Gateshead Council Community Infrastructure Levy Modification Responses 10/3/16
Proposed Modifications – Requests to be Heard (CIL Regulation 21)
Modification
Reference
1

Request to
be Heard
Yes

Representor

Modifications Summary of Issues

Council Response

Persimmon homes

Concern regarding the impact of the Draft
Charging Schedule, as modified, on windfall
sites and the lack of certainty on Exceptional
Circumstances Relief (ECR). Consider that the
LPA position should be made clearer and state
preference for ECR to be made available from
the outset. Concern relates particularly to
brownfield windfall sites which may be
restricted from coming forward in the absence
of any availability of ECR.

In submitting the Charging
Schedule, and publishing
proposed modifications, the
Council considers the approach
to be based on appropriate
available evidence, and is fully
compliant with the CIL
Regulations 2010 (as amended).
The justifying evidence for the CIL
residential rates is documented
in the Gateshead and Newcastle
Viability and Deliverability Report
Annex Update (February 2016),
and includes a broad test of
viability across the authority area
and typology sampling (NPPG ID
25-018-20140612).

1

Yes

Bill Coats

1

Yes

Wardley LLP (Mr C Ford)

1

Yes

Wardley Development
LLP (David Wilson)

Concern regarding the impact of the Draft
Charging Schedule and maps In the context of
land holding in Wardley (former commercial
service and scrapyard) which is shown to be
located in Zone A. The proposed levy needs to
be negotiable with Gateshead Council, taking
into account development costs. Reference to
current discussions with house builders to
bring the site forward for residential
development.
Disagrees with the Draft Charging Schedule
and Maps In the context of land holding north
of Manor Walk in Wardley, which has
residential development potential, and which
is included in Zone A. The site is brownfield
and has significant development costs
associated with the its coal mining heritage.
Any proposed levy should be negotiable with
Gateshead Council, and subject o a viability
test. The current approach would be contrary
to the Government’s recent push for the
delivery of brownfield sites, and would make
the site undeliverable.
Disagrees with the Draft Charging Schedule
and Maps In the context of land holding north
of Manor Walk in Wardley being included in
Zone A. The site is brownfield including a
former mining colliery, with significant
development costs which require any
proposed levy to be negotiable with

In submitting the Charging
Schedule, and publishing
proposed modifications, the
Council considers the approach
to be based on appropriate
available evidence, and is fully
compliant with the CIL
Regulations 2010 (as amended).
In submitting the Charging
Schedule, and publishing
proposed modifications, the
Council considers the approach
to be based on appropriate
available evidence, and is fully
compliant with the CIL
Regulations 2010 (as amended).

In submitting the Charging
Schedule, and publishing
proposed modifications, the
Council considers the approach
to be based on appropriate
available evidence, and is fully
compliant with the CIL

Gateshead Council. The current approach
creates uncertainty and would be contrary to
the Government’s recent push for the delivery
of brownfield sites. Reference to current
discussions with house builders to bring the
site forward for residential development
Consider that the modifications do not go far
enough and do not address any of our residual
concerns or objections to the Draft Charging
Schedule, as highlighted in previous
representations.

Na

Yes

Bellway Homes

Na

Yes

Taylor Wimpey

Consider that the modifications do not go far
enough and do not address any of our residual
concerns or objections to the Draft Charging
Schedule, as highlighted in previous
representations.

6

No

Signet Planning

Throughout previous iterations of the
Gateshead CIL charging zone the site at
Highfield has been outside the residential
charging zone and therefore representations
or a critique of Council evidence was not
required.
The amendment to include the site within the

Regulations 2010 (as amended).

In submitting the Charging
Schedule, and publishing
proposed modifications, the
Council considers the approach
to be based on appropriate
available evidence, and is fully
compliant with the CIL
Regulations 2010 (as amended).
In submitting the Charging
Schedule, and publishing
proposed modifications, the
Council considers the approach
to be based on appropriate
available evidence, and is fully
compliant with the CIL
Regulations 2010 (as amended).
In submitting the Charging
Schedule, and publishing
proposed modifications, the
Council considers the approach
to be based on appropriate
available evidence, and is fully
compliant with the CIL
Regulations 2010 (as amended).

charging zone at this late stage prejudices our
client’s interest as they have not been
appropriately consulted or had the
opportunity to challenge this approach
previously.
Fundamental objections are raised including
questions regarding viability, land values and
unjustified tariffs (as raised by the
development industry). Request that the site is
removed from the Charging Zone or relief from
the levy should be made available through
ECR. The site in question has topographical
challenges which will impact on site viability
and the imposition of CIL will put its delivery at
risk. The approach being taken is not in
accordance with the NPPF and in particular
paragraph 173.

The justifying evidence for the CIL
charging zones and residential
rates is documented in the
Gateshead and Newcastle
Viability and Deliverability Report
Annex Update (February 2016),
iterations of which have been
published at each stage in the
preparation of Gateshead’s CIL.
This includes a broad test of
viability across the authority
area, including the site in
question, and typology sampling
(NPPG ID 25-018-20140612).

A cartographic error resulted in
the site being excluded from the
Request the right to make further submissions. residential charging zone map at
PDCS2 and DCS stages.

A copy of the Modification Reponses which have been received are attached in the subsequent pages.

WARDLEY DEVELOPMENTS LLP
4th March 2016
Gateshead Council,
Spatial Planning and Environment,
Civic Centre, Regent Street,
Gateshead,
Tyne and Wear
NE8 1HH
Copy to: LDF@gateshead.gov.uk
Dear Sirs,
Re: Land at Wardley, Gateshead.
I am the landowner of land north of Manor Walk, Wardley. I enclose a copy of the
Land Registry plan and Site location plan for your attention together with a SHLAA
plan showing the land as Site G245 and G188.
I am writing to request to be heard by the Inspector at the public examination
hearing as I am not in agreement with the Residential Charging Schedule and
Residential Zone Maps. You will see from the plans attached that I own the land
within the Charging Authority and this is identified in Zone 1 on the Council plan
attached.
The Site was a former mining colliery and we are currently in discussion with a
number of house builders in order to bring the Site forward for residential
development. Whilst it does not form part of the allocated sites, it is vital that there
is scope for removal or adjustment of the proposed levy as this brownfield site has
significant development costs due to its coal mining heritage. Furthermore, this is
contrary to the Government’s recent push for the delivery of brownfield sites.
A key aspect of delivering this Site would be to have the ability to negotiate with
GMBC should the development costs of the proposal require a reduction in the CIL
level in order to make the project happen. I am concerned about the uncertainty
surrounding instances like this and I do not feel that the existing Charging Schedule
addresses this aspect.

Henson House
Whitley Road
Benton
Newcastle upon Tyne. NE12 9SR

WARDLEY DEVELOPMENTS LLP

I look forward to hearing from you when the date has been set for the hearing
together with confirmation I can raise my concerns with the Inspector at the
forthcoming hearing.
Yours faithfully,

David Wilson
Signed on behalf of Wardley Developments LLP

Henson House
Whitley Road
Benton
Newcastle upon Tyne. NE12 9SR

THE SITE

Gateshead Metropolitan Borough Council
Spatial Planning and Environment
Civic Centre
Regent Street
Gateshead
NE8 1HH
By Email Only

20082/A3/CM/ds
3 rd March 2016

Dear Sirs
PROPOSED MODIFICATIONS TO GATESHEAD’S COMMUNITY INFRASTRCUTURE LEVY
DRAFT CHARGING SCHEDULE
On behalf of our client, Bellway Homes Limited (North East), we write to you in respect of the
consultation for the above proposed modifications to Gateshead Metropolitan Borough Council’s
(‘GMBC’s’) Community Infrastructure Levy (‘CIL’) Draft Charging Schedule.
1.

Background and Context

To date our client has been actively involved in the consultation process that has been undertaken
in relation to GMBC’s emerging CIL Charging Schedule. This has involved both the submission of
representations at key stages in the preparation of the document as well as attending a meeting
with GMBC in July 2015.
Our client’s land interest is in Ryton and includes land allocated through Policy GV6 of the GMBC’s
adopted Core Strategy and Urban Core Plan. The site is therefore strategically important to the
Borough and its development will assist in contributing towards Gateshead’s housing requirement
over the plan period.
Our client’s latest set of representations were prepared and submitted to the Council in December
2015 and highlight a number of ongoing concerns and objections that they have with the scope and
nature of the Council’s Draft Charging Schedule and the assumptions used in its associated
evidence base. Many of the concerns relate to the effect that the CIL Charging Schedule will have
on the viability of our client’s land and implications for future development in the Borough as a
whole. For completeness a copy of these latest representations are appended to this letter.
2.

The Proposed Modifications

Our client notes that the CIL Draft Charging Schedule has now been submitted to the Secretary of
State for examination and that the Council has included some modifications. Our client has
examined these modifications to the CIL that GMBC has proposed and notes that whilst some of
these changes correct obvious errors, the modifications do not go far enough and do not address
any of our client’s residual concerns or objections to the current CIL Draft Charging Schedule.

20082/A3/CM/ds

3.

2

3 rd March 2016

Forthcoming Examination

As a result of these unresolved issues, we request that our client be involved in the Examination in
Public process so that their concerns and objections can be heard by the appointed Inspector and
can be discussed further and in more detail.
I trust that this clarifies our client’s position on the Council’s CIL Draft Charging Schedule. Please
confirm receipt of this letter at your earliest convenience and that our client’s request for
involvement in the Examination in Public has been accepted.
Should you have any queries, please do not hesitate to contact me.
Yours faithfully

CHRIS MARTIN
Senior Planner
Enc. Copy of Latest Representations

Gateshead Metropolitan Borough
Council CIL Draft Charging Schedule
Representations
Prepared on Behalf of Bellway Homes (North East)
December 2015

Gateshead Metropolitan Borough Council CIL Draft Charing Schedule
Representations
Prepared on Behalf of Bellway Homes (North East)
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Barton Willmore LLP
Rotterdam House
116 Quayside
Newcastle upon Tyne
NE1 3DY
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0191 206 4040

Email: shaun.cuggy@bartonwillmore.co.uk
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COPYRIGHT
The contents of this document must not be copied or reproduced in whole or in part without the
written consent of Barton Willmore LLP.
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Introduction

1.0

INTRODUCTION

1.1

Barton Willmore is instructed by Bellway Homes (North East) (“the Client”) to submit
representations to Gateshead Metropolitan Borough Council’s Community Infrastructure Levy
(“CIL”) Draft Charging Schedule. Together with the Charging Zones and Draft Infrastructure
List Regulation 123, will set out how the Council can secure financial contributions from
residential and commercial development across the borough in order to secure infrastructure
provision.

1.2

Consultation on this latest draft of the CIL Dr aft Charging Schedule (“CIL DCS”) runs until 7 th
December 2015.

1.3

The Council has previously consulted on its Preliminary Draft Charging Schedule in May 2015
and our Client duly submitted comments in relation to this. This latest version of the DCS has
evolved from this previous draft. The Council have previously consulted on the Planning
Obligations SPD in November, which once adopted, will run in conjunction with the CIL, and
identify S106 contributions that will also be sought in relation to affordable ho using and site
specific measures to mitigate the impact of a development. As such these representations
should be read in conjunction with those previously prepared towards the CIL and Planning
Obligations SPD.

1.4

Our Client has significant land interests in Gateshead at Ryton and is therefore a key
stakeholder in the area with a keen interest in the development of the CIL. Our Client is keen
to ensure that the CIL is realistic and justified by a robust evidence base so that housing can
be delivered to meet the growth needs of Gateshead.

1.5

These representations set out a number of issues in relation to the DCS and its evidence base
that our Client believes should be addressed in seeking to achieve a sound and robust
document in advance of submissions being made to the Planning Inspectorate for examination.
We note that the Council has responded to our concerns raised in our representations in May
2015 and where necessary we cross refer to these.

20082/A5/CILReps/SC

1

December 2015

Background and Context

2.0
2.1

BACKGROUND AND CONTEXT
As outlined above, the last consultation on CIL was undertaken in May 2015 and this
followed the adoption of the Newcastle and Gateshead Core Strategy and Urban Core Plan
(“CSUCP”) in March 2015.

2.2

Since this time the proposed residential zones have al tered slightly, although the proposed
tariffs have remained the same, which are:

2.3



Zone A = £60/sq m; and



Zone B = £30/sq m.

As in the case of the previous version of the CIL DCS, a Draft Infrastructure List is provided
(Regulation 123 list) which lists the infrastructure projects which CIL is expected to contribute
towards and those areas where contributions will continue to be sought from S.106
agreements.

2.4

As part of this round of consultation on the DCS, a number of pieces of evidence have been
updated so that the evidence base now includes:


CIL Background Paper (2015);



CIL Background Paper Appendices (October 2015);



Gateshead and Newcastle Viability and Deliverability Report (February 2014),
Annex Update (October 2015);



Infrastructure Delivery Plan Schedule (Part III) Update (October 2015);



Gateshead and Newcastle Viability and Deliverability Report (February 2014);



Planning for the Future Core Strategy and Urban Core Plan (2010 -2030);



Gateshead Draft Charging Schedule and Residential and Commercial Charging Zone
Maps (October 2015);



Gateshead Draft Infrastructure List – Regulation 123 (October 2015);



Gateshead Council Draft CIL Developer Guidance Note (October 2015);



Gateshead Draft Planning Obligations SPD (September 2015);



CIL Consultation Statement; and



CIL Statement of Representation Procedure.

2.5 Where necessary these documents will be cross referred to when setting out our comments in
relation to the DCS, along with observations made in our previous representations.
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Legislative and Policy Background
2.6

With regard to the preparation of charging schedules and supporting documentation, it is
important to have due regard to the available government guidance and law; notably, the
2008 and the Community Infrastructure Levy, England and Wales Regulations 2010 (as
amended) (“CIL Regulations”). It is also important that the preparation of CIL is in the spirit
of the National Planning Policy Framework (“NPPF”), notably that it is delivery focused and

positively prepared. Our Client’s comments are based on these publications and the
regulations.
2.7

The NPPF outlines 12 principles for both plan making and decision -taking, notably that
planning should “proactively drive and support sustainable economic growth”.
Furthermore, that plan making should “take account of market signals such as land

prices and housing affordability” and that “the Government is committed to ensuring
that the planning system does everything it can to support sustai nable economic
growth”.
2.8

Further, the NPPF refers to the “cumulative impacts” of standards and policies relating to
the economic impact of these policies and that these should not put the implementation of the
plan at serious risk. Existing policy requireme nts should therefore be considered when
assessing the impact of CIL on development viability.

2.9

The steer from Central Government is very much angled toward facilitating development,
which should have a major material bearing on the preparation of CIL and the balance applied
when considering Regulation 14(1).

2.10

The Government has also confirmed throug h the NPPG:


The need for a balance approach when setting CIL tariffs (as per Regulation 14)



The need for ‘appropriate available evidence to inform the draft Charging Schedule’
(as per Schedule 212(4) (b)) of the 2008 Act)

2.11

The NPPG states that “ the levy is expected to have a positive economic effect on

development across an area.” The Government also makes clear that it is up to Local
Authorities to decide ‘how much’ potential development they are willing to put at risk through
CIL. Clearly this judgement needs to consider the wider planning priorities and policies of the
recently adopted CSUCP.
2.12

In setting the rate of CIL, the CIL Regulations state that “an appropriate balance” needs
to be struck between “a) the desirability of funding from CIL (in whole or in part)”
against “ b) the potential effects (taken as a whole) of the imposition of CIL on the

economic viability of development”. The term ‘taken as a whole’ implies that it may be
20082/A5/CILReps/SC
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acceptable for some schemes to be rendered unviable by the level of CIL charge; however,
there is a clear requirement to ensure that most developments are able to proceed; not least
due to the NPPF requirement for a deliverable five year housing land supply (plus appropriate
buffer).
2.13

Likewise, the purpose of CIL must be to positively fund the infrastructure required to enable
growth. This is clearly outlined in the Regulations which state “A charging authority must

apply CIL to funding infrastructure to support the development of its area” . The
Planning Act 2008 (13) defines infrastructure as:

“(a) roads and other transport facilities,
(b) flood defences,
(c) schools and other educational facilities,
(d) medical facilities,
(e) sporting and recreational facilities; and
(f) open spaces.”

2.14

There is a requirement within the CIL Regulations to provide a list of “relevant

infrastructure” to be wholly or partly funded by CIL.
2.15

One of the key tests of the examination of a Charging Schedule is that “ Evidence has been

provided that shows the proposed rate (or rates) would not threat en delivery of the
relevant Plan as a whole.” The viability assessment against the pipeline of planned housing
and other development within the CSUCP is therefore an inherent test of the examination.
2.16

Ascertaining the level of CIL is essentially a developm ent viability exercise and owing to this
it is critical that the level of CIL is based on robust and credible evidence. It is clear from the
guidance and regulations that charging Authorities wishing to introduce the levy should
propose a rate which does not put at serious risk the overall development of their area . It will
therefore be important that the rate is based on reality and the viable level of funding towards
the planned provision of infrastructure needed to deliver the CSUCP.

2.17

It is clear from the evidence presented that CIL alone will not be able to fund the all the
infrastructure that is said to be required until the end of the current Plan period. This makes
it more important to set the level of CIL based on what can be aff orded rather

than

what

may theoretically be desired, to reduce the risk of th e shortfall being even greater.
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3.0

GENERAL COMMENTS

3.1

In the case of Gateshead there is a clear need to deliver significant amounts of new housing
(11,000 gross) to support the growth of the borough over the next 15 years. This is clearly
outlined in the recently adopted CSUCP. The Council as charging authority therefore need to
ensure when setting CIL tariffs that above all, the underlying viability of residentia l
allocations (specifically those strategic allocations which will deliver a significant proportion
of the borough’s future housing growth) is not fettered to a degree that would delay or
prevent these sites coming forward.

3.2

As highlighted above, the NPPF refers to the “cumulative impacts” of standards and
policies relating to the economic impact of these policies and that these should not put the
implementation of the plan at serious risk. Existing policy requirements should therefore be
considered when assessing the impact of CIL on development viability. Policy GV6 of the
CSUCP places a number of requirements on development at Ryton which will generate a
significant financial cost, including:

3.3



Landscape and ecological mitigation;



Open space, sport and recreational facilities;



Highways and footpath works;



Education provision;



Flood risk management; and



15% affordable homes.

It is unclear from the current iteration of Gateshead’s CIL PDCS whether the policies of the
Core Strategy as a whole have been taken into account on the costs of certain policies have
been factored into the viability assessment.

3.4

Our Client does not have an ‘in principle’ objection to the adoption of CIL in Gateshead and
believes that if set out clearly and fairly then it will provide ce rtainty to developers bringing
forward large strategic housing sites within the borough. However in this case it is considered
by our Client that key elements of the CIL DCS are opaque and will result in areas of the
borough becoming unviable for housing development. In particular issues are raised in relation
to:


Overall tariff and the inputs that feed into the assumptions which underpin it;



Classification and location of the residential charging zones; and



The combination of S.106 and CIL to contribute towards infrastructure.

20082/A5/CILReps/SC
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3.5

Taking into account the above points it is our Client’s view that the current CIL tariff for Zone
A at £60/sq m is too high and that the evidence used to inform this tariff is unreliable,
incomplete and inflexible. We also believe that the current combination of S.106 and CIL to
contribute towards infrastructure, specifically on the larger Village Growth Areas, is at best
unclear and potentially could result in ‘double dipping’ for certain pieces of infrastructure.

3.6

Consequently our Client’s view is that to continue in such a way with CIL will stifle many of
these sites coming forward which in turn will frustrate house building in Gateshead and put at
risk the strategy for the delivery of the growth in the CSUCP.

3.7

Against this background and given that once CIL is in place, only limited changes and reviews
can be made without a fresh formal examination, it is imperative that the Council get the
tariffs and charging zones set at the correct rate and locations so as to find the balance
between infrastructure provision and viability. At the moment and on the basis of the current
evidence presented, our Client is unconvinced this balance has been appropriately achieved.
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4.0
4.1

DETAILED COMMENTS
Our Client’s land interests at Ryton lie within Zone A and are therefore liable to a levy of
£60/sq m, whereas residential development in Zone B would be subject to a lower levy of
£30/sqm. As outlined in the section above, our Client has a number of concerns with the
current approach outlined in the CIL DCS and we provide comment on these in more detail
below.
Inputs into the Tariff

4.2

Our previous representations highlighted a number of concerns in relation to key inputs which
have informed the tariff. We revisit these below:
House Type and Mix

4.3

Our previous representations highlighted our concerns that the suggested scheme mix within
the Viability and Deliverability Report Annex (April 2015) did not reflect the current market
conditions as the amount of 2 bed properties stated in the ‘Scheme Types’ w as too great.
The consequence of this is to distort values on the site and not reflect the likely form of
development that will be delivered on the larger strategic sites. In particular, CSUCP policies
require that 75% of dwellings delivered are family Homes (3+ bedrooms).

4.4

The updated Viability and Deliverability Report Annex Update (October 2015) does not alter
this approach. In their response to our previous representati ons, the Council outline that
sensitivity analysis has been undertaken between 2 and 3 bedroom properties which results
in a higher revenue/headroom and therefore residual land value. T he current mix proposed
represents the most cautious approach, whilst it is acknowledged that market conditions and
preferences are likely to change in the period to 2030 . Our Client has not seen this sensitivity
analysis and would reiterate their approach that when setting the CIL tariff, the housing mix
needs to reflect what is realistically going to be developed over the plan period and not just
in the short term, as a result of changing ma rket preferences and conditions over the plan
period.

4.5

As it currently stands, the current scheme types outlined in the evidence base do not do this.
Our Client maintains that a figure of around 10% (inclusive of affordable housing units) for
Scheme Type D would be more reflective of current market conditions and what volume
house builders are currently

developing to meet demand.

Site Coverage and Unit Size
4.6

It is noted that the residential unit sizes have not been amended within the Annex Update,
with the exception of 4 bedroom properties GIA increasing by 1sq m. Whilst the Council’s

20082/A5/CILReps/SC
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comments acknowledge the concerns raised and the range of properties available between
housebuilders, they conclude that the sizes are appropriate for an area-wide basis. The
Council also acknowledge in their comments that there is a direct link between GIA and sales
values with any differential resulting in higher/lower sales values and a c orresponding
higher/lower build cost. These variations between detached and semi -detached properties
can occur between all developers and are not just applicable to one housebuilder. Whilst our
Client appreciates the Council needs to address an area wide i ssue, given the importance of
CIL in the delivery of housing across the borough, they feel that house sizes should be based
upon more than just the number of bedrooms, but also the type of housing available
(detached and semi-detached etc.) in order to be robust and accurate. As such, greater
sensitivity is needed to distinguish between house types as the value per square foot for
larger detached properties tends to reduce relative to build costs which remain constant and
therefore a lower residual value, w hich in turn would give less headroom for CIL.
4.7

It is important therefore, that these assumptions in terms of housing mix, site coverage and
unit size accurately reflect current market conditions and are representative of all
housebuilder preferences.
Development and Marketing Costs

4.8

We note there is no change in the assumptions for development and marketing costs within
the latest Viability and Deliverability Report (and its associated Annex). As a result of this
we would reiterate our previous comments that marking costs (assumed to be 3.5%) are too
low and we would advocate a figure of 6% which is consistent with HCA’s EVA Toolkit.

4.9

We note the Council’s response on this matter , to comments made by other developers, in
relation to economies of scale on larger sites, however in practice this rarely transpires and
certainly not to the point where marketing costs would be almost half of the actual costs
(3.5% as opposed to 6%).
Abnormal Development Costs, Overheads and Profit

4.10

Our previous representations sought clarification on where the abnormal costs and overheads
were taken from i.e. GDV or residual value. Whilst these comments have not been responded
to directly, the Council have stated in response to other comments that they have taken into
account key policies within the CSUCP. However, they are not able to confirm whether it also
covers other Climate Change measures outlined in Policy CS16 and SUDs requirements found
in Policy CS17. If these policies have not been taken into account, then appropriate
adjustments to the cost assumptions need to be made.

4.11

As outlined previously, many areas in CIL Zone A are affected by past mining activities; be
they shallow, opencast or deep mining (through mine shafts). Each of these require specific
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technical solutions and as such the Council need to ensure that the allowance for abnormal
costs in Zone A areas is sufficient to address this. Given the mining legacy and topography
in the Ryton area abnormal costs for sites could be in excess of £250k per acre and our Client
is concerned that the appraisal does not make sufficient allowance for such costs. Therefore,
clarification is sought on whether this has been taken into account when looking at abnormal
costs.
4.12

In relation to Developer Profit, whilst our Client welcomes the retention of the 20% profit
margin on GDV and notes that this has not been amended since the last round of consultation,
this should be treat as a minimum figure and not as a maximum , given the profit range
identified by the Council (17% - 28% on GDV as established in the Shinfield decision in
2013). Ultimately the level of developer profit required is determined by the market and
developers are free to develop elsewhere should they feel the level of developer profit offered
in an area is constricted due to inflated CIL tariffs. As such and in accordance with t he
Shinfield decision (ref: APP/X0360/A/12/2179141) , our client considers that 25% profit
should be allowed for to be robust.
Commentary on Land Values

4.13

In a similar manner to the key inputs that i nform viability considerations, the method for
calculating land values has also been examined by our Client. This includes general comments
and site specific comments.
Assessment of GDV (Residential)

4.14

Figure 7 ‘Residential Values’ found in the Annex Update (April 2015) sets average rates at
£/sq m for the five zones (high-low).

4.15

The values generally applied to the high -mid category appear to be too high. The values
stipulated, far from being an average figure actually exceed the maximum revenue that our
Client anticipates for these property types in this location at this point in time. Even factoring
a moderate % rise in house prices the values used are at the upper end of what should be
assumed and risk over-inflating the GDV assumption. The table below sets out our Client’s
opinion on what percentage reductions from the assumed values would be appropriate, based
upon their actual anticipated sales values for the site:
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Table 4.1 – Residential Values
House Type

Average Value (High-Mid)

Average Value (High-Mid) –

– Annex Update Aril 2015

Client

proposed

reduction

(as a percentage)

4.16

2 Bedroom House

£147,000

7%

3 Bedroom House

£176,400

9%

4 Bedroom House

£254,100

9%

These figures set out above are the same as what was recommended at the last round of
consultation and the Council’s response to these comments states that ‘advice from DTZ and
the Council’s own analysis suggests that the assumptions are broadly correct’. However, this
advice from DTZ has not been provided to support the Council’s assertion that these figures
are ‘broadly accurate’.

4.17

Our Client acknowledges other developer comments in relation to establishing affordable
housing revenues, particular the reference to 58.75% (of market value) as a merged rate.
However, our Client suggests that this needs to be reviewed down further in light of recent
government announcements in relation to social rent and affordable housing. As such we
would recommend that these figures are comprehensively reviewed and revised down a
further 20% to around 40% of market value.
General Comments

4.18

A key component of setting the CIL rate is consideration of threshold values within
Gateshead. The latest position outlined in the Viability and Deliverability Report Annex
Update (October 2015) is found in the table below and is unchanged from the previous
consultation draft:
Table 4.2 – Benchmark Values
Benchmark Value – Residual (Net)

Urban/Suburban

Zone 1

Zone 2

Zone 3

Zone 4

Zone 5

High

High-Mid

Mid

Low-Mid

Low

£2,100,000

£1,600,00

£1,000,000

£600,000

£200,000

£530,000

£480,000

£420,000

£380,000

£360,000

£/ha
Strategic Sites
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Detailed Comments
4.19

In the Annex Update (October 2015) a benchmark figure of £480,000/ha has been applied
to Gateshead, which equates to 40% of the ‘Newcastle figure’ of 1.188m/ha. Having
responded to our Client’s earlier comments the Council believe that by “aligning more wi th
the higher Newcastle rate this applies a worst case scenario to each appraisal, a greater
buffer and another contingency in the appraisal ensuring landowners get a competitive return
and sites come forward”.

4.20

The Council also seek to compare benchmark v alues in both County Durham and examine
Stockton Borough Council’s approach, although again little justification is given as to why
this approach would be deemed appropriate and what judgements have been made within
this compare and contrast exercise, beyond these documents being publically available. It is
clear that the form and function of the housing market in County Durham and Stockton is
likely to be somewhat different to Gateshead and so it is questionable as to the relevance of
this information.

4.21

In examining the current figures presented by the Council, our Client continues to believe
there is a lack of transparency in the approach to setting benchmark land values and concerns
remain that currently these benchmark values are set too low by not repre senting a fair
return to landowners and with little in the way of justification. This is particularly the case
in the ‘High’, ‘High-Mid’ and ‘Mid’ value areas. This has the effect of artificially boosting the
CIL rate within Zone A and would indicate that the current CIL rate in Zone A is too high.

4.22

Whilst calculations have not been undertaken on the likely required contributions of our
Client’s land interests in the borough. Utilising CIL, it is likely that the total contributions,
once affordable housing contribution and other contributions have been factored in would be
greater. It is clear that with the adoption of CIL, our client’s land interests will be required
to contribute more financially towards infrastructure; putting the viability of the scheme at
risk.
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Site Specific Comments

5.0
5.1

SITE SPECIFIC COMMENTS
The residential values profile map for Gateshead has been altered from the previous round of
consultation undertaken in May 2015, although these changes have not affected our Client’s
land interests at Ryton, which remains in Zone A .

5.2

However, the map still fails to recognise the existence of a considerably weaker localised
housing market areas in certain locations of the borough. The map and the approach taken
appears to over simplify the complexities of the borough and our Client retains the view that
consideration should be given to incorporating a new ‘Zone C’ for strategic sites that are
adjacent to high/mid value areas but that require significant infrastructure or abnormal costs
associated with them. There is substantial evidence available submitted as part of the CSUCP
which can identify such areas across Gateshead, where such a zone could be appropriate to
ensure site viability is secured in those areas of Gateshead where abnormal development costs
are greater.

5.3

Greater still consideration should be gi ven to the removal of some of these areas from the
charging zones altogether, as has been done for land at Dunston Hill. This will ensure site
viability is secured in parts of the borough where revenues are suppressed.
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Conclusions

6.0

CONCLUSIONS

6.1

As a result of our observations set out above our Client disputes a number of key inputs with
feed into the viability assumptions underpinning the current CIL tariff s including revenues (set
too high), abnormal costs (potentially insufficient allowance) and mix assumptions (with a
predominance of smaller units which over -inflates the GDV). Coupled with concerns expressed
on how benchmark land values are calculated, it is our Client’s considered view that the current
Zone A CIL tariff of £60/sq m is too high and at this rate could put into doubt the viability of
many of the residential sites across Gateshead.

6.2

It is therefore imperative that in light of our Client’s observations that the general Zone A
tariff is re-examined and lowered to an appropriate level that will not unduly impinge on the
viability of our Client’s land interest in the borough.

6.3

On a site specific basis, consideration should be given to the inclusion of a Zone C, with an
appropriate lower charging rate, to account for suppressed land values and higher abnormal
costs attributed to many of the SLR sites across the borough.
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