this assessment, we have assessed a number of development types. We have based our
modelling on the following development types:

a. Offices. These are more than 250m?, will be of steel frame construction, be over
several floors and will be located on larger business parks. Typical larger units in the
Council area are around 1,000m? — we will use this as the basis of our modelling.

We have made assumptions about the site coverage and density of development on
the sites. We have assumed 75% coverage on the office sites in the urban situation
and 25% elsewhere. We have assumed two story construction, in the business park
situation, and four-story construction in the urban situation.

b. Large Industrial. Modern industrial units of over 2,000m2. There is little new space
being constructed. This is used as the basis of the modelling. We have assumed 40%
coverage which is based on single storey construction.

C. Small Industrial. Modern industrial units of 400m?. We have assumed 40% coverage
which is based on single storey construction.

d. Distribution. These will normally be on a business park and be of simple steel frame
construction, the walls will be of block work and insulated cladding and there will be a
small office area. Typical small units in the area are around 3,000m? — we will use this
as the basis of our modelling.
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We have not looked at the plethora of other types of commercial and employment
development beyond office and industrial/storage uses in this study.

Retail

For this study, we have assessed the following types of space. It is important to remember
that this assessment is looking at the ability of new projects to bear an element of CIL — it is
only therefore necessary to look at the main types of development likely to come forward in
the future. We have modelled the following distinct types of retail development for the sake of
completeness — although it should be noted that no such development is scheduled to take
place on the specific sites.

a. Supermarkets Two typologies have been modelled.

First is a single storey retail unit development with a gross (i.e. GIA) area of 4,000m?.
It is assumed to occupy a total site area of 1.33ha. The building is taken to be of steel
construction. The development was modelled alternatively on greenfield and on
previously developed sites.

Second is based on a smaller supermarket, typical of the units that may be developed
by operators such as Aldi and Lidl. We have assumed a 1,200m? unit on a 0.4ha site
(40% coverage) to allow for car parking.

b. Retail Warehouse is a single storey retail unit development with a gross (i.e. GIA)
area of 2,500m?2. It is assumed to occupy a total site area of 0.5ha. The building is
taken to be of steel construction. The development was modelled alternatively on
greenfield and on previously developed sites.

C. Shop is a brick-built development on two storeys, of 150 m2. No car parking or loading
space is allowed for, and the total site area (effectively the building footprint) is
0.019ha.

In line with the CIL Regulations, we have only assessed developments of over 100m?. There
are other types of retail development, such as small single farm shops, petrol filling stations
and garden centres. We have not included these in this high-level study due to the great
diversity of project that may arise.

In developing these typologies, we have made assumptions about the site coverage and
density of development on the sites. We have assumed simple, single storey construction and
have assumed that there are no mezzanine floors.

Hotels and Leisure

The leisure industry is very diverse and ranges from conventional hotels and roadside budget
hotels, to cinemas, theatres, historic attractions, equestrian centres, stables and ménages.
We have reviewed this sector and there is currently very little activity in this sector, either at
the planning stage or the construction stage. This is an indication that development in this
sector is at the margins of viability at the moment. Having considered this further we have
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assessed a modern hotel on a town edge site (both Travelodge and Premier Inn are seeking
sites in the area).

We have assumed that this is a 60 bedroom product (60x19m?2+30% circulation space =
1,824m?) with ample car parking on a 0.4ha (1 acre) site.
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10. Residential Appraisals

At the start of this chapter it is important to stress that the results of the appraisals do not, in
themselves, determine policy. The results of this study are one of a number of factors that the
Council will consider, including the need for infrastructure, other available evidence, such as
the Council’s track record in delivering affordable housing and collecting payments under
s106.

The appraisals use the residual valuation approach, they assess the value of a site after taking
into account the costs of development, the likely income from sales and/or rents and a
developers’ return. The Residual Value represents the maximum bid for the site where the
payment is made in a single tranche on the acquisition of a site. In order for the proposed
development to be viable, it is necessary for this Residual Value to exceed the Existing Use
Value (EUV) by a satisfactory margin, being the Benchmark Land Value (BLV).

Initially a set of full policy-on base appraisals have been run. Further sets have then been run
with different levels of CIL. Development appraisals are sensitive to changes in price, so
appraisals have been run with various changes in the cost of construction and in prices.

As set out above, for each development type the Residual Value is calculated. The results
are set out and presented for each site and per gross hectare to allow comparison between
sites. In the tables in this chapter, the results are colour coded using a traffic light system:

a. Green Viable — where the Residual Value per hectare exceeds the BLV per hectare
(being the EUV plus the appropriate uplift to provide a landowners’ premium).

b. Amber Marginal — where the Residual Value per hectare exceeds the EUV but not the
BLV. These sites should not be considered as viable when measured against the test
set out — however, depending on the nature of the site and the owner, they may come
forward.

C. Red Non-viable — where the Residual Value does not exceed the EUV.

A report of this type applies relatively simple assumptions that are broadly reflective of an area
to make an assessment of viability. The fact that a typology is shown as viable does not
necessarily mean that that type of development will come forward and vice versa. An
important part of any final consideration of viability will be relating the results of this study to
what is actually happening on the ground in terms of development.

Base Appraisals — Mainstream Housing

The appraisals are based on the full policy-on scenario with all the policy requirements, being
as follows.

a. Affordable Housing 35% as 30% Affordable Home Ownership / 70%
Affordable Rent — in line with the requirements for 10%

AHO.
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b.

C.

Design

Developer Contributions

95% Part M4(2), 5% Part M4(3), Water efficiency, 10%
Biodiversity Net Gain, EV Charging (except high density
flats), POS as per policy unless stated, District Heating.

s106 as £/unit at the following rates:
e Strategic Sites As estimated.

e All other £2,500/unit.

10.7 The base appraisals are included in Appendix 12.
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Table 10.1 Residential Appraisals — Residual Values
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The results vary across the typologies and sites, although this is largely due to the different
assumptions around the nature of each site and typology.

The Residual Value is not an indication of viability by itself, simply being the maximum price a
developer may bid for a parcel of land, and still make an adequate return. In the following
tables the Residual Value is compared with the BLV. The BLV being an amount over and
above the EUV that is sufficient to provide the willing landowner to sell the land for
development as set out in Chapter 6 above.
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Table 10.2 Residual Value v BLV — Residential Development

EUV BLV Residual

Value

Site 1 Officers Meadows Shenfield 25,000 480,000 1,159,739
Site 2 West Horndon West Horndon 1,200,000 1,440,000 1,964,678
Site 3 Dunton East Horndon 100,000 570,000 436,230
Site 4 Large Green 200 Urban Fringe 25,000 480,000 2,423,795
Site 5 Medium Green 40 Rural 25,000 480,000 | 2,824,524
Site 6 Medium Green 40 Fringe | Urban Fringe 25,000 480,000 2,546,052
Site 7 Medium Green 20 Rural 25,000 480,000 3,276,924
Site 8 Medium Green 20 Fringe | Urban Fringe 25,000 480,000 2,958,102
Site 9 Medium Green 12 Rural 50,000 510,000 3,979,778
Site 10 Medium Green 12 Fringe | Urban Fringe 50,000 510,000 3,304,513
Site 11 Large Brown 100 Urban Area 1,200,000 1,440,000 | 3,068,180
Site 12 Large Brown 100 HD Urban Area 1,200,000 1,440,000 2,885,242
Site 13 Large Brown 40 Urban Area 1,200,000 1,440,000 2,167,623
Site 14 Large Brown 40 HD Urban Area 1,200,000 1,440,000 3,099,180
Site 15 | Medium Brown 20 Urban Area 1,200,000 1,440,000 | 2,655,949
Site 16 | Medium Brown 20 HD Urban Area 1,200,000 1,440,000 | 4,698,566
Site 17 | Medium Brown 12 Urban Area 1,200,000 1,440,000 | 3,057,560
Site 18 Medium Brown 12 HD Urban Area 1,200,000 1,440,000 4,882,500
Site 19 Small Green 9 Generally 50,000 510,000 5,827,468
Site 20 Small Green 4 Generally 50,000 510,000 5,505,559
Site 21 Small Brown 9 Generally 1,200,000 1,440,000 4,736,128
Site 22 | Small Brown 9 HD Generally 1,200,000 1,440,000 | 6,669,262
Site 23 Small Brown 4 Generally 1,200,000 1,440,000 5,173,534
Site 24 | Small Brown 4 HD Generally 1,200,000 1,440,000 | 7,817,743

Source: HDH July 2022)

10.10 The residual value, on most typologies, is somewhat greater than as reported in the 2018

Viability Assessment. This is to be expected bearing in mind that values have increased more
than costs over the last few years.

Base Appraisals — Older People’s Housing

As well as mainstream housing, we have considered the Sheltered and Extracare sectors
separately. The results of these are summarised as follows. In each case allowance, has
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been made for 35% affordable housing, and a s106 developer contribution of £2,500/unit. The
full appraisals are set out in Appendix 13 below:

Table 10.3 Residual Value v BLV - Older People’s Housing
EUV BLV Residual
Value
Site 1 Sheltered Greenfield 50,000 500,000 9,001,265
Site 1 Sheltered Brownfield 1,200,000 1,440,000 7,715,211
Site 1 Extracare Greenfield 50,000 500,000 8,784,336
Site 1 Extracare Brownfield 1,200,000 1,440,000 7,983,314

Source: HDH (July 2022)

The Residual Value exceeds the EUV and the BLV by a substantial margin indicating that
specialist older peoples housing is able to bear the Council’s full policy requirements including
35% affordable housing.

Residential Rates of CIL

Viability testing in the context of CIL concerns the ‘effects’ on development viability of the
imposition of CIL. The Council has taken into account the importance of the provision of
infrastructure on the ability to meet its objectives through development and to deliver its
Development Plan.

The test that will be applied to the proposed rates of CIL are set out in the updated CIL
Guidance. The test is whether the sites and the scale of development identified in the Plan
are subject to such a scale of obligations and policy burdens (when considered together) that
their ability to be developed viably is threatened by CIL. The viability evidence has considered
the full range of the Council’s policy requirements, including the need for infrastructure funding.
The test is whether CIL threatens the Development Plan as a whole, rather than a specific
site.

Viability Evidence — Rates and Zones

In considering CIL in this report the assessment is based on the Council’s planning policies
as set out in the now adopted Local Plan. The policies have been updated in line with national
requirements as appropriate.

The viability analysis has been carried out in line with the requirements of the NPPF, CIL
Regulations and PPG (which includes the CIL Guidance). This is a prescriptive process that
is aiming to understand development viability in the plan-making / ClL-setting context in a
high-level way. It is a high-level process that does not look at the deliverability of individual
sites or any particular developers’ business model or methodology.

A range of development typologies and the Strategic Sites have been modelled, and from this,
the effect of CIL is inferred. These modelled typologies are based on the sites that are
anticipated to come forward under the new Local Plan.
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This study uses the Residual Value methodology as set out in the Harman Guidance. This
assesses the impact of introducing CIL in the context of meeting all the Council’s other policy
requirements. Using evidence of local house prices and non-residential values, local
development costs and assumptions about the availability of development finance,
developer’s profits and the general characteristics of development in the Brentwood Borough
Council area, an assessment is made of the amount by which land values may be depressed
by CIL and whether that is sufficient to deter landowners from making their land available for
development.

CIL may be set for different development types and by different areas — although it is
necessary to keep any charging schedule simple.

The Potential for CIL — Mainstream Housing

In this section, we have run appraisals with a range of levels of CIL. It is important to note that
in the analysis earlier in this report, it was assumed that the developer contributions under
s106, over and above CIL were charged on all units (market and affordable). In the following
analysis the rates of CIL are only applied to the market housing and are calculated on a £/m?
basis.

In Chapter 3 above we set out the principle of Additional Profit. Additional Profit is the amount
of profit over and above the normal profit made by the developers having purchased the land,
developed the site and sold the units (including provision of any affordable housing that is
required).

The following tables show the Additional Profit. This is the amount over and above the
Benchmark Land Value, having provided the full policy requirements set out in the emerging
Plan. The appraisals include the allowances for strategic infrastructure and mitigation, under
s106, as in the Base Appraisals in Chapter 10 above, (typologies at £2,500/unit and the
Strategic Sites as estimated).
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Table 10.4 Additional Profit

£ site £/m2
Site 1 | Officers Meadows Shenfield Agricultural 36,276,404 665
Site 2 | West Horndon West Horndon | PDL 11,606,890 302
Site 3 | Dunton East Horndon | Ag/ Golf -61,919,335 -234
Site 4 | Large Green 200 Urban Fringe Agricultural 18,707,078 1,415
Site 5 | Medium Green 40 Rural Agricultural 4,041,364 1,516
Site 6 | Medium Green 40 Fringe Urban Fringe Agricultural 3,561,349 1,336
Site 7 | Medium Green 20 Rural Agricultural 1,992,292 1,533
Site 8 | Medium Green 20 Fringe Urban Fringe Agricultural 1,765,190 1,363
Site 9 | Medium Green 12 Rural Agricultural 1,369,426 1,605
Site 10 | Medium Green 12 Fringe Urban Fringe Agricultural 1,102,485 1,292
Site 11 | Large Brown 100 Urban Area Industrial 5,097,441 764
Site 12 | Large Brown 100 HD Urban Area Industrial 4,305,861 755
Site 13 | Large Brown 40 Urban Area Industrial 1,298,129 487
Site 14 | Large Brown 40 HD Urban Area Industrial 1,894,444 821
Site 15 | Medium Brown 20 Urban Area Industrial 866,139 646
Site 16 | Medium Brown 20 HD Urban Area Industrial 1,182,761 1,029
Site 17 | Medium Brown 12 Urban Area Industrial 639,442 767
Site 18 | Medium Brown 12 HD Urban Area Industrial 749,714 1,087
Site 19 | Small Green 9 Generally Paddock 1,786,629 1,911
Site 20 | Small Green 4 Generally Paddock 739,787 1,849
Site 21 | Small Brown 9 Generally Industrial 950,893 1,167
Site 22 | Small Brown 9 HD Generally Industrial 810,712 1,245
Site 23 | Small Brown 4 Generally Industrial 415,388 1,123
Site 24 | Small Brown 4 HD Generally Industrial 278,180 1,036

Source: HDH (July 2022)

10.23 The Additional Profit varies considerably. When the Additional Profit is considered across the
area, it can be seen that there is considerable capacity to bear CIL on all the sites, other than
Dunton Garden Village.

10.24 CIL Regulation 14 (as amended) sets out the core principle for setting CIL:

Setting rates

(1)

In setting rates (including differential rates) in a charging schedule, a charging authority
must strike an appropriate balance between—

(a) the desirability of funding from CIL (in whole or in part) the actual and expected
estimated total cost of infrastructure required to support the development of its

area, taking into account other actual and expected sources of funding; and
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(b)  the potential effects (taken as a whole) of the imposition of CIL on the economic
viability of development across its area.

(2) In setting rates ...

10.25 Viability testing in the context of CIL is to assess the ‘effects’ on development. Ultimately the

test that will be applied to CIL is as set out the examination section of the PPG:

10.26 A further set of appraisals have been run that incorporate CIL at a range of levels, the results

of which are set out in the table below. When considering these results, it is necessary to
have regard to the PPG. This refers to a ‘buffer’ (with added emphasis).

A charging authority’s proposed 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, this might not be appropriate if the evidence pointed to setting a charge right at the
margins of viability. There is room for some pragmatism. It would be appropriate to ensure that
a ‘buffer’ or margin is included, so that the levy rate is able to support development when
economic circumstances adjust. In all cases, the charging authority should be able to explain
its approach clearly.

PPG 25-021-20190901

10.27 With this in mind, the BLV has been lifted by 30%, being in line with the assumption used in

many other situations.
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Table 10.5 Residual Value v BLV +30%
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This analysis shows that across all the typologies the Residual Value exceeds BLV +30% for
rates of CIL of up to £500/m? on the greenfield sites and £350/m? on most brownfield sites,
indicating that development is likely to be viable with these levels of CIL. Of the Strategic
Sites, Officer's Meadows is likely to be able to bear up to £375/m?, however the West Horndon
site has a much-reduced capacity at about £25/m2. The Dunton site does not have capacity
to bear CIL.

CIL as a proportion of Land Value and Gross Development Value

To further inform the CIL rate setting process, we have calculated CIL as a proportion of the
Residual Value and the Gross Development Value.

CIL as the proportion of the Residual Value, in approximate terms, represents the percentage
fall in land value that a landowner may receive. As set out earlier in this report, it is inevitable
that CIL will depress land prices. This is recognised in the RICS Guidance and was considered
at the Greater Norwich CIL examination®. In Greater Norwich it was suggested that
landowners may accept a 25% fall in land prices following the introduction of CIL saying:

22. Thirdly the work done by the Councils to demonstrate what funds are likely to be available
for CIL (Appendix 1 of the Note following Day 1) relies on the full 25% of the benchmark land
value being available for the CIL “pot”. While this may sometimes be the case it is unlikely that
it will always apply. Even if some landowners may be prepared to accept less than 75% of the
benchmark value, the 25% figure should be treated as a maximum and not an average. Using
25% to try to establish what the theoretical maximum amount in a CIL “pot” may be is
reasonable, but when thinking about setting a CIL charge in the real world it would be prudent
to treat it as a maximum that will only apply on some occasions in some circumstances.

It is important to note that a wide-ranging debate took place at that CIL Examination and on
the specific local circumstances. It would however be prudent to set CIL at a rate that does
not result in a fall in land prices of greater than 25% or so.

82 Greater Norwich Development Partnership — for Broadland District Council, Norwich City Council and South
Norfolk Council by Keith Holland BA (Hons) Dip TP, MRTPI ARICS Date: 4 December 2012
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Table 10.6 CIL as a Proportion of Residual Value
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10.32 Above it was found that most sites were viable at rates of CIL of £500/m? on the greenfield

CIL at above £250/m? would however have a

sites and £350/m? on the brownfield sites.
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notable impact on land prices with values potentially falling over 50% on some sites. The
analysis in the table above suggests a maximum rate of £250/m? or so may be appropriate on
the typologies, with £150/m? on the Officer's Meadows and West Horndon Strategic Sites.

Plan-wide viability testing is not an exact science. The process is based on high level
modelling and assumptions and development costs and assumptions. The process adopted
by many developers is similar, hence the use of contingency sums, the competitive return
assumptions and the generally cautious approach. In the following tables we have set out CIL,
at a range of rates, as a proportion of the Gross Development Value (GDV). Generally, we
would advise that CIL should be less than 5% or so of GDV.
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Table 10.7 CIL as a Proportion of Scheme Value (GDV)
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This analysis shows that CIL at the above rates would be less than 5% or so of the Gross
Development Value. On this basis the Council can have further confidence that development
would not be put at risk.

The Potential for CIL — Older People’s Housing

As well as mainstream housing, we have considered the retirement sectors separately. The
following table show the Additional Profit. This is the amount over and above the Benchmark
Land Value, having provided the full policy requirements set out in the emerging Plan. The
appraisals include the allowances for strategic infrastructure and mitigation, under s106, as in
the Base Appraisals in Chapter 10 above, (typologies at £2,500/unit and the Strategic Sites
as estimated).

Table 10.8 Additional Profit — Older People’s Housing
£ Site £/m?
Site 1 Sheltered Greenfield Paddock 3,417,621 1,128
Site 1 Sheltered Brownfield Industrial 2,063,799 681
Site 1 Extracare Greenfield Paddock 3,286,808 877
Site 1 Extracare Brownfield Industrial 13,888,148 3,850

Source: HDH (July 2022)

When the Additional Profit is considered, it can be seen that there is considerable capacity to
bear CIL on all the sites.

As for mainstream housing, we have run further appraisals with a range of levels of CIL We
have run simple appraisals based on the assumptions set out in the earlier sections of this
report. In the following analysis we have shown the impact of CIL: As above the BLV has
been lifted by 30%.
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Table 10.9 Residual Value v BLV +30%
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Source: HDH (July 2022)

10.38 This analysis shows that across all the typologies the Residual Value exceeds BLV +30% for

rates of CIL of up to £500/m?, indicating that development is likely to be viable with that level

of CIL.
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10.39 To further inform the CIL rate setting process, we have calculated CIL as a proportion of the
Residual Value and the Gross Development Value. It would however be prudent to set CIL at
a rate that does not result in a fall in land prices of greater than 25% or so.

Table 10.10 CIL as a Proportion of Residual Value

CIL Rate Greenfield Brownfield
Sheltered Extracare Sheltered Extracare
Site 1 £0 0.00% 0.00% 0.00% 0.00%
Site 2 £20 1.37% 1.74% 1.51% 1.72%
Site 3 £40 2.77% 3.53% 3.07% 3.50%
Site 4 £60 4.21% 5.40% 4.68% 5.34%
Site 5 £80 5.70% 7.33% 6.34% 7.25%
Site 6 £100 7.23% 9.34% 8.05% 9.23%
Site 7 £120 8.80% 11.42% 9.82% 11.29%
Site 8 £140 10.42% 13.59% 11.65% 13.43%
Site 9 £160 12.09% 15.84% 13.54% 15.65%
Site 10 £180 13.82% 18.19% 15.50% 17.97%
Site 11 £200 15.60% 20.63% 17.53% 20.38%
Site 12 £220 17.43% 23.18% 19.63% 22.89%
Site 13 £240 19.33% 25.84% 21.81% 25.51%
Site 14 £260 21.29% 28.62% 24.08% 28.24%
Site 15 £280 23.31% 31.52% 26.42% 31.10%
Site 16 £300 25.41% 34.57% 28.86% 34.09%
Site 17 £320 27.57% 37.75% 31.40% 37.22%
Site 18 £340 29.82% 41.10% 34.04% 40.51%
Site 19 £360 32.15% 44.61% 36.79% 43.95%
Site 20 £380 34.56% 48.30% 39.66% 47.57%
Site 21 £400 37.06% 52.19% 42.65% 51.38%
Site 22 £420 39.66% 56.30% 45.78% 55.40%
Site 23 £440 42.36% 60.63% 49.04% 59.63%
Site 24 £460 4517% 65.21% 52.46% 64.11%
Site 25 £480 48.09% 70.06% 56.03% 68.84%
Site 26 £500 51.14% 75.20% 59.79% 73.86%
Site 27 £520 54.31% 80.68% 63.72% 79.19%
Site 28 £540 57.62% 86.50% 67.86% 84.86%
Site 29 £560 61.08% 92.72% 72.22% 90.90%
Site 30 £580 64.69% 99.37% 76.81% 97.36%

Source: HDH (July 2022)
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10.40 Above it was found that most sites were viable at rates of CIL of £500/m2. CIL at above

10.41

£220/m? would however have a notable impact on land prices with values potentially falling
over 25%. The analysis in the table above suggests a maximum rate of £220/m? or so may
be appropriate for specialist older people’s housing.

In the following tables we have set out CIL, at a range of rates, as a proportion of the Gross

Development Value (GDV). Generally, we would advise that CIL should be less than 5% or so
of GDV.
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Table 10.11 CIL as a Proportion of Scheme Value (GDV)
CIL Rate Greenfield Brownfield
Sheltered Extracare Sheltered Extracare
Site 1 £0 0.00% 0.00% 0.00% 0.00%
Site 2 £20 0.29% 0.29% 0.29% 0.28%
Site 3 £40 0.58% 0.59% 0.58% 0.56%
Site 4 £60 0.87% 0.88% 0.87% 0.85%
Site 5 £80 1.16% 1.17% 1.16% 1.13%
Site 6 £100 1.46% 1.46% 1.46% 1.41%
Site 7 £120 1.75% 1.76% 1.75% 1.69%
Site 8 £140 2.04% 2.05% 2.04% 1.97%
Site 9 £160 2.33% 2.34% 2.33% 2.26%
Site 10 £180 2.62% 2.64% 2.62% 2.54%
Site 11 £200 2.91% 2.93% 2.91% 2.82%
Site 12 £220 3.20% 3.22% 3.20% 3.10%
Site 13 £240 3.49% 3.51% 3.49% 3.38%
Site 14 £260 3.79% 3.81% 3.79% 3.67%
Site 15 £280 4.08% 4.10% 4.08% 3.95%
Site 16 £300 4.37% 4.39% 4.37% 4.23%
Site 17 £320 4.66% 4.69% 4.66% 4.51%
Site 18 £340 4.95% 4.98% 4.95% 4.79%
Site 19 £360 5.24% 5.27% 5.24% 5.08%
Site 20 £380 5.53% 5.56% 5.53% 5.36%
Site 21 £400 5.82% 5.86% 5.82% 5.64%
Site 22 £420 6.12% 6.15% 6.12% 5.92%
Site 23 £440 6.41% 6.44% 6.41% 6.20%
Site 24 £460 6.70% 6.74% 6.70% 6.49%
Site 25 £480 6.99% 7.03% 6.99% 6.77%
Site 26 £500 7.28% 7.32% 7.28% 7.05%
Site 27 £520 7.57% 7.61% 7.57% 7.33%
Site 28 £540 7.86% 7.91% 7.86% 7.61%
Site 29 £560 8.15% 8.20% 8.15% 7.90%
Site 30 £580 8.44% 8.49% 8.44% 8.18%

Source: HDH (July 2022)

10.42 This analysis shows that CIL at the above rates would be less than 5% or so of the Gross
Development Value. On this basis the Council can have further confidence that development
would not be put at risk.
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Impact of Change in Values and Costs

Whatever rates of CIL are adopted, development viability should not be unduly sensitive to
future changes in prices and costs. In this report, the analysis is based on the build costs
produced by BCIS. As well as producing estimates of build costs, BCIS also produces various
indices and forecasts to track and predict how build costs may change over time. The BCIS
forecasts (at July 2022) an increase in prices of 8.22% over the next 3 years®®.

As set out in Chapter 4, we are in a current period of uncertainty in the property market. It is
not the purpose of this report to predict the future of the market. We have run a further set of
appraisals for the residential development, that incorporate the recommended rates of CIL
(£250/m? for general development, £150/m? for Officer's Meadows and £25/m? for West
Horndon). tested a range of cost and price change scenarios. In this analysis, we have
assumed all other matters in the base appraisals remain unchanged.

83

BCIS General Building Cost Index
Jul-2022 436.7 | Forecast
Jul-2025 472.6 | Forecast
Change 35.9 8.22%
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Table 10.12 Impact of Changes in Build Costs and Values
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10.45 The analysis demonstrates that most development is likely to be able to absorb increases in

build costs of at least 10%, but if costs were to increase by over 15%, then viability would be

impacted. A modest fall in values (relative to costs) is unlikely to have a significant impact on
viability.
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11. Non-Residential Appraisals

In the preceding chapters we set out the assumptions for the non-residential development
appraisals and concluded — at least initially — that the main cost and income assumptions
apply across the Borough. Based on the assumptions set out previously, we have run a set
of development financial appraisals for the non-residential development types. The detailed
appraisal results are set out in Appendix 14 and summarised in the table below.

As with the residential appraisals, we have used the Residual Valuation approach. We have
run appraisals to assess the value of the site after taking into account the costs of
development, the likely income from sales and/or rents, and an appropriate amount of
developers’ profit. The payment would represent the sum paid in a single tranche on the
acquisition of a site. In order for the proposed development to be described as viable, it is
necessary for this value to exceed the value from an alternative use. To assess viability, we
have used the same methodology with regard to the Benchmark Land Values (Existing /
Alternative Land Use ‘plus’).

As for residential development, the Residual Value has been calculated with a range of levels
of CIL.
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Employment Uses

Table 11.1 Appraisal Results showing Approximate Residual Value

Employment Uses
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The results are consistent with those presented in 2018, except in relation to industrial uses
which show a marked improvement in the Residual Value. In addition, logistics uses are
shown as being viable and having capacity to bear CIL.

It is necessary to consider the St. Modwen Brentwood Enterprise Park. This site is subject to
a current planning application, and it is anticipated that the site will make a £13,247,138
contribution towards strategic infrastructure and mitigation measures. Based on the current
planning application for 112,466m? of space, this requirement works out at £118/m?. The
above analysis does not make any allowance for s106 costs. The Brentwood Enterprise Park
Site is currently in mixed uses, with part of the site being in agricultural use, but a significant
part of the site is in a range of yard / depot / outdoor storage uses, with some temporary
buildings being on-site. Whilst this site may be consented before CIL is adopted, a separate
appraisal has been run for this Strategic Site, that includes the anticipated s106 costs.

143



Brentwood Borough Council

CIL Viability Assessment Update — August 2022

Retail and Hotel

Table 11.2 Appraisal Results showing Approximate Residual Value

Retail and Hotel
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Source: HDH (July 2022)

11.6 Retail development is shown as viable with the Residual Value exceeding the Benchmark

Land Value by a substantial margin (indicating the ability to make developer contributions.

11.7 The analysis includes hotel use. This is not shown to be viable on greenfield or on brownfield

land.
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Potential for CIL

11.8 The above analysis indicates the scope for CIL on industrial and logistics uses and for retail
uses. Further appraisals have been run with varied levels of CIL and tested against a BLV
plus 30%, as was done for residential development in Chapter 10 above.

11.9 In Chapter 11 above, it was concluded the retail and hotel uses has potential to bear CIL but
the other non-residential and employment uses did not. The Additional Profit calculation is set
out below.

Table 11.3a Non-Residential Uses - Greenfield

Industrial
£/m2] 20| 40| 60| 80| 100| 120| 140 160| 180| 200| 220| 240| 260| 280 300 320 340| 360| 380| 400|

RESIDUALVALUE site] i7osaul  izzou]  weosu]  isamin|  iaesou] ismaul  Gsoon]  nzmsu|  iseau| iowoul  oman]  smen| wesul 7l emm|  sesu|  wesn|  wasul ] wmmi]
[Existing Use Value £/hal 50,000} 50,000{ 50,000] 50,000) 50,000 50,000] 50,000] 50,000} 50,000 50,000] 50,000] 50,000 50,000] 50,000] 50,000 50,000 50,000] 50,000] 50,000 50,000|
|Viability Threshold £/hal 650,000f 650,000] 650,000f 650,000f 650,000] 650,000/ 650,000] 650,000f 650,000] 650,000] 650,000f 650,000] 650,000] 650,000] 650,000] 650,000] 650,000] 650,000f 650,000] 650,000|
Residual Value eho]  Tosan]  izmon| ieosul  Tseean]  Taessu  sman|  isoosul Tawssu]  Lueu]  Tosssul  smaul  sssoul soesi]  7as] ssoau areoul asesul sman] sy
Additional Profit 5o toponl iwosn| iowm| sl eewl  woon|  smsu|  eeuwl| syl wnsn|  ssou|  sesul  wean] e Sl mow| o] e 0589
524 289 2] 21 P 200 180 5] 134 57 7 | 5| 13 e ] Ey e

Cles % el Valu] 5] o3 T W7 P Took| vmow]  tear|  ierou|  zmou|  mmwa| oW deron| sy
oy 0% 200 o] a0 s0%) 12.0%) Taon]— ra0u] 15.0%) Teon] — rou] — te0u] 19.0% 0.4

Industrial - Small

1

i £/m] 20| c0] 180 200
[RESIDUALVALUE site] air,ess] [ aszsso]  aenwo]  aev3es|  arreos| a5

73] 04| 554 EE| 0% o]
o] 374 2o o] s

Existing Use valve | £/hl
Viabilty Threshold| e/hal
Residual Value £/ha) 2199287 am.687] “amecs| amses| aswss] sonas| sioses| s3sas|  sawsom|  ssues] 560008
[Additional Profi “aslem| o]  armie]  ameaod] aomes) w30 500  swes]  semoss]  weamm|  ooses|  semeno]  srzoml  sesams|  ooses|  eonzes] 10000
1154 1173 1,199 1214 1,237 1,208 1319 1,349 1369 1.351] 1401 102) 105 1463 1,434 1504 1,52
o % war vaie] EXT o T B 5 A BN [ =iy = XX | ] EAT 2]
oov] 200 a0 oo Toou oo 00% on saou] _smow| ol a00u]
Distribution
£/m2] 20) a0] 60 0] 160) 0] 360] 380]
RESIDUALVALUE T R T T 06730 seanaie]  seavoss| 545953 E¥ErEs RO a7 2a03
Existing Use valoe | /) o000 000 s000] o000 0000 Soomsoo0] 0000 S000) So00] 000) o000 s000] 0000 S0000] 00|
[Visbility Threshold| _e/nal 650,000 esoo00| esoo0o] esoo0o] 6o 000] o000 esooo0]  esoooo] oo, o000 esoooo]  esooo0  esoo00]  esoo00] esis o000 esoo00] esn,000)
Residual Value eho| 3743097 3675007 3603897 3531797  3.459,697] 3203397 371,207  3,090107] 3,027,097 2054997 2882897 2810797 2738697 2666597 2504497 252397 2450207 237897
[Additional Profit sl seoy|  sswan|  sessul 3smsnl ERECET Y a0 PN 2311311]
9 o 897 4] 7 sofl s8]
OLes % el vai] o x| 5o 755 o T
Govj o7 Taw] 214 209 6% G
prime Retail
7m) 2 ) ) & 100] 120] 149 1 200] 20) 240] 2%0] 280) 300] 0] ) 350 380] a0
RESIDUALVALUE sie|  josasl  eosm|  eson|  eorool  esson|  emss|  emm ooy eeean|  ceaas|  eein|  eaon|  emes|  ewsz|  eaest|  esu|  ewman| e  esul
Existing Use Valve | £/h) 50,00 50,000) 50,000] 50,00) 50,000) 50,000] 50,00] 50,00) 50,00 50,000] 50,000) 50,000) 50,000] 50,00) 50,00) 50,00) 50,000] 50,000) 50,000) 50,000]
Viabilty Threshold| _e/ha __esooool  soooo] 0000l o000 esoooo  soooo| ool esooo @000 esoooo  esoooo  esoooo|  esoooo  esoooo  esooool  soooo] eso o0 esoooo] es0.000]
Residual Value e/ha| 813803 2707373 wraosesd sresses|  onarmes]  wizecul 2r1e0a3d  seossasal esiocm| deesemul seav0osd 263524 dercosml sosseul smssossal ssessosa] zssonoml o5 3seam] as1mese] 25006834
[Additional Profit 690,951] 686,831 682,711 678501 67447 670,351 666,231} 662,111] 657,991 653,871 649,751 645,631 641,511 637,391} 633,271 629,151 625,031} 620,911] 616,791 612,671
359 334 3414 399 337 3,357 EE 3511 3,29 3,269 249 3,22 3,209 3187 3,164 3,144 3,129 3,109 3,084 3,063
Cos % ual Valve] o6 iy 7] FER X 354 X a7
Gov] 0.5 0% 054 2% ] %] 200 25

c /) 2 a & o 100] 120) 149 160] 150) 200) 20 240] 260) 230 300] 320 30 350] aco)
RESIDUALVALUE Sit] 1000 Tioeeo]  iizseo]  iogaad  Toas] oo S6,080] 1960] 7,840 B720) 7o600] 75 480] T1360) 200] 5120] o000 sasa) 6640] w251
Existing Use Valve | e/hal 50,000 50,000 50,000] 50,00 50,00 50,000] 50,00] 50,000 50,000 50,000] 50,000 50,000 50,000] 50,00] 50,000 50,000 50,000] 50,000 50,000 50,000]
Viabilty Threshold| e/hal es0000]  eso000] 0000l esoo00  esoooo|  esoooo| o000 o000 eso000  esooo  soooo]  esooo0]  es0000l  es0ooo| 650000 X eso000]  es0000  es000] eso,000]
Residual Value eha|  amsiom| weeras  asoass|  aswos|  aimge  aoorse]  sewied  Semss|  ssisses  sussm  3tssos|  soisss| assasm| sesosm]  asaasm| 3o  anosisl  sososm  vsesse] 170078
[Additional Profit 18500 10480 100,060 95,9u0] o150] 7,700 &3,580] 75,450) 75,340] 71220] &7,100] 2080] 58,560] S7a0] s060) 6500] 23] E| 34.140] 3000]
s 521 ES| s as9 a3 ] 397 377 356 339 313 2 7 259 237 27 199 17 15
Cos % var vate] EER o o7 Taw [oF I X EXH aon [ o5 ) (X T
ooV o] 2] Tov] 204 200 X7 Y ) 7] o) [Ym oo ool o] o)

Supermarket
S E— —r E— E—r S— E— E— E—- E—T" E—" T—r E— E— T— T— T— p—
RESIDUALVALUE 277220 2722500 2eonzeo]  zemaoeo]  zewsa0]  zemsea]  2somooo]  zsrasso|  zswvaco|  2saara]  2so0z0]  zarssco|  zasoseo| zazsse]  zaonseo]  zaveazo]  zasioo|  2azeos  2a0zze0]  zarmsa)
Existing Use Value £/hal 50,000) 50,000] 50,000] 50,000] 50,000] 50,000] 50,000] '50,000] 50,000] 50,000] 50,000] 50,000] 50,000] 50,000|
[Viablity Threshold| e/ha] 6500000 so,000] _eso,o00) esoo00|  eso0o]  esoo0o0 eso000] o000 es0000]  soooo]  eso000  eso000 es000d
Residual Value e ousrao sorsoo|  gomeon susso  samaoll  sasion sisso o030l 790401 7msoo| 7rseeol]  7ezol  7sonso]

Sey001
Rdion Proft XY I WAL 230,70 X RV
26— 2171 Y Xz i 1o 1773
TR vl oo [ 773 ; 7]
Gov ou] o o z 3 723

Retail Warehouse

£ 20| 40| 60| 80| 1 120| 140| 16 180| 200| 240| 260| 280 300 340| 360| 400|
RESIDUALVAWUE | site| 536163 570703  siomaos]  siisoos|  sooseal  aositon] amenros] aveeos| avmoss| aeaises] aswnos]  aasers| avases|  asoioes] amoosos] aummavs|  momos| 3omsed  semess] 7onsos
[Existing Use Value £/hal 50,000} 50,000 50,000] 50,000] 50,000 50,000 50,000] '50,000] 50,000 50,000] 50,000] 50,000 50,000 50,000] 50,000] 50,000 50,000] 50,000] 50,000 50,000
Viability Threshold £/hal 650,000] 650,000] 650,000] 650,000f 650,000] 650,000/ 650,000f 650,000] 650,000] 650,000] 650,000f 650,000] 650,000/ 650,000f 650,000] 650,000] 650,000f 650,000f 650,000] 650,000]
[Residual Value £/hal 6,703,991 6,600,991 6,497,991 6,394,991 6,291,991 6,188,991 6,085,991 5,982,991 5,879,991 5,776,991 5,673,991 5,570,991 5,467,991} 5,364,991 5,261,991 5,158,991} 5,055,991 4,952,991 4,849,991 4,746,991
Addtional Profic o1 amo7os] aoamsl  ayisoo|  acmsey Se7|  3sersl  samen] s
2] 1,220 1200 1179 1158 oy a9 10 g

Gl 7] o7 57 T =)

] 37 gE o]

Source: HDH (July 2022)

| 145




Brentwood Borough Council
CIL Viability Assessment Update — August 2022

Table 11.3b Non-Residential Uses - Brownfield
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11.10 The above analysis suggests the following rates of CIL. In considering these rates it is
assumed that shop-based retail is likely to be on brownfield sites and distribution and logistics
uses are likely to be on greenfield sites.

a. Office Development £0/m?
b. Industrial Development
i. Greenfield £80/m?
i. Brownfield £0/m?

Distribution and Logistics £140/m?
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Prime Retail
Other Retail
Supermarket
Retail Warehouse

Hotel

£340/m?
£80/m?
£260/m?
£160/m?
£0/m?
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12. Setting Brentwood'’s CIL

This final chapter brings together the findings of this report and provides a non-technical
summary of the overall assessment that can be read on a standalone basis. Having said this,
a viability assessment of this type is, by its very nature, a technical document that is prepared
to address the very specific requirements of the National Planning Policy Framework (NPPF),
so it is recommended the report is read in full. As this is a summary chapter, some of the
content of earlier chapters is repeated.

This document sets out the methodology used, the key assumptions adopted, and the results.
It has been prepared to assist the Council with the assessment of the viability in the context
of setting a Community Infrastructure Levy. The NPPF, the updated Planning Practice
Guidance (PPG) and the Harman Viability Guidance require stakeholder engagement —
particularly with members of the development industry. Consultation has taken place and,
whilst there was not universal agreement, a broad consensus was achieved.

HDH Planning & Development Ltd prepared the Local Plan Viability Assessment (HDH,
October 2018) and supported the Council through the plan-making and examination process.
The 2018 Local Plan Viability Assessment (LPVA) included consideration of CIL and rates
were recommended. The 2018 LPVA was considered in detail through the Local Plan
Examination. The inspectors concluded that the ‘Council’s viability assessment 2018 provides
a robust assessment of the overall cumulative impact of the policies in the Plan, in accordance
with national policy, good practice guidance and relevant requlations...’. The viability evidence
is sound and is the appropriate starting point for the consideration of CIL.

This CIL Viability Assessment updates the 2018 LPVA, taking into account the changes in
costs and values and also picks up changes in national policy that have been made over the
last few years. Where possible the approach, the methodology and assumptions used in the
2018 LPVA are carried forward into this report, and are only changed where absolutely
necessary. This document follows the structure of the 2018 LPVA, setting out the out the
methodology used, the key assumptions adopted, and contains an assessment of the effect
of CIL on viability.

In May 2022 the Government published the Levelling-up and Regeneration Bill. This includes
reference to a new national Infrastructure Levy. The Bill suggests that the Infrastructure Levy
would be set, having regard to viability, and makes reference to the Infrastructure Levy
Regulations. Infrastructure Levy Regulations has yet to be published. It will be necessary for
the Council to monitor the progress of the Bill and in due course review this report, as and
when the Regulations are published.

Compliance

HDH Planning & Development Ltd is a firm regulated by the Royal Institution of Chartered
Surveyors (RICS). As a firm regulated by the RICS it is necessary to have regard to RICS
Professional Standards and Guidance. There are two principal pieces of relevant guidance,
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being the Financial viability in planning: conduct and reporting RICS professional statement,
England (1% Edition, May 2019) and Assessing viability in planning under the National
Planning Policy Framework 2019 for England, GUIDANCE NOTE (RICS, 1st edition, March
2021). HDH confirms that the RICS Guidance has been followed.

Viability Testing under the NPPF and Updated PPG, and CIL Regulations

This assessment is undertaken in line with the requirements of the NPPF, the PPG and the
CIL Regulations. The CIL Regulations came into effect in April 2010 and have been subject
to subsequent amendment. CIL Regulation 14 (as amended) sets out the core principle for
setting CIL.

Setting rates

(1)  In setting rates (including differential rates) in a charging schedule, a charging authority
must strike an appropriate balance between—

(a) the desirability of funding from CIL (in whole or in part) the actual and expected
estimated total cost of infrastructure required to support the development of its
area, taking into account other actual and expected sources of funding; and

(b)  the potential effects (taken as a whole) of the imposition of CIL on the economic
viability of development across its area.

(2) In setting rates ...

Viability testing in the context of CIL is to assess the ‘effects’ on development. Ultimately the
test that will be applied to CIL is as set out in the examination section of the PPG. This
assessment has updated the existing evidence base. This assessment will form one part of
the evidence that Brentwood Borough Council will use if a decision is made to pursue CIL.

This study has drawn on the existing available evidence where available. In due course, this
study will form one part of the evidence that the Council will use to set CIL. The Council will
also consider other ‘existing available evidence’, the comments of stakeholders and wider
priorities.

Viability Guidance

There is no specific technical guidance on how to test viability in the 2021 NPPF or the updated
PPG, although the updated PPG includes guidance in a number of specific areas. There are
several sources of guidance and appeal decisions that support the methodology HDH has
developed. This study follows the Harman Guidance. In line with the updated PPG, this study
follows the EUV Plus (EUV+) methodology, that is to compare the Residual Value generated
by the viability appraisals, with the EUV plus an appropriate uplift to incentivise a landowner
to sell. The amount of the uplift over and above the EUV is central to the assessment of
viability. It must be set at a level to provide a return to the landowner. To inform the judgement
as to whether the uplift is set at the appropriate level, reference is made to the market value
of the land both with and without the benefit of planning permission for development.

The availability and cost of land are matters at the core of viability for any property
development. The format of the typical valuation is:
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Gross Development Value
(The combined value of the complete development)
LESS
Cost of creating the asset, including a profit margin
(Construction + fees + finance charges)

RESIDUAL VALUE

12.12 The result of the calculation indicates a land value, the Residual Value. The Residual Value
is the top limit of what a developer could offer for a site and still make a satisfactory return (i.e.
profit).

12.13 The 2021 NPPF, the PPG, the CIL Regulations and CIL Guidance are clear that the
assessment of viability should, be based on existing available evidence rather than new
evidence. The evidence that is available from the Council has been reviewed. This includes
that which has been prepared earlier in the plan-making process, and that which the Council
holds, in the form of development appraisals that have been submitted by developers in
connection with specific developments — most often to support negotiations around the
provision of affordable housing or s106 contributions.

Residential Market

12.14 An assessment of the housing market has been undertaken, providing the basis for the
assumptions on house prices to be used in the financial appraisals for the sites tested in the
study. The study is concerned not just with the prices but the differences across different
areas. Since 2018 the housing market has moved on, with average house prices increasing
steadily over the period:

Figure 12.1 Average House Prices 2018 to 2022 (£)

£500,000
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£400,000
£350,000
£300,000
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£100,000
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Source: Land Registry (March 2022). Contains public sector information licensed under the Open Government
Licence v3.0.
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On average, in Brentwood, prices have increased by about 10%. This is somewhat less than
in Essex (16%) or across England & Wales (18%). Since 2018 the UK economy and property
markets have been through a period of considerable uncertainty caused by Brexit, COVID-19
and now the Russian invasion of Ukraine.

When the impact of COVID-19 became apparent in early 2020, a range of views of the
anticipated impact on the property markets were expressed., almost all predicted a fall in
values, generally of about 10% during 2020. To some extent, COVID-19 was expected to
exacerbate the impact of leaving the European Union through the Brexit process. In fact,
house prices rose in 2020 and have continued to rise. The Land Registry reports that house
prices have increased across England and Wales by about 17% since the first lockdown in
March 2020.

When ranked across England and Wales, the average house price for Brentwood is 28" (out
of 331) at £595,223. This is an increase of 22% (from £490,000) at the time of the 2018 LPVA.
To set this in context, the council at the middle of the rank (166 - Swale), has an average price
of £314,268. The median price is a little lower than the mean at £490,000, being an increase
of 18% (from £415,000) at the time of the 2018 LPVA.

The research into house prices has been refreshed, and bringing together the evidence (which
we acknowledge is varied), the following values were put to the May 2022 consultation and
used in this assessment. Two values are used, applying a slightly lower value to those in and
adjacent to Brentwood, and a higher value in the remaining areas.

As in 2018, house prices do vary across the Borough, but there is insufficient robust data and
defendable evidence to support a more fine-grained approach. By working across the
Borough in broad areas a cautious approach is being taken.

Table 12.1 Pre-consultation (2022) Residential Price Assumptions (£/m?)

Typology

Previously Developed Land £5,100
Urban Flats £5,750
Large Greenfield — Urban Fringe £5,225
Large Greenfield £5,350
Medium Greenfield — Urban Fringe £5,120
Medium Greenfield £5,350
Small Greenfield £5,750

Source: HDH (March 2022)
Affordable Housing

In this update, it is assumed that such housing is constructed by the site developer and then
sold to a Registered Provider (RP).

a. Social Rent - a value of £1,550/m? across the study area is assumed.

152



12.21

12.22

12.23

12.24

12.25

12.26

!

/|

Brentwood Borough Council
CIL Viability Assessment Update — August 2022

b. Affordable Rent - a value of £2,280/m? across the study area is assumed.
C. Affordable Home Ownership — it is assumed that this tenure has a value of 65% of
Open Market Value.

Due to the transitional arrangements, the requirements for First Homes do not apply in
Brentwood.

Older People’s Housing

Housing for older people is generally a growing sector due to demographic changes and the
aging population. A value of £7,000/m? is used for Sheltered Housing and £8,000/m? is used
for Extra care housing.

Non-Residential Values

In Brentwood, market conditions broadly reflect a combination of national economic
circumstances and local supply and demand factors. However even within a town there will
be particular localities, and ultimately site-specific factors, that generate different values and
costs.

The following assumptions have been used:

Table 12.2 Non-Residential Values (£/m?) - 2022

Rent £/m? Yield Rent free Value | Assumption
period

Offices £250 6.00% 1.0 £3,931 £3,900
Industrial - Large £100 4.50% 1.0 £2,127 £2,100
Industrial - Small £100 6.50% 1.0 £1,445 £1,000
Logistics £150 4.00% 2.0 £3,467 £2,800
Retail - Central £365 5.00% 1.0 £6,952 £6,950
Retail (elsewhere) £275 7.50% 1.0 £3,411 £3,400
Supermarket £250 4.50% 0.0 £5,556 £5,550
Retail warehouse £180 5.00% 20 £3,265 £3,265
Hotel (per room) £4,500 6.00% 0.0 £3,036 £3,035

Land Values

Source: HDH (March 2022)

An important element of the assessment is the value of the land. Under the method
recommended in the Harman Guidance, the worth of the land before consideration of any
increase in value, from a use that may be permitted through a planning consent, is the Existing
Use Value (EUV). This is used as the starting point for the assessment.

In this assessment the following Existing Use Value (EUV) assumptions are used.
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Table 12.3 EUV Assumptions £/ha
Industrial £1,200,000
Agricultural £25,000
Paddock £50,000
Dunton Hills (Agricultural / £100,000
golf)

Source: HDH 2022
Benchmark Land Values

The approach used to derive BLV in the 2018 LPVA is carried into this assessment
unchanged.

a. Based on EUV + where the EUV is:

i. Industrial £1,200,000/ha
i. Agricultural £25,000/ha
iii. Paddock £50,000/ha
iv. Dunton Hills (Agricultural / golf) £100,000/ha
b. On brownfield sites an uplift of 20% is used to give a Benchmark Land Value close to

the median price paid for recently consented, policy compliant land — most of which is
brownfield land.

C. On greenfield sites an uplift of £450,000 is used to give a Benchmark Land Value that
is a little less than £500,000/ha. This is in line with the representations received and
consistent with the price paid for greenfield sites.

Development Costs

This the costs and other assumptions required to produce financial appraisals for the
development typologies have been updated. Two changes have been made.

The cost assumptions are derived from the Building Cost Information Service (BCIS) data —
using the figures re-based for Essex. The cost figure for ‘Estate Housing — Generally’ was
£1,242/m? at the time of the 2018 LPVA. At the time of the May 2022 consultation, this had
increased by 6.6% to £1,324/m?2. In this iteration of the report the latest figure is £1,401/m?,
being an increase of 11.3% since 2018. The most recent figures are used.

S106 Contributions and the costs of infrastructure

We have assumed all the modelled sites will contribute £2,500 per unit towards infrastructure
— either site specific or more general. In relation to the Strategic Sites the Council has
assessed the s106 requests for each site. These have been updated.
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The figure for Dunton Hill was increased from £126,697,158 to £136,814,791 in the run up to
Local Plan hearings and was used in the Statement of Common Ground prepared for the
hearings. The figures have been indexed from their October 2018 base date to July 2022 as
follows:

Table 12.4 Strategic Sites Strategic Infrastructure and Mitigation Costs

Units |Area ha 2018 2022
£ £/unit £ £/unit
Officers Meadows 825 38.74| £19,372,080 | £23,481 £23,884,210 £28,951
masterplan area
West Horndon 580 17.25| £10,863,689 | £18,730 £13,394,051 £23,093
masterplan

Dunton Hills Garden 4,000 | 257.00| £136,814,791 £34,203 £168,681,590 £42,170
Village

Brentwood Enterprise £10,744,530 £13,247,138
Park

Source: BBC (July 2022)

Based on the current planning application for 112,466m? of space, the Brentwood Enterprise
Park requirement works out at £118/m?.

Local Plan Policy Requirements

The specific purpose of this study is to consider the effect of CIL may have on planned
development as required by the NPPF, PPG and CIL Regulations. The analysis in the 2018
LPVA was based on the policies as set out in the Brentwood Local Plan Pre-Submission Draft,
September 2018. Now the Local Plan has been adopted, the adopted policies are reviewed,
although it is important to note that in terms of the impact on viability, the requirements are
largely unchanged. The policies that impact directly on viability through adding to the costs of
development are considered below.

As well as the adopted policy requirements the changes in national policy are also considered.
Modelling

The approach is to model a set of development sites that are broadly representative of the
type of development that is likely to come forward under the new Local Plan. The Strategic
Sites are modelled individually.

Both the West Horndon Site have significant existing buildings on them. At the time of this
study the extent of these are not known. In due course, it may be necessary to consider
Vacant Buildings Credit.

A range of non-residential uses are also modelled.
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Setting CIL

Viability testing in the context of CIL concerns the ‘effects’ on development viability of the
imposition of CIL. The Council has taken into account the importance of the provision of
infrastructure on the ability to meet its objectives through development and to deliver its
Development Plan.

The test that will be applied to the proposed rates of CIL are set out in the updated CIL
Guidance. The test is whether the sites and the scale of development identified in the Plan
are subject to such a scale of obligations and policy burdens (when considered together) that
their ability to be developed viably is threatened by CIL. The viability evidence has considered
the full range of the Council’s policy requirements, including the need for infrastructure funding.
The test is whether CIL threatens the Development Plan as a whole, rather than a specific
site.

Differential Rates, Charging Zones and Strategic Sites

CIL Regulation 13 gives the flexibility to charge variable rates by zone and development type,
however, there has been some uncertainty around the charging of differential rates.

The advice in this assessment is based on the assumption that the Strategic Sites’
infrastructure and mitigation costs will be as set out earlier in this report. Should the final costs
be significantly different to this amount it may be necessary to revisit this advice (if they are
lower, then viability would be improved).

We recommend that the Council continues to work with the sites’ promoters to better
understand the delivery of the Strategic Sites.

New Regulations and Guidance

This viability assessment has been prepared in line with the current CIL Guidance and the CIL
Regulations, best practice, and the various other sources of relevant Guidance. As set out in
Chapter 2 above, further changes are expected, possibly including the fundamental reform of
the levy, it will be necessary to keep this under review.

Developers’ Comments

Part of the process of preparing this report has been engagement with the development
industry (as set out in Appendix 2 to Appendix 4). In due course, if the Council decides to
proceed with CIL, it will consult further at the Draft Charging Schedule (DCS) stage. It will be
necessary to take the views of the industry into account.

Neighbouring Authorities

The rates of CIL introduced by neighbouring local authorities provide interesting contextual
information when the Council comes to set its rates of CIL (although each Council must draw
on its own evidence base). A very high rate may be viable, however if a neighbouring authority
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has set a low rate, then the Development Plan could be put at risk as developers may prefer
to develop in an area with a lower rate of CIL. Limited weight should be given to those not
adopted.

Chelmsford

CIL was introduced from 15t June 2014 at the following rates®*:
Type of Development ‘ CIL Charge
Residential (Use Class C3 including sheltered or specialist housing) £125 per sq m.
Retail — Convenience (Use Class A1 [food]) £150 per sq m.
Retail — All other retail (Use Class A1 [non-food] and Use Classes A2-A5 £87 per sq m.

and sui generis uses akin to non-food retail)

All other uses (including Use Classes B, C1, C2, and D and any other sui £0 per sq m.
generis uses)

Source: Chelmsford Adopted CIL Charging Schedule

These rates have been increased through indexation.
Basildon

The Council has published Basildon Local Plan and CIL Viability Update Study, Final Report.
Porter Planning Economics, February 2018. This recommended the following rates of CIL.

Use/location Rate per liable sqm
Residential uses in Basildon Town £50
Residential uses in Wickford £230
Residential uses in Billericay £350
Retirement homes in Billericay £100
Extra-care homes in Billericay £0
Residential uses in Strategic site H12 East Basildon Borough zero
Residential uses in Retirement and Extra-care homes outside Billericay zero
Retail floorspace outside of defined town centres £90
All other forms of non-residential floorspace zero

Table 7.1 Recommended CIL charges in Basildon Borough. Basildon Local Plan and CIL Viability Update Study,
Final Report. Porter Planning Economics, February 2018

84 https://www.chelmsford.gov.uk/planning-and-building-control/community-infrastructure-levy/
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The Council has not consulted on a PDCS?®.
Thurrock

The Council has suspended the Community Infrastructure Levy that was under development
between February 2011 and March 2015. A new Community Infrastructure Levy is now being
developed alongside the New Local Plan for Thurrock®®.

Epping Forest

The Council has not yet identified a preferred policy approach. At this stage there are no
published rates®’.

S106 History

BBC has a mechanism for collecting contributions under the s106 system. This evidence is
presented outside of this report.

Costs of Infrastructure and Sources of Funding

BBC has reviewed the requirement for infrastructure to support new development and the
costs of providing this. The Council will consider the amounts of funding that may or may not
be available from other sources. We understand that the Council has a funding gap, that is to
say the cost of providing the infrastructure is more than the identified funding.

When a Council strikes the balance and sets the levels of CIL, the amount of funding required
is a material consideration as it may be that the delivery of the Plan is threatened in the
absence of CIL to pay for infrastructure. However, it should be stressed that CIL should be
set with regard to the effect of CIL on development viability. There is no expectation that CIL
should pay for all of the infrastructure requirements in an area. There are a range of other
funding sources that are taken into account. The Council will need to consider the total amount
of money that may be received through the consequence of development (from CIL, from s106
payments, and from the New Homes Bonus etc) when striking the balance as to its level of
CIL.

When setting out the costs and other sources of funding, the Council will need to consider the
amount that can be retained to cover the cost of administering CIL (5%) and the amount to be
passed to the local neighbourhood (see below) under the localism provisions as these will
substantially reduce the monies available.

85 http://www.basildon.gov.uk/planningpolicy
86 https://www.thurrock.gov.uk/planning-obligations/community-infrastructure-levy

87 http://lwww.eppingforestdc.gov.uk/index.php/home/file-store/category/447-infrastructure

158



12.55

12.56

12.57

12.58

12.59

12.60

Brentwood Borough Council
CIL Viability Assessment Update — August 2022

Parish Council and a Neighbourhood Plan Parish Council but no Neighbourhood Plan
= 25% uncapped paid to Parish = 15% capped at £100/dwelling paid to Parish
No Parish Council but a Neighbourhood Plan No Parish Council and no Neighbourhood
= 25% uncapped - Local Authority consults with Plan
community = 15% capped at £100/dwelling - Local Authority

consults with community

Instalment Policy
The CIL Guidance sets out:

Regulation 70 (as amended by the 2012 and 2013 Regulations) provides for payment by
instalment where an instalment policy is in place (and explains which instalment policy applies
where there is more than one in an area — for example, in London). Where no instalment policy
is in place, someone has assumed liability and a commencement notice has been submitted
(and the authority has not determined a deemed commencement date), then payment is due
in full at the end of 60 days after the intended commencement date (see regulation 70(7), and
see regulation 7 and section 56(4) of the Town and Country Planning Act 1990, for the definition
of ‘commencement of development’).

PPG: 25-128-20190901

If an Instalment Policy is not adopted, then payment is due on full at the end of 60 days after
commencement. To require payment, particularly on large schemes in such a short time scale,
could have a dramatic and serious impact on the delivery of projects. It is our firm
recommendation that the Council has an Instalment Policy. Not to do so could put the
Development Plan at serious risk.

Viability Evidence — Rates and Zones

In considering CIL in this report the assessment is based on the Council’s planning policies
as set out in the now adopted Local Plan. The policies have been updated in line with national
requirements as appropriate.

CIL may be set for different development types and by different areas — although it is
necessary to keep any charging schedule simple.

The appraisals use the residual valuation approach — that is, they are designed to assess the
value of the site after taking into account the costs of development, the likely income from
sales and/or rents and a developers’ return. The Residual Value represents the maximum bid
for the site where the payment is made in a single tranche on the acquisition of a site. In order
for the proposed development to be described as viable, it is necessary for this value to exceed
the EUV by a satisfactory margin. Several sets of appraisals have been run at increasing
rates of CIL.

The appraisals are based on the full policy-on scenario with all the policy requirements, being
as follows.
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a. Affordable Housing 35% as 30% Affordable Home Ownership / 70%
Affordable Rent — in line with the requirements for 10%
AHO.

b. Design 95% Part M4(2), 5% Part M4(3), Water efficiency, 10%

Biodiversity Net Gain, EV Charging (except high density
flats), POS as per policy unless stated, District Heating.

C. Developer Contributions  s106 as £/unit at the following rates:
Strategic Sites As estimated.

All other £2,500/unit.

The Potential for CIL — Mainstream Housing

12.61 Viability testing in the context of CIL is to assess the ‘effects’ on development. Ultimately the

test that will be applied to CIL is as set out the examination section of the PPG. Appraisals
have been run with a range of levels of CIL. When considering these results, it is necessary
to have regard to the PPG. This refers to a ‘buffer’ (with added emphasis).

A charging authority’s proposed 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, this might not be appropriate if the evidence pointed to setting a charge right at the
margins of viability. There is room for some pragmatism. It would be appropriate to ensure that
a ‘buffer’ or margin is included, so that the levy rate is able to support development when
economic circumstances adjust. In all cases, the charging authority should be able to explain
its approach clearly.

PPG 25-021-20190901

12.62 With this in mind, the BLV has been lifted by 30%, being in line with the assumption used in

many other situations.
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Table 12.5 Residual Value v BLV +30%
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This analysis shows that across all the typologies the Residual Value exceeds BLV +30% for
rates of CIL of up to £500/m? on the greenfield sites and £350/m? on most brownfield sites,
indicating that development is likely to be viable with these levels of CIL. Of the Strategic
Sites, Officer's Meadows is likely to be able to bear up to £375/m?, however the West Horndon
site has a much-reduced capacity at about £25/m2. The Dunton site does not have capacity
to bear CIL.

CIL as a proportion of Land Value and Gross Development Value

To further inform the CIL rate setting process, we have calculated CIL as a proportion of the
Residual Value and the Gross Development Value.

CIL as the proportion of the Residual Value, in approximate terms, represents the percentage
fall in land value that a landowner may receive. As set out earlier in this report, it is inevitable
that CIL will depress land prices. This is recognised in the RICS Guidance and was considered
at the Greater Norwich CIL examination®. In Greater Norwich it was suggested that
landowners may accept a 25% fall in land prices following the introduction of CIL. It is
important to note that a wide-ranging debate took place at that CIL Examination and on the
specific local circumstances. It would however be prudent to set CIL at a rate that does not
result in a fall in land prices of greater than 25% or so.

88 Greater Norwich Development Partnership — for Broadland District Council, Norwich City Council and South
Norfolk Council by Keith Holland BA (Hons) Dip TP, MRTPI ARICS Date: 4 December 2012
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Table 12.6 CIL as a Proportion of Residual Value

%ol %01 %¥9 %89 %E€S %87 %V %6€ %SE %1€ Alesaus aH ¥ umoig Jlews| ¢ o
%99 %2CS %87 Sz %01 %LE %ovE %0€ %LT %S¢ Ajlereusn ¥ umoig jlews| €¢ 8l
%SS %G %Ly %Y %0 %9¢€ %EE %0¢€ %.1T %¥Z Alereusy dH 6 umoig Jlews| ¢g 9IS
%G %ly %Y %0 %L€ %€ %1€ %8¢ %SC %ET Aljereus 6 umoig |lews| ¢ 8Ns
%8¢ %G€ %EE %0€ %8¢ %9¢ %¥C %CC %02 %81 Allereus ¥ Usaig |lews| 0¢ 1S
%LE %¥e %cCE %0€ %L2 %S2 %€T %lC %61 %Ll Allessus 6 Usalg |lewWS| 6l NS
%89 %S %617 %S %lv %8¢ %ovE %l€ %82 %S¢ ealy ueqin aH ¢l umoig wnipa\| 8| 3lS
%9 %65 %S %6 %Sy %l %€ %€ %0€ %LT ealy ueqin ¢l umoig wnipsiN| L} 3S
%19 %.G %2S %8y %y %0 %9€ %EE %62 %92 Baly ueqin aH 0¢ umoig WnipsiN| 9} 8IS
%19 %19 %98 %G %ly %Y %6€ %S€ %1€ %8¢ ealy ueqin 0¢ umolg wnipsl\| G| d)s
%65 %¥S %08 %9y %y %6€ %SE %c€ %62 %92 ealy ueqin QH 0 umoig ableT| y| 8IS
%19 %29 %LS %S %olv %V %6€ %SE %€ %8¢ ealy ueqin Ot umolg abieq| ¢} a)s
%S9 %09 %SS %08 %9 %2y %8¢ %¥€ %1€ %82 ealy ueqin QH 001 umoig ableT| z| 8y
%02 %¥9 %65 %S %6 %Sy %Ly %€ %EE %62 ealy ueqin 00} umoig abie| |} ays
%8S %S %08 %9 %2y %8¢ %S€ %1€ %8¢ %GC abuuy ueqin| 8bulyz} usaig wnips| 0} 8YIS
%ovy %Ly %8¢ %GE %c€ %0€ %lT %GC %cC %02 [Biny ¢l Usdig WNIpsN| 6 dIS
%€ %617 %S¥ %ol %8¢ %SE %€ %62 %92 %EC abul4 ueqin| abuu4 og usaID wWnipaN| 8 8YIS
%9% %2y %6€ %9€ %EE %1€ %82 %92 %EC %lC [einy 0¢ Usai9 WnIipaN| L 8IS
%2S %8y %Sy %Ly %8¢ %€ %1€ %62 %92 %ET abuuy ueqin| abuly oy uealo wnipa| 98NS
%Sy %y %8¢ %9¢€ %EE %0€ %lT %SC %ET %02 [Beiny O Usal9 WnIipaN| G 8IS
%98 %1G %ly %o¥y %0 %LE %EE %0¢€ %LlC %¥e abuuy ueqin 00z usai9 abieq[ &S
%oV LL %80¢ |- %052¢e- %618€ %62l %829 %llv %00€ %922 %SL1L UopuloH jseq uojung| € 9is
%9C| %ELL %10l %16 %18 %oCL %S9 %LS %S %S UOpPUJOH 1S9 M UOPUJOH }1SBM[ ¢ ®XIS
%81 %lEL %Ll %¥0L %26 %28 %C. %¥9 %98 %6 plRYUsys SMOPESI\ SI90YO| | 3HS
00S3 Slv3 0Sv3 Ser3 00¥3 SLE3 05€3 S2€3 00€3 S.1Z3

%12 %¥C %lT %81 %S| %cl %6 A %V %< %0 Allereus dH ¥ umoig Jlews| ¢ a)s
% %6} %Ll %o} %l %01 %8 %9 %V % %0 Alessus ¥ umoig |lews| €¢ 8Ns
%12 %61 %91 %Pl %Cl %01 %8 %9 %Y %C %0 Aleseusn dH 6 umoig Jlews| ¢¢ @
%02 %81 %S %EL %l %6 %l %S %€ %C %0 Ajereus 6 umoig jlews| |¢ 8l
%91 %L %Cl %l %6 %L %9 %Y %€ %l %0 NEEES) ¥ Udaig |lews| 0Z #1S
%G1 %L %cl %01 %6 %ol %9 %¥ %€ %l %0 NEEES) 6 Usaig |lews| 6l 81S
% %02 %Ll %S| %l %01 %8 %9 %V % %0 ealy ueqin aH ¢l umoig wnipa\| 8| dls
% %lc %81 %9} %l %l %8 %9 %V % %0 ealy ueqin ¢l umoig wnipsiN| L} 3YS
%ET %lC %81 %S %EL %01 %8 %9 %Y %C %0 ealy ueqin aH 0¢ umoig WnipsiN| 9} aYs
%S¢ %cZ %61 %91 %L %l %6 %9 %Y %C %0 ealy ueqin 0 umolg wnipdalN| G| 3
%EC %0¢ %L %S %Cl %01 %8 %9 %Y %< %0 ealy ueqin QH 0 umoig abreT| y| 8IS
%SC % %6} %9 %l %l %6 %9 %V %2 %0 ealy ueqin Ot umolg abieq| ¢} a)s
% %lc %61} %9} %l %l %6 %9 %V %2 %0 ealy ueqin QH 001 umoig ableT| z| a)s
%92 %ET %02 %l %Pl %l %6 %L %Y %C %0 ealy ueqin 00} umoig abie| |} 8y
%ET %02 %Ll %S %Cl %01 %8 %9 %Y %C %0 abuuy ueqin| 8buly z} usaig wnips| 0l 8YIS
%81 %91 %L %Cl %01 %8 %9 %G %€ %C %0 [Biny ¢l Udaig WnIpaN| 6 dIS
%lC %81 %9} %} %c | %6 %ol %S %V %< %0 abul4 ueqin| 8buu4 Og UsdID WNIpBN| 8BNS
%61} %91 %} %l %01 %8 %ol %S %€ % %0 [einy 0¢ Usai9 WnIipaN| L 8IS
%12 %81 %91 %Pl %l %6 %l %S %Y %C %0 abuuy ueqin| abuly oy ueal9 wnipa| 9 BYIS
%81 %91 %Pl %Cl %01 %8 %l %S %€ %C %0 [einy O Usai9 WnipaN| G 8IS
%cZ %61 %Ll %L %Cl %01 %8 %9 %Y %C %0 abuuy ueqin 00z usa19 abieq[ ¢ &S
%8€L %011 %18 %69 %S %y %1€ %lZ %EL %9 %0 UOpUIOH }seq uoung

%6€ %¥e %62 %SC %02 %91 %L %6 %9 %€ %0 UOpUJOH }SaM UOpPUJOH 1S9 M

%Y %€ %CE %12 %2Z %81 a3 %01 %9 %€ %0 plRYUsys SMOpPESN SI92HO

0523 §2¢3 0023 SLL3 0513 SCl3 0013 S.3 053 S¢3 03

HDH (July 2022)

Source

12.66 Above it was found that most sites were viable at rates of CIL of £500/m? on the greenfield

CIL at above £250/m? would however have a

sites and £350/m? on the brownfield sites.
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notable impact on land prices with values potentially falling over 50% on some sites. The
analysis in the table above suggests a maximum rate of £250/m? or so may be appropriate on
the typologies, with £150/m? on the Officer's Meadows and West Horndon Strategic Sites.

Plan-wide viability testing is not an exact science. The process is based on high level
modelling and assumptions and development costs and assumptions. The process adopted
by many developers is similar, hence the use of contingency sums, the competitive return
assumptions and the generally cautious approach. In the following tables we have set out CIL,
at a range of rates, as a proportion of the Gross Development Value (GDV). Generally, we
would advise that CIL should be less than 5% or so of GDV.

This analysis shows that CIL at the above rates would be less than 5% or so of the Gross
Development Value. On this basis the Council can have further confidence that development
would not be put at risk.

Older People’s Housing

As well as mainstream housing, we have considered the retirement sectors separately. We
have run further appraisals with a range of levels of CIL We have run simple appraisals based
on the assumptions set out in the earlier sections of this report. In the following analysis we
have shown the impact of CIL: As above the BLV has been lifted by 30%.
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Table 12.7 Residual Value v BLV +30%
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12.70 This analysis shows that across all the typologies the Residual Value exceeds BLV +30% for

rates of CIL of up to £500/m?, indicating that development is likely to be viable with that level

of CIL.
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12.71 To further inform the CIL rate setting process, we have calculated CIL as a proportion of the
Residual Value and the Gross Development Value. It would however be prudent to set CIL at
a rate that does not result in a fall in land prices of greater than 25% or so.

Table 12.8 CIL as a Proportion of Residual Value

CIL Rate Greenfield Brownfield
Sheltered Extracare Sheltered Extracare
Site 1 £0 0.00% 0.00% 0.00% 0.00%
Site 2 £20 1.37% 1.74% 1.51% 1.72%
Site 3 £40 2.77% 3.53% 3.07% 3.50%
Site 4 £60 4.21% 5.40% 4.68% 5.34%
Site 5 £80 5.70% 7.33% 6.34% 7.25%
Site 6 £100 7.23% 9.34% 8.05% 9.23%
Site 7 £120 8.80% 11.42% 9.82% 11.29%
Site 8 £140 10.42% 13.59% 11.65% 13.43%
Site 9 £160 12.09% 15.84% 13.54% 15.65%
Site 10 £180 13.82% 18.19% 15.50% 17.97%
Site 11 £200 15.60% 20.63% 17.53% 20.38%
Site 12 £220 17.43% 23.18% 19.63% 22.89%
Site 13 £240 19.33% 25.84% 21.81% 25.51%
Site 14 £260 21.29% 28.62% 24.08% 28.24%
Site 15 £280 23.31% 31.52% 26.42% 31.10%
Site 16 £300 25.41% 34.57% 28.86% 34.09%
Site 17 £320 27.57% 37.75% 31.40% 37.22%
Site 18 £340 29.82% 41.10% 34.04% 40.51%
Site 19 £360 32.15% 44.61% 36.79% 43.95%
Site 20 £380 34.56% 48.30% 39.66% 47.57%
Site 21 £400 37.06% 52.19% 42.65% 51.38%
Site 22 £420 39.66% 56.30% 45.78% 55.40%
Site 23 £440 42.36% 60.63% 49.04% 59.63%
Site 24 £460 4517% 65.21% 52.46% 64.11%
Site 25 £480 48.09% 70.06% 56.03% 68.84%
Site 26 £500 51.14% 75.20% 59.79% 73.86%
Site 27 £520 54.31% 80.68% 63.72% 79.19%
Site 28 £540 57.62% 86.50% 67.86% 84.86%
Site 29 £560 61.08% 92.72% 72.22% 90.90%
Site 30 £580 64.69% 99.37% 76.81% 97.36%

Source: HDH (July 2022)
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Above it was found that most sites were viable at rates of CIL of £500/m?. CIL at above
£220/m? would however have a notable impact on land prices with values potentially falling
over 25%. The analysis in the table above suggests a maximum rate of £220/m? or so may
be appropriate for specialist older people’s housing.

Non-Residential Development

As with the residential appraisals, we have used the Residual Valuation approach. We have
run appraisals to assess the value of the site after taking into account the costs of
development, the likely income from sales and/or rents, and an appropriate amount of
developers’ profit. The payment would represent the sum paid in a single tranche on the
acquisition of a site. In order for the proposed development to be described as viable, it is
necessary for this value to exceed the value from an alternative use. To assess viability, we
have used the same methodology with regard to the Benchmark Land Values (Existing /
Alternative Land Use ‘plus’).

As for residential development, the Residual Value has been calculated with a range of levels
of CIL. The results are consistent with those presented in 2018, except in relation to industrial
uses which show a marked improvement in the Residual Value. In addition, logistics uses are
shown as being viable and having capacity to bear CIL.

It is necessary to consider the St. Modwen Brentwood Enterprise Park. This site is subject to
a current planning application, and it is anticipated that the site will make a £13,247,138
contribution towards strategic infrastructure and mitigation measures. Based on the current
planning application for 112,466m? of space, this requirement works out at £118/m?. The
analysis in this assessment does not make any allowance for s106 costs. The Brentwood
Enterprise Park Site is currently in mixed uses, with part of the site being in agricultural use,
but a significant part of the site is in a range of yard / depot / outdoor storage uses, with some
temporary buildings being on-site. This site may be consented before CIL is adopted, however
if the determination of the scheme is delayed it will be necessary to model the site as a
strategic site, taking into account the costs of strategic infrastructure and mitigation.

Retail development is shown as viable with the Residual Value exceeding the Benchmark
Land Value by a substantial margin (indicating the ability to make developer contributions.
The analysis includes hotel use. This is not shown to be viable on greenfield or on brownfield
land.

The analysis indicates the scope for CIL on industrial and logistics uses and for retail uses.
Further appraisals have been run with varied levels of CIL and tested against a BLV plus 30%,
as was done for residential development.
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Table 12.9a Non-Residential Uses - Greenfield
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Table 12.9b Non-Residential Uses - Brownfield
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12.78 The above analysis suggests the following rates of CIL. In considering these rates it is
assumed that shop-based retail is likely to be on brownfield sites and distribution and logistics
uses are likely to be on greenfield sites.

a.

b.

Office Development £0/m?

Industrial Development

Greenfield £80/m?
Brownfield £0/m?

Distribution and Logistics £140/m?
Prime Retail £340/m?
Other Retail £80/m?
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f. Supermarket £260/m?
g. Retail Warehouse £160/m?
h. Hotel £0/m?

Setting CIL - Recommendations

The findings of this report do not determine the rates of CIL, but are one of a number of factors
that the Council may consider when setting CIL. In setting CIL there are three main elements
that need to be brought together:

a. Evidence of the infrastructure requirements
b. Viability evidence

C. The input of stakeholders.

Outside this report the Council has carried out a substantial amount of work looking at the
infrastructure requirements of the area. In striking a balance between the different rates of
CIL, the Council needs to consider a range of factors including those set out below.

In this chapter we have set out the range of factors to be considered when reviewing CIL.
Through the process of engagement with the Council and taking into account all the matters
set out above, it was decided that:

a. CIL is required to fund infrastructure. Having taken into account the other sources of
finance there is a ‘funding gap’ and CIL could make a useful contribution to fund the
infrastructure required to support the development most likely to come forward prior to
the adoption of the new Local Plan.

b. Affordable housing remains a Council priority but the Council also puts weight on the
delivery of infrastructure.

C. The Council and its partners have been successful in securing capital funding for
infrastructure but there remains a significant ‘funding gap’.

d. That it would be preferable, if supported by evidence, to ‘keep things simple’ and not
have multiple rates of CIL — although it was recognised that it was appropriate to have
differential rates. It was agreed that a fine grained approach was not desirable.

e. CIL setting is a qualitative and a quantitative process. CIL is not calculated through a
predetermined formula. The Council is required to ‘strike’ the balance between (a) the
desirability of funding from CIL ... the ... cost of infrastructure required to support the
development of its area, ... and (b) the potential effects (taken as a whole) of the
imposition of CIL on the economic viability of development across its area.

Based on the above, the following rates of CIL are recommended:

170



Brentwood Borough Council
CIL Viability Assessment Update — August 2022

Table 12.10 Updated Recommended Rates of CIL — July 2022

Development Type
Residential
Officer's Meadows £150/m?
West Horndon Masterplan Area £25/m?
Dunton Hills Garden Village £0/m2
All other Areas £250/m?
Older people’s housing) £220/m?
Retail
General Retail — Prime areas® £340/m?
General Retail — Other areas £80/m?2
Supermarket £260/m?
Retail Warehouse £160/m?
Industrial Development
Greenfield £80/m?
Brownfield £0/m2
Distribution and Logistics £140/m?
All Other Development £0/m?

Source: HDH (July 2022)
Next Steps

12.81 The recommendations in this study are ‘a consultant’s view’ and do not reflect the particular
priorities and emphasis that Brentwood Borough Council may put on different parts of its
Development Plan. The above suggested rates are supported by the evidence — however
there is considerable scope for the Council to strike a different balance.

12.82 We stress that the information in this report is an important element of the evidence for setting
CIL, but is only one part of the evidence; the wider context needs to be considered.

89 This area is relatively limed being restricted to the length of the High Street between the B185 (Kings Road /
Weald Road) and the A128 (Ongar Road / Ingrave Road), but excluding the Baytree Centre (as it is set back from
the High Street).
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Appendix 1 — Scope of Works

Now that the Local Plan has been examined and adopted the Council wishes to pick up the
viability work to consider CIL. Can you please update the Local Plan Viability Assessment
(HDH, October 2018) and, if appropriate, recommend rates of CIL.

The update should:

¢ Build on the Council’s existing viability evidence.
¢ Beinline with the updated CIL Regulations and NPPF.

e Follow the requirements of the updated PPG, RICS Guidance and current best
practice.

e Pick up changes in local and national policy as needs be.
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Appendix 2 — Consultees

Organisation

Brentwood Borough
Council (BBC)

Essex County Council

Attendee

Simon Drummond-Hay
from HDH Planning, on behalf of BBC

Tim Parton
from DAC Planning, on behalf of BBC

Jonathan Quilter
Thom Hoang (TH)
Camilla Carruthers
Britney Lees
Alethea Evans

Anne Clitheroe

Chesters Harcourt Nigel Jones
Sphere25 Jon Turner
Marrons Planning Reiss Sadler

Crest Nicholson

Anderson Group

Matthew Parsons
Mr Alasdair Sherry

Savills Mr Ben Thomas
Turner Morum LLP Tom Hegan

MS Scott Richard Martin
Stonebond Sean Marten
Iceni Projects Ryan Walker

Countryside Properties
BNP Paribas

Carl Glossop

Caroline McDade
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Appendix 3 — Consultation Presentation

The pages in this appendix are not numbered.
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CIL Viability Assessment
Consultation Event

30t May 2022

Please use the chat icon to ask Please raise a hand to ask a
questions or leave comments question or to make a comment
h‘?* To avoid sound interference
please mute your microphone

I.@i Planning &
Development

Agenda

Methodology
— Harman Guidance / RICS Guidance / PPG
Main Assumptions
— Prices
— Costs
— Commercial prices
— Modelling
The Viability Test
Moving Forward

Setting CIL

» Recently adopted Local Plan

+ Viability based on Local Plan Viability
Assessment (HDH, October 2018) as
examined through Local Plan Process

355. Overall therefore we are satisfied that the
evidence credibly indicates that the cumulative
impact of the Plan’s policies will not put
implementation of the Plan at serious risk.

+ Viability Refresh, update costs and values,
respond to national changes

— Future Homes Standard / Part L, First Homes (not P
here), 10% Biodiversity Net Gain, EV Charging hfbi

Key issue — the ‘effects’

CIL Regulation 14
Setting rates

1) In setting rates (including differential rates) in a charging
schedule, a charging authority must strike an appropriate balance
between—

(a)  the desirability of funding from CIL (in whole or in part) the
actual and expected estimated total cost of infrastructure required
to support the development of its area, taking into account other
actual and expected sources of funding; and

(b)  the potential effects (taken as a whole) of the imposition of
CIL on the economic viability of development across its area.

2 In setting rates ...

i

17/08/2022



2022 Queen’s Speech

“A bill will be brought forward to drive local growth, empowering local leaders
to regenerate their areas, and ensuring everyone can share in the United
Kingdom’s success. The planning system will be reformed to give residents
more involvement in local development.”

The main benefits of the Bill would be:

Capturing more of the financial value created by development with a locally
set, non-negotiable levy to deliver the infrastructure that communities need,
such as housing, schools, GPs and new roads.

Simplifying and standardising the process for local plans so that they are
produced more quickly and are easier for communities to influence.

i

Levelling-up and Regeneration
Bill

24G (3) For the purposes of subsection (2), IL regulations may make

provision about—

(a) how the level of affordable housing provided in the area is to be
measured, and

(b) how the level of funding provided by developers is to be 5
measured.

(4) A charging authority, in setting rates or other criteria, must have

regard, to the extent and in the manner specified by IL regulations, to—

(a) matters specified by IL regulations relating to the economic viability
of development (which may include, in particular, actual or potential
economic effects of the imposition of IL);

(b) (b) matters specified by IL regulations relating to the actual or 15

potential economic effects (including increases in the value of land)
of—

i

PPG Viability in plan-making

* 10-003 — based on ‘Typologies’

* 10-004 — use average costs and values

» 10-005 - strategic sites (no new allocations)
* 10-006 — consultation

Standard Viability Test -

Residual Value

STEP 1
Gross Development Value
(The combined value of the complete development)
LESS

Cost of creating the asset, including PROFIT
(Construction + fees + finance charges)

RESIDUAL VALUE

STEP 2
Residual Value v Existing Use Value
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PPG Land Value 10-013

Benchmark Land Value (BLV)

Existing Use Value (EUV) ‘plus a premium
for the landowner’

PPG BLV — 10-014

Based on EUV
Allow for a premium to the landowner

Reflect abnormal costs, site specific
infrastructure and fees

Be informed by market evidence from
policy compliant schemes
— In plan making, the landowner premium

should be tested and balanced against
emerging policies.

PPG Developers’ Return

+ 10-018

— For the purpose of plan making an
assumption of 15-20% of gross development
value (GDV) may be considered a suitable
return to developers in order to establish the
viability of plan policies. ... A lower figure may
be more appropriate in consideration of
delivery of affordable housing ...

10

Viability Testing

11

12

17/08/2022



(3 riCS

Mandatory
RICS -

H Financial viability in planning:

Guidance et i

rice org/guidance

13

Engagement Phases

| .ocal
COMMUNITIES

15

RICS Guidance — so what?

» mandatory for Chartered Surveyors

+ with objectivity, impartially and without interference and with
reference to all appropriate available sources of information

* include instructions
+ no performance-related or contingent fees

* presumption is that a viability assessment should be
published in full

* a non-technical summary

+ incudes appropriate sensitivity testing

» responsible for sub-contractors / specialists
» (value engineering)

14

Methodology

» Data Gathering

— Values

— Costs

—Land
* Modelling

— Typologies

— Residential, employment, retail
» Appraisals

— Residual Value v EUV Plus

16
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Key Assumptions

Average House Prices
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Price Paid Data by Settlement
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M Detached M Flats Semi-detached Terraced mAll

20
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Price Paid Data £/m?2
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Newbuild Asking Prices

Agent / Developer Detached Flats Semi-detached Terraced Al

Count Average Average  Count Averagef Average  Count Averagef Average  Count Averagef Average  Count Averagef  Average
/m2 £/m2 £/m2 £/m2

Balgore Hayes

Ashwells Court 1 £825000  £4,900 0 0 o 1 £825,000

Nags Head Lane o 0 1 £600,000 5,000 0 1 £600,000

Beresfords

Brentwood Road 0 0 1 £700,000 o 1 £700,000

Danes Way 1 £675000  £6308 0 0 o 1 £675,000

Ingrave House: 0 5 £350000  £6383 0 o 5 £359,000

Connells

One Brentwood 0 1 £250,000 0 o 1 £250,000

Douglas Allen

Regent House 0 7 £290000 €544 0 o 7 £290,000

Fariview Homes

Nola 0 6 £518833 €641 0 o 6 £518833

Jenkins

La Plata Grove 1 £850,000 0 0 o 1 £850,000

INH

Milfeld Park 0 1 0 o 1

Keith Ashton

Braeburn House 0 0 1 775000  €4235 o 1 £775,000

Bramley House 0 0 1 E£775000  €4,167 o 1 £775,000

Ingrave Road o 0 2 £650,000  £5,000 0 2 £650,000

Peartree Lane 2 £752,500 0 0 o 2 752,500

Land Charter Homes

Warley HQ 0 5 £347,000 £5473 0 o 5 £347,000

Marden Homes

Boyles Court 0 1£1,500000  £7,353 0 2£1,197500  £6,500 3£1,208333

Parabar Estates

Rayleigh Road 2 £970,000 o 0 o 2 970,000

savills

Old Pump Works 0 2 £612,498  €5919 0 o 2 £612,498

Weston Homes /BPC Land

1023 West 0 9 407222 €6217 0 o 9 407,222

William H Brown

‘The Pembury o 2 £345,000 0 2 £345,000

AL 7 827857  £5.624 39 £421,131  £6,041 6

£4,940
£5,000

£6,308
£6,383

£5,144

£6,141

£4,235
£4,167
£5,000

£5473

6,785

£5,919

£6,217

o
£691,667  £4,680 2£1,197500  £6,500 54 £534773 Fﬁ;ﬁ

Price Assumptions (£/m?2)

Table 4.8 Pre-consultation (2022) Residential Price Assumptions (£/m?)

Typology

Previously Developed Land £5,100

Urban Flats £5,750

Large Greenfield — Urban Fringe £5,225

Large Greenfield £5,350

Medium Greenfield — Urban Fringe £5,120

Medium Greenfield £5,350

Small Greenfield £5,750
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