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The Purpose of this Paper 
 
 
This document is a joint consultation paper on the separate proposed draft charging 
schedules for Gateshead and for Newcastle CIL, published under regulation 16 of the 
Community Infrastructure Regulations 2010 (as amended 2014). It seeks to: 
 
 Explain the reasoning behind CIL rates in the proposed charging schedules, 

called the  “Draft Charging Schedule”(DCS); 
 

 Explain general principles of CIL; 
 

 Summarise the methodology, assumptions made and the evidence base used 
in producing the CIL rates. 

 
The Councils will consider responses before Submission for examination. Once it has 
been consulted on, and examined through independent examination as required by the 
Community Infrastructure Levy Regulations 2010 (as amended), the Charging 
Schedules will be adopted for charging. 
 
This DCS consultation builds on previous PDCS evidence and the engagement on 
viability and CIL already undertaken. See the evidence library for the chronology of 
documents prepared for consultation. 
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1. Introduction
 

 
1.1 What is CIL? 
 
The Community Infrastructure Levy (CIL) allows local authorities to raise funds from 
developers to pay for the infrastructure that is needed as a result of development. 
 
CIL takes the form of a charge per m2 of additional developed floorspace. The level of 
the tariff is set by the local authority based on the needs identified through infrastructure 
planning, but also tested to ensure that it will not affect the viability of development 
across the City. The local levy rates are set out in a CIL Charging Schedule. Payments 
will be collected into a fund to pay for infrastructure. CIL is not intended to pay for all 
infrastructure – it is merely intended to fill the funding gaps that remain once other 
sources of funding have been explored. 
 
1.2 Who will pay CIL? 
 
Your development would be liable to pay CIL if: 

 
 It is a development containing at least 100 square metres of new build;  

   
 It is a development of less than 100 square metres of new build that results in the 

creation of a new dwelling; or 
 
 It is the conversion of a building that is not in lawful use*, which results in new 

dwellings. 
 

* The definition of lawful use is contained in Regulation 40 (10) of the Community 
Infrastructure Levy Regulations 2010, which states that: 
 
‘For the purposes of this regulation a building is in use if a part of that building has been 
in use for a continuous period of at least 6 months within the period of 3 years ending 
on the day planning permission first permits the chargeable development.’ 

 
Your development would not be liable to pay CIL if: 
 
 It consists of a development containing less than 100 square metres of new build, 

provided that it does not result in the creation of a new dwelling;  

 It consists of the conversion of a building that is in lawful use*(definition as above);  

 It consists of a building that is not in lawful use provided that it does not result in new 
dwellings (i.e. any form of residential or student accommodation); 

 It will be used for charitable purposes; 

 It is a development of buildings into which people do not normally go, or into which 
they only go intermittently for the purposes of inspecting or maintaining fixed plant or 
machinery (for example wind turbines, electricity sub stations etc); 
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 It is a development that brings vacant buildings back into their previous use (for 
example if a vacant office building was brought back into use as an office and 
extended by more than 100 square metres only the extension would be liable for 
CIL); or 

 It consists of a mezzanine floors of less than 200 square metres inserted into an 
existing building, unless they form part of a wider development (e.g. external 
alterations, changes of use etc.). 

Affordable housing development will be exempt from the charge in accordance with the 
social housing relief regulations, and will continue to be a planning obligation 
requirement on liable development after CIL is operational. Other types of specific 
exemptions are referred to in section 5.5 below and can be read in the national 
Planning Practice Guidance (PPG) Paragraph: 004Reference ID: 25-004-20140612. 
http://planningguidance.planningportal.gov.uk/blog/guidance/community-infrastructure-
levy/cil-introduction/ 
 
1.3 What can CIL be used for? 
 
CIL will pay for infrastructure to support development growth. Infrastructure could be 
physical, such as, roads; it could be green, such as parks and open spaces or it could 
be social, such as schools. It can be used to pay for strategic infrastructure serving a 
wide area, such as bus corridor improvements. It cannot be used to simply rectify 
existing deficiencies in infrastructure, but to mitigate against new or further deficiencies 
as a result of new development. 
 
1.4 Why do we need CIL? 
  
Newcastle and Gateshead Councils have a clear vision and objectives about what will 
be achieved over the next twenty years:  
 
By 2030 Gateshead and Newcastle will be prosperous and sustainable cities that are 
unique and distinctive places - where people choose to live, work and visit because 
everyone can realise their full potential and enjoy a high quality lifestyle.  
 
The Joint Gateshead and Newcastle Core Strategy and Urban Core Plan: Planning for 
the Future (the Plan) is central to delivering this vision to being prosperous and 
sustainable. It sets out an ambitious agenda for achieving economic prosperity, 
delivering healthy sustainable communities, ensuring well connected locations and 
tackling climate change – meaning thousands of new inhabitants, homes and jobs. The 
majority of the objectives are relevant for infrastructure delivery: 
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Joint Gateshead and Newcastle Core Strategy and Urban Core Plan- Objectives 
 
 S01 Encourage population growth in order to underpin sustainable economic growth. 

 S02 To increase our economic performance, resilience, levels of entrepreneurship,  
skills and business formation by promoting Gateshead and Newcastle as the strong 
regional economic focus and by ensuring the supply of suitable, flexible and diverse 
business accommodation. 

 S03 To increase our competitiveness by improving and expanding the role of the 
Urban Core as the regional destination for business, shopping, education, leisure, 
tourism and as a place to live. 

 S04 To strengthen Newcastle’s position as the regional retail centre. To ensure the 
provision of quality District and Local centres with a diverse range of shops and 
services that are accessible to meet the needs of all local communities. 

 S05 Expand leisure, culture and tourism providing for all age groups and diversifying 
the evening economy. 

 S06 Ensure that our residential offer provides a choice of quality accommodation in 
sustainable locations to meet people’s current and future needs and aspirations; 
improving opportunities to live in the Urban Core; and providing a broader range of 
accommodation including in new neighbourhoods. 

 S07 Manage and develop our transport system to support growth and provide 
sustainable access for all to housing, jobs, services and shops. 

 S08 Improve sustainable access to, within and around the Urban Core by promoting 
fast and direct public transport links to the heart of the Urban Core, increasing 
walking and cycling and minimising through traffic. 

 S09 Ensure the development and use of land protects, sustains and enhances the 
quality of the natural, built and historic environment, making the Urban Core a high 
quality exemplar for Gateshead and Newcastle, and ensuring our communities are 
attractive, safe and sustainable 

 S010 Provide the opportunity for a high quality of life for everyone and enhance the 
wellbeing of people to reduce all inequalities. 

 S011 To reduce CO2 emission from development and future growth while adapting 
to the issues, mitigating adverse impacts and taking advantage of the opportunities 
presented by climate change. 

 S012 Improve the function, usability and provision of our green infrastructure and 
public spaces by providing a network of green spaces and features which are 
connected and accessible for all. 

 
The Councils are determined to achieve their objectives, to achieve ambitious yet 
deliverable growth and to understand the crucial role that new development (and 
developers) will play in getting there. Without the timely delivery of required 
infrastructure to support development the Core Strategy ambitions cannot be delivered. 
CIL is one of a number of fundamental funding streams that will help to pay for such 
infrastructure. There is a difficult balance to be struck as the provision of infrastructure 
funded by CIL will be an essential element to supporting the provision of quality 
housing, sustainable neighbourhoods and attractive accommodation for business. 
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Since the economic downturn in 2008, achieving development growth has been 
considerably more challenging. Thus, a cautious approach to setting CIL has been 
taken, particularly for employment generating and regeneration uses as the authorities 
are unwilling to put the development of the area at serious risk. 
 
1.5 Why should development pay for strategic infrastructure? 
 
CIL rates provide a clarity and certainty of costs to developers for funding wider 
infrastructure required some distance from development sites. Most development has 
some impact on the need for infrastructure and amenities, or benefits from them. So it is 
considered fair that such development pays a share of the cost. By paying a 
contribution, developers will help fund the infrastructure that is needed to make 
development acceptable and sustainable. CIL will be equitable as it shares the costs 
across developments that can withstand a charge. 
 
Delivering the Joint Core Strategy and Urban core Plan Vision 
 
Gateshead and Newcastle vision needs a clear focus on delivery and CIL plays a 
crucial part to ensure that essential infrastructure is delivered alongside planned growth, 
if we are to deliver sustainable growth and communities. Legal restrictions on the use of 
planning obligations (s.106 agreements) means that CIL will now be required to address 
the funding of off site infrastructure where a number of developments will need to 
contribute towards new infrastructure or improvements.  
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2.  National Guidance and Legal Matters  
 

 
The CIL Regulations state that a charging authority:  
 
a) Must strike an appropriate balance between the desirability of funding infrastructure 

from the levy and the potential impact upon the economic viability of development 
across their areas; and 

b) Should set a rate which does not threaten the ability to develop viably the sites and 
scale of development identified in the relevant Local Plan; 

c) Should draw upon the infrastructure planning evidence that underpins the 
development strategy for their area.  

 
And just as important, the rate must be justified, as the Planning Act 2008 (amended by 
the Localism Act 2011) states that a charging authority must have ‘used the appropriate 
available evidence to inform the draft charging schedule’. And in addition, there are 
local requirements to be considered, such as affordable housing; the current state of the 
housing market and local demand issues; and ensuring we remain competitive with 
neighbouring authorities in housing market areas. 
 
The regulations require the charging authority to provide two key pieces of evidence:  
 
1) An identification of infrastructure required to support development (see section 4); 

and 
2) An assessment of viability (see Section 5). 
 
CIL guidance contained in the national Planning Practice Guidance (PPG) on line tool 
goes on to indicate that charging authorities should ‘explain how their proposed levy 
rate or rates will contribute towards the implementation of the relevant Plan, and 
support development across their area. Charging authorities should summarise their 
economic evidence and the potential effects of the proposed levy or rates on the 
economic viability of development across the authority area.  
 
The CIL Regulations require assessments of economic viability in setting CIL rates. 
Regulation 13 allows for the following variations in CIL rates: 
 
 Different geographical zones; 

 Different uses of development; and/or 

 Different scales of development. 
 
The National Planning Policy Framework (NPPF)(March 2012) requires that where 
practical, CIL charges should be worked up and tested alongside the Local Plan, it 
should incentivise new development and place control over a meaningful proportion of 
the funds raised with the neighbourhoods where development takes place (para 175).  
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The national Planning Practice Guidance (PPG) indicates that the Government supports 
charging authorities working together when preparing charging schedules as a means 
to share knowledge and costs and to support strategic thinking in the use of the levy, 
linking the use of the levy to activities such as growth planning. 
 
It also advises15% of the CIL charge is to be spent on priorities in consultation with the 
local community in areas where development is taking place. This can rise to a 
maximum of 25% where communities draw up a neighbourhood plan or neighbourhood 
development order and secure the consent of local people in a referendum. 
 
On 8 July 2015 the Government Budget (Summer Budget Statement) made the 
following pledges of relevance to the progress of CIL rate setting: 
 
 Proposals for planning for starter homes- note the detail of the proposals has yet to 

be published; 

 Changes to national environmental standards for housing have been clarified (see 
build cost assumptions in section 3. Of the Viability Annex); 

 
 Affordable rents assumed for registered providers have been adjusted. Prior to the 

budget Affordable Rents were set at up to 80% o f open market rent and then 
generally increased by 1% over inflation (CPI) each year and Social Rents were set 
through a f ormula, again with an up to 1% over inflation uplift.  These provisions 
were to prevail, under arrangements announced in 2013 until 2023, and have 
formed the basis of many housing associations’ and other providers’ business 
plans.  The result was that housing associations knew their rents would go up, and 
those people and organisations who invest in such properties (directly or indirectly) 
knew that the rents were going up year on year.  This made them attractive as each 
year the rent would always be a little larger relative to inflation. 

 
In the Budget it was anno unced that social and affordable rents would be reduced 
by 1% per year fo r 4 years – although we understand (at the date of this u pdate 
there remains some uncertainty) that the mechanism for setting new rents on new 
lets will not change.  The objective of these changes was to reduce the cost to the 
exchequer of the housing elements (such as Local Housing Allowance, Housing 
Benefit and the housing elements of Universal Credit) of the social security budget. 

 
In addition the thresholds for seeking planning obligations have been removed from 
NPPG subsequent to a High Court ruling. 
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3. Review of Previous Consultation 
 

 
The principle of early and meaningful engagement with local organisations and 
business is essential to plan making, as stipulated in NPPF (para. 155) and is at the 
heart of the work progressed by the Councils. The Harman report is clear that the local 
plan viability assessment process will benefit from an approach that seeks to bring 
people together to discuss the key issues at an early stage of preparing the Local Plan, 
well before the formal examination in public. This would be a collaborative working 
practice, getting people round the table to discuss and share information. 
 
This began in the context of the joint work and extensive consultation undertaken for the 
Core Strategy and Urban Core Plan for Gateshead and Newcastle-upon-Tyne. The 
independent examination of the Plan and its supporting evidence, including on 
infrastructure and viability, culminated in the Plan being found sound, which was then 
adopted in March 2015. For the purposes of CIL this provides a strong basis with which 
to proceed subject to, where necessary, updated evidence on infrastructure and 
viability.  
  
The Viability and Deliverability Report (February 2014) includes previous consultation 
statements and responses on CIL and viability matters, this includes the following key 
stages: 
 
1) Preliminary Draft Charging Schedule consultation, May-October 2012; 
2) Viability Assumptions consultation, April- June 2013; 
3) Viability and Deliverability Report as supporting evidence to Joint Gateshead and 

Newcastle Core Strategy and Urban Core Plan: Planning for the Future (submission 
Draft September 2013). 

 
In April 2015 the authorities consulted on a further PDCS. Re- consultation was 
considered to be good practice given the lapse in time and the changes to relevant 
legislation. Previous viability and infrastructure consultation responses received on the 
above documents have helped to shape this current consultation evidence and the 
DCSs. The Consultation statements address the consultation undertaken during the 
early engagement stages and the PDCSs (2015). 
 
The CIL Consultation Statement (October 2015) includes a summary of the 
representations received during the PDCS (April 2015) consultation. Newcastle 
consulted 7,731 consultees and received 19 representations. Gateshead 20 were 
received. The main issues received related to the following matters: 
 
1. There was a concern raised by a number of developers regarding a lack of clarity of 

the expected s106 infrastructure costs for mitigating the impact from the allocation 
growth sites and also which types of infrastructure are proposed to be CIL funded; 

2. Developers largely welcomed the proposed reduction in CIL rate for the Zone A 
residential charging zone, although there was concern in relation to whether the 
rates proposed met the CIL tests for specific sites; 

3. A number of infrastructure providers responded regarding the proposed approach to 
delivery for specific infrastructure types or projects; 
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4. There were a number of specific comments on the development assumptions used 
to underpin the economic viability testing; 

5. The Callerton Consortium and Taylor Wimpey sought a change in the CIL charging 
Zone A boundary to remove Callerton/Upper Callerton based on reduced values in 
the nearby area at Newbiggin Hall; 

6. An objection was received from the Newcastle Great Park Consortium to the 
inclusion of the existing Newcastle Great Park masterplan area in CIL residential 
charging Zone A; 

7. Taylor Wimpey sought a change in the CIL charging Zone A to remove the 
Kibblesworth housing site based on the reduced values within the village; 

8. There was a request for further guidance on implementation and greater flexibility on 
the instalments policy for larger sites. 
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4. Appropriate and Available Evidence 
 

 
4.1  Evidence Bases 
 
We have sought to rely on the following key sources of evidence alongside the 
supporting evidence for the Gateshead and Newcastle Core Strategy and Urban Core 
Plan: 
 
1. Newcastle City Council and Gateshead Council S106 data ( see section 4.6); 
2. Newcastle City Council and Gateshead Council Annual Monitoring Returns (AMRs) 

 
http://www.newcastle.gov.uk/planning-and-buildings/planning-policy/annual-
monitoring-report 
 

3. Supporting evidence to the Joint Gateshead and Newcastle Core Strategy and 
Urban Core Plan: Planning for the Future , including:  

Gateshead and Newcastle Viability and Deliverability Report (February 2014); 
Annex Update (April 2015) to Viability and Deliverability Report (February 2014); 
Gateshead and Newcastle Viability Assessment (May 2012);  
Gateshead and Newcastle Infrastructure Delivery Plan and Schedule (February 
2014) and Updates (April 2015); 
Gateshead Employment Land Reviews (2012); 
Newcastle Employment Land Reviews (2014);  
Strategic Housing Land Availability Assessments (2013);  
Newcastle Gateshead Comparison Retail Study (2012); 
Newcastle and Gateshead Leisure Study (April 2010); 
Newcastle City Council Education: Impact on Local Schools and Mitigation 
(2013); 
Newcastle Gateshead LDF transport Modelling Assessment (2012).  

 
4. Inspector’s Report on the Examination in Public into ‘Planning for the Future’: 

Core Strategy and Urban Core Plan for Gateshead and Newcastle upon Tyne 2010-
2030 (24 February 2015). 
 

5. Newcastle Northern Land Release Development Assessment (October 2015).  
 
Newcastle and Gateshead Councils’ CIL evidence documents are available on the links 
below: 
http://www.newcastle.gov.uk/planning-and-buildings/planning-policy/community-
infrastructure-levy 
 
http://www.gateshead.gov.uk/Building%20and%20Development/Community-
Infrastructure-Levy.aspx 
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Newcastle upon Tyne Development Plan Policies are included in the evidence library 
and the Unitary Development Plan (1998) can be located on the link below: 
 
http://www.newcastle.gov.uk/planning-and-buildings/planning-policy/unitary-
development-plan-udp-1998 
 
4.2  Development and Growth  

 
The Joint Gateshead and Newcastle Core Strategy and Urban Core Plan: Planning for 
the Future (the Plan) objectives are underpinned by economic growth and prosperity.  
We are projecting an increase of 14,000 jobs in Newcastle over the plan period and 
8,000 in Gateshead.  In order to achieve this in the most sustainable way we are 
planning to at least maintain our working age population.  This will require substantial 
house building over the plan period particularly if we are to redress the in balance in our 
housing offer and provide the range and type of properties that our working age 
population will aspire to. The Plan incorporates plans for 30,000 new homes to 2030 in 
Gateshead and Newcastle. In Newcastle 19,000 new homes are planned with 6,000 
new homes in identified development sites to the north and west of the city through 
identified neighbourhood and village growth areas, whilst in Gateshead 11,000 new 
homes are planned for in neighbourhood and village growth areas, at Metrogreen Area 
of Change and across a range of other development sites, including the Exemplar 
Neighbourhood. 
 
The Plan was the subject of examination in public in 2014 and was adopted on 
26 March 2015.  
 
The Planning Inspector’s report into the Plan examination concluded the Infrastructure 
and Developer contributions policy DEL1 and the separate Infrastructure Delivery Plan, 
“.. provide a positive and robust delivery strategy.” (Paragraph 205) 
 
At paragraph 206 the Inspector refers to the Viability and Deliverability Report (February 
2014) and states ..” most sites in these (lower viability) areas are in public ownership, 
and the Councils have a good track record of delivering investment in such locations. 
Crucially policy DEL1 establishes the correct approach: infrastructure that is necessary 
to make the development acceptable is a mandatory requirement, whilst viability can be 
taken into account when assessing other impacts and non-essential facilities and 
services.” 
 
As indicated at paragraph 18.8 of the Plan, the Plan was prepared on the basis that CIL 
charging schedules would be required and taken forward for adoption-separate CIL 
charging schedules are required to be produced by both Newcastle City and Gateshead 
Councils to support the delivery of the joint plan. Evidence indicates that there is a need 
to seek funding from developers to address the impact of growth and it is anticipated 
that the authorities will become CIL charging authorities as soon as possible. Guidance 
documents will indicate mechanisms for funding different categories of infrastructure 
(para.18.4).  
 
The rate setting process has been undertaken as an extension to the Plan evidence 
and wherever possible Plan assumptions and evidence have been used for consistency 
and compatibility. 
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Whilst, some of the evidence of infrastructure need varies between Newcastle and 
Gateshead, a joint methodology has been used and the evidence is considered 
compatible.  
 
4.3  Infrastructure Planning 
 
Infrastructure Delivery Plans (IDP) can help to identify social, physical and green 
infrastructure needs to support development. The joint IDP (February 2014) was 
prepared to support the Plan and along with the relevant delivery policies and 
recommended Plan policy modifications was found sound by the Plan Inspector 
(Inspector’s Report February 2015).  
 
The Plan Inspector concluded, “The separate Infrastructure Delivery Plan is a detailed 
and largely costed study of the main infrastructure projects required to support the 
development proposed in the CSUCP. (it)… provide(s) a positive and robust delivery 
strategy”. 
 
The IDP is a working document, it aims to: 
 
1) Help monitor the deliverability of the Plan and the supporting infrastructure; 
2) Identify any further infrastructure required to support growth in the charging 

authorities areas; and 
3) Inform the CIL charging schedule, infrastructure included on the regulation 123 list 

and the funding gap data. 
 
The IDP identifies the infrastructure improvements and provision required to support the 
Plan, differentiating between infrastructure that is critical, essential and also 
transformational that would lead to a step change in the quality of the environment or 
infrastructure.  
 
The IDP Part III Schedules have been updated where necessary as of October 2015 as 
part of the CIL evidence. In Newcastle, a further transport study has been undertaken 
and the evidence incorporated into the IDP and cost evidence. 
 
It is worth noting that the IDP is not the same as the CIL Regulation 123 list and that 
whereas the Regulation 123 list includes the infrastructure projects or categories that 
the Councils intend to fund either in whole or part by CIL, the IDP is the wider list of 
infrastructure required to support the Plan and development growth.  

 
4.4  Funding Gap  
 
The purpose of the infrastructure information is to establish that there is an aggregate 
funding gap that would justify seeking to impose the CIL. It is required to be indicative 
rather than a comprehensive list of future infrastructure needs related to development 
and is based on the Plan IDP. It is thus a selection of infrastructure schemes that are 
potentially suitable for CIL funding - this approach is consistent with the requirement to 
use ‘existing available evidence’. It is accepted in guidance that the level of certainty of 
future funding commitments reduces the further you get from the time of writing. 
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As indicated by the guidance contained in NPPG, where infrastructure has been the 
subject of a Plan examination, a CIL examination should not re-open infrastructure 
planning issues that have already been considered in putting in place a sound plan 
(para. 25-016-20140612). 
 
The Councils have reviewed and updated the infrastructure on the IDP schedule where 
necessary, verifying existing and potential funding sources, such as the Tyne and Wear 
Local Transport Plan, and can confirm there is a current funding gap. Both Councils are 
clear that there is a sufficient funding gap to justify the imposition of a CIL charge in the 
charging areas. See Appendix 2 to this background paper for the details of the funding 
gap data. 
 
4.5  Non strategic and local infrastructure 
 
Local, primarily on-site or site related, infrastructure will continue to be required as a 
part of development. S106 planning obligations, S38 and S278 Highways Act liabilities 
and conditions of planning permission are other delivery mechanisms that will continue 
to be important in ensuring development can be mitigated from adverse impact. The 
cumulative nature of development sites impacts is such that, not all policy costs will be 
sufficiently site specific to meet the tests for payments to be required through s106 and 
s278 regimes. In addition some infrastructure costs are likely to require pooling from a 
number of planning applications. Thus it will be necessary to apply CIL to the allocation 
site as well as general development. 
 
Flow charts stipulating infrastructure types / projects proposed for CIL funding 
(Regulation 123 list) alongside the non CIL infrastructure types and projects have been 
added to the CIL evidence at Appendix 5 to provide greater clarity and transparency of 
developer requirements both within the Plan allocation sites and across the authorities. 
 
The proposed infrastructure to be funded by CIL income are incorporated into draft 
regulation 123 lists and are contained in Appendix 2 to the CIL Background paper.  
Draft Supplementary Planning Documents on Planning Obligations have also been the 
subject of consultation and prepared by the Councils to complement the proposed CIL 
funded infrastructure and provide clarity and transparency of the Councils approaches 
to infrastructure delivery, scaling back the extent of the use of planning obligations to 
reflect the change in legislation and the forthcoming role of CIL. Please note, however, 
the Gateshead SPD on planning obligations is intended to be an interim SPD for the 
period until CIL is operational after which it will be reviewed and reissued in a CIL 
compliant form. These draft documents are available for further consultation-please see 
the Councils’ websites for the details of consultation.  
 
Please note that there has been limited historical use of s278 agreements as a delivery 
mechanism in both authorities and thus the monitoring funding data provided is 
focussed on receipts of s106 planning obligation funding. 
 
4.6  The CIL Regulation 123 Lists 
 
Both authorities have developed draft regulation 123 lists that set out the proposed 
infrastructure projects and types that the authorities intend to pay for, in whole or part, 
with CIL funds. The draft lists are included in the Background Paper appendices 
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(Appendix 3) and for ease of reference stipulate relevant cross references to the Plan 
policies and infrastructure from the joint IDP.  
 
In some instances the infrastructure on the draft list will help meet the need of identified 
authority wide growth as indicated in the Plan evidence but for which is intended to be 
addressed directly in subsequent land allocations and development management Local 
Development Documents. For example, in Newcastle, the need to plan proactively for 
expansion of primary education provision within the urban area to meet demographic 
change is identified in the Education Impact, Mitigation and Local Schools: Newcastle 
Local Plan (SD 221) and thus inclusion in the draft list now will help provide clarity and 
transparency for future growth. 
 
The proposed regulation 123 list infrastructure will play a crucial role in unlocking sites 
for development and in planning for sustainable communities. In Newcastle radial 
routes into the city, such as West Road bus corridor will help link strategic release sites 
with jobs and facilities in the urban core. Secondary school age provision will be 
improved to meet the needs of proposed development. In the urban core transport 
schemes such as the urban core distributor road and the bus loop in Newcastle city 
centre will also improve access to the central area and the environment within it. 

Some adjustments have been made to the Newcastle Draft Regulation 123 list in 
response to PDCS (April 2015) consultation, including:  

 Clarification of the stated infrastructure projects and categories including  stipulating 
the policy references and any exclusions;  

 Addition of a strategic green infrastructure category to help fund projects where 
there are geographic gaps in the green infrastructure network; 

 Removal of playing pitches from CIL funding, to ensure we can meet Sport England 
requirements for replacing the loss of playing pitches, addressing local deficiencies 
as development opportunities arise; and 

 Exclusion of land required for secondary school site to be delivered through a 
planning obligation. 

 
The Gateshead 123 list identifies broad infrastructure categories which will facilitate the 
economic and population growth set out in the Plan, in addition to improving health and 
wellbeing and the sustainability of our neighbourhoods and villages. Thus, priorities 
include strategic transport infrastructure (including investment on key public transport 
corridors and parts of the cycle network); provision of new primary school places to 
support growth within school planning areas; and strategic water, flood and green 
infrastructure to support regeneration and change at Metrogreen, for example. 
 
4.7  Historical S106 Income Data 
 
A recent history of planning obligations entered into and funded since 2010 within a 
more stable market, provides a valuable source of information regarding viability and 
deliverability of development in the City. 
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Review of planning consents with signed s106 agreements indicate a recent average of 
over £2,000 of developer contributions were committed by developers per dwelling in 
Newcastle and just under £2,000 in Gateshead. There is some variation however, and it 
is worth noting a recent commitment to £14,000 per dwelling was secured for 
infrastructure for residential development in 2013 on a former greenfield site at 
Newcastle Great Park.  
 
For purpose built student shared accommodation, an average of over £400 per bed 
space has been realised and other commercial uses have committed to an average of 
over £30 per square metre in Newcastle. Gateshead commercial schemes indicate an 
average of £17 per square metre. 
 
See Appendix 4 to this CIL Background paper for the details of historic s106 data. 
Please note that the historical funding identified was required under a previous 
legislation before the CIL regulation 123 (3) changes took affect after 6 April 2015, and 
before proposed CIL compliant changes to planning obligations have taken effect. 
However, they do give a good indication on what has been afforded by developers in 
the past. 
 
4.8  Affordable Housing Targets 
 
The Plan sets out a requirement for 15% affordable housing on all sites of 15 or more 
dwellings (policy CS11). Prior to the adoption of the Plan, the Unitary Development Plan 
in Newcastle included a requirement for affordable housing without a specified target, 
(UDP, Policy H1.3), whilst the saved Gateshead UDP (Policy H7) (to be superseded by 
the Core Strategy and Urban Core Plan) did include a target requirement for affordable 
housing subject to evidence of need.  
 
Affordable housing provision and contributions have been successfully secured through 
the planning and other mechanisms in both authorities, in compliance with national 
policy and guidance. 
 
Table 1 below is an indication of the levels of affordable housing achieved since 2008/9. 
 
Table 1 Affordable Housing Completions 2008/9- 2014/15 
 2008/9 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15

 GATESHEAD  
Affordable 
completions 73 104 37 131 75 169 187 
Gross 
completions 358 318 311 324 485 536 684 
Affordable as a % 
of total 
completions 

20% 33% 12% 4 0% 15% 32% 27% 

 NEWCASTLE  
Affordable 
completions 70 141 190 144 123 122 289 
Gross 
completions 563 411 496 456 462 585 810 
Affordable as a % 12% 34% 38% 3 2% 27% 21% 36% 
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of total 
completions 
 
It is worth noting the current affordable housing target in the Plan (Policy CS 11) is 15% 
on all development of 15 or more dwellings. Both authorities have met or exceeded 
this target in the majority of recent years as measured by affordable units as a % of 
completions, as indicated in Table 1 above. Recent changes to the national affordable 
housing thresholds do not apply to Newcastle and Gateshead given that the local 
thresholds are at a higher level 
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5. Viability Assessments 
 

 
5.1 Methodology  
 
A joint Newcastle Gateshead Viability Assessment  (Annex Update (October 2015) to 
Viability and Deliverability Report) was undertaken by suitably qualified experienced 
Council ‘in house’ chartered surveyors, actively involved in transactions and bringing 
sites to the market. As such the surveyor team have particular insight across residential 
and commercial sectors, as well as hold significant data and local knowledge of the 
local property market.  
 
The viability assessments produced are based on acknowledged residual land valuation 
methodology, often used by developers and is a high level tool to inform planning policy 
as well as deriving potential CIL rates. It includes a series of development appraisals of 
hypothetical sites within the charging area for different residential and commercial 
development typologies so as to provide confidence that there is a clear balance of 
overall viability.  
 
Residual values of notional schemes are derived by deducting the costs of 
development from the value of a completed scheme. The excess residual value 
remaining after meeting the threshold land value (equal to existing use or alternative 
use value) is shown as the maximum potentially available for a CIL tariff. 
 
The appraisals and associated model are based on generalised assumptions of cost, 
such as professional fees, marketing costs, finance and abnormals. Allowance is made 
for significant and comfortable developers’ profit on Gross Development Value of a 
scheme and has been developed and run to meet the City Council’s requirements for 
informing the preparation of CIL. The viability assumptions used have been 
independently reviewed on 2 occasions since 2011 and have been subject to public 
consultation, as part of a rigorous testing process. 
 
The appraisals have been run for different development value areas which have helped 
to derive CIL ‘zones’ that have been adopted across Newcastle & Gateshead. The 
value areas were identified using a combination of value/revenue information and 
geographic boundaries, such as the City Centre, Green Belt and major roads. This 
produced clear, hard edged and not overly complex boundaries. 
 
The Councils have also sought the external advice of a leading surveyors’ practice 
(DTZ) with significant property market experience, to test the assumptions adopted in 
the appraisals (See Appendix 9, Annex Update). This was undertaken in 2011 and 
again in 2014. The surveyors provided an overall assessment that the assumptions 
used are in the range of current expectation. No changes were made to the 
assumptions by the Councils in response to the advice provided. 
 
The development assumptions used have been derived over a period of time and are a 
result of continuous consultation and engagement and are considered to be compliant 
with PPG and the Harman guidance. 
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5.2 Residential Viability  
 
Theoretical notional development appraisals were carried out for a range of 
development types (from schemes of a single unit to 100 units) across the five value 
areas for urban and non-urban sites in both authority areas, to determine the maximum 
potential headroom that might be available to pay CIL in each. The background 
evidence included a review of residential High, High -Mid, Mid, Low Mid and Low Value 
Areas in both authorities (See Appendix 1, 1.1). From this work the Councils’ identified 
the residential CIL charging Zones A and B. The CIL charging zone boundaries have 
largely remained the same as derived in 2012 for both authorities, with some exceptions 
listed below:  
 
 A minor boundary change at airport subsequent to the adoption of the Plan; 

 Minor changes reflecting small scale amendments to the Green Belt boundary 
(outside the removal of land for development allocation purposes) in both authority 
areas; 

 Removal from CIL charging Zone A of the existing Newcastle Great Park 
Development Area (NN4d) to the west of the A1 to reflect the Urban High residential 
value profile boundary. 

 The Gateshead Residential Charging Zone Map (April 2015) included a misaligned 
boundary in the area near Birtley and Kibblesworth which has now been corrected. 

 
See the Gateshead and Newcastle Viability and Deliverability Report (February 2014) 
and Annex Update (October 2015) for further information on the background evidence. 
 
The viability appraisal summary data relating to the notional and site scheme testing are 
in Appendix 1 (table 1).Section 6 below reviews the rate setting process and indicates 
the proposed CIL charges.  
 
5.3 Commercial Viability  
 
Similarly to residential viability testing, notional commercial scheme types have been 
used to test viability for requiring CIL contributions. The schemes vary by land use and 
by type to reflect representative commercial schemes that could come forward across 
the authority areas. Four commercial Value Areas for urban and non-urban sites in both 
authority areas were tested, to determine the maximum potential headroom that might 
be available to pay CIL in each. The commercial value areas represent Newcastle City 
Centre, High, Medium and Low value areas. From this work the CIL charging 
commercial Zones 1 Newcastle City Centre and Zone 2 in Newcastle (Zone 1 in 
Gateshead) are derived. The CIL charging zone boundaries remain largely the same as 
derived in 2012, except for a minor change in Newcastle at Newcastle Airport in 
recognition of the Adopted Plan boundaries, and the identification of a Central Area 
zone in Gateshead. 
 
Commercial uses were tested through the appraisal process that have typically been 
included in recent planning applications and have potential for future development 
within the emerging plan period to 2030: retail warehouses, shops (use class A1-A5), 
supermarkets, shared accommodation (including student housing), offices, industrial 
and hotel development. 
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AMRs indicate that the majority of commercial development coming forward in the last 
few years falls within the following categories:  
 
 Student accommodation (C3, C4, Sui Generis); 

 Office, B1a; 

 Retail, A1; 

 Leisure, C1. 
 

No further leisure or other commercial uses were forecast or anticipated to necessitate 
viability testing. 
 
The assessment concludes that there is clear headroom of profitable development to 
help offset necessary infrastructure costs. The viability appraisal summary data relating 
to the notional and site scheme testing are in Appendix 1 (table 2). Section 6 below 
reviews the rate setting process and indicates the proposed CIL charges.  
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6. Draft Charging Schedules 
 

 
6.1  Context  
 
In preparing the Draft Charging Schedules reference has been made to a wide range of 
evidence and experience beyond just the viability assessments.  The CIL Regulations 
are clear, saying: 

 
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. 

 
This is elaborated on in the CIL PPG guidance: 

 
What is meant by the appropriate balance?  

The levy is expected to have a positive economic effect on development across a 
local plan area. When deciding the levy rates, an appropriate balance must be 
struck between additional investment to support development and the potential 
effect on the viability of developments. 
This balance is at the centre of the charge-setting process. In meeting the 
regulatory requirements (see Regulation 14(1), as amended by the 2014 
Regulations), charging authorities should be able to show and explain how their 
proposed levy rate (or rates) will contribute towards the implementation of their 
relevant plan and support development across their area. 
As set out in the National Planning Policy Framework in England , “..the sites and 
the scale of development identified in the plan should not be subject to such 
a scale of obligations and policy burdens that their ability to be developed 
viably is threatened.” (NPPF para 173; PPG para 001, Reference ID: 10-001-
20140306). In addition, “…the cumulative impact of these standards and 
policies should not put implementation of the plan at serious risk,..” (NPPF 
para 174). 

 
As set out in the Introduction, Newcastle and Gateshead Councils Core Strategy and 
Urban Core Plan plans for population and economic growth, requiring significant 
regeneration and new development – both of which require major infrastructure 
investment. Striking the balance between attracting development and ensuring it is 
successful and sustainable is at the heart of the CIL setting debate.  
 
As only new development will help the Councils achieve their objectives, a cautious 
approach has been taken to setting CIL rates. The principles of where to charge are 
based on limiting it to where it can be afforded, such as strong market areas where 
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there is demand, and large growth areas in greenfield areas, paying for strategic 
infrastructure to mitigate their impact. 
 
The conclusions of the Viability and Deliverability Report (February 2014) and Annex 
Update (April 2015) show that land and development values differ significantly across 
the two authority areas with many categories of development unable to sustain CIL and 
Section 106 payment without rendering the scheme economically unviable.  
 
As such it would not be appropriate to impose a flat rate for residential or commercial 
development across the charging area. Regulation 13 (2010) allows charging 
authorities to set varying rates in different areas and by reference to different intended 
uses of development. Therefore, it is proposed to adopt a variable rate charging 
schedule in Gateshead and Newcastle, with many areas being excluded from CIL 
charges.  
 
Neither the legislation nor guidance set requirements on how far below potential 
maximum charge levels a charging authority's rates should be set - it is left to the 
judgement of the authority. The Councils are not seeking to capture all of the 
“headroom value” that is available, as they do not want to set the rate at the margin of 
viability. This is because: 
 
 We are taking a cautious, but optimistic, approach, so that there is an adequate 

financial “cushion” reflecting the current economic situation and low confidence in 
the housing market. Discussions with the House Builders Federation have confirmed 
that this is the right approach; 

 The viability evidence is a snapshot in time and CIL rates must ensure that they can 
remain appropriate for the life of the charging schedule and not be a barrier to 
development if the market changes significantly; 

 The viability appraisals use generalised assumptions to find an 'average' 
assessment for the type of development being appraised. In reality, both values and 
costs vary significantly which means that the CIL rates chosen must allow for the 
fact that some developments have abnormally high costs, for example, where the 
remediation of contaminated land is required; 

 Appraisals involve a relatively wide margin of error due to the many assumptions 
that have to be made.  

 
6.2  Setting Residential Rates 
 
In 2014 the residential property market has shown continued growth and while 
increases in house price values have not matched other areas of the UK, there remains 
a positive picture of demand. As a result of increased demand, land values are now 
increasing in many areas albeit demand remains focused on easily developable sites 
capable of delivering traditional family house types. 
 
From the headroom calculations, there are two residential profile areas (corresponding 
to the CIL charging Zones A and B in both authorities) where we have determined there 
is sufficient viability based on the model’s assumptions and we propose to charge CIL. 
These Zones relate to the High Mid Non Urban Value Area (Zone A) and the High 
Urban Value Area (Zone B). 
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The viability appraisals have been adjusted at quarter 4 2014 to reflect a slight increase 
in new build house prices and updated costs. Threshold values have also been 
adjusted across the profile bands to reflect further analysis. Assumed s106 costs for 
future urban and allocation sites have been adjusted to reflect the proposals contained 
in the draft supplementary planning documents on planning obligations and the Draft 
CIL infrastructure lists for both Newcastle City and Gateshead Councils. 
 
Further appraisals for retirement homes (sheltered housing) based on assumptions 
adapted from recent examples in the local area and submissions made on behalf of an 
operator in the market, indicate a similar pattern of headroom to open market housing, 
and this is reflected in the draft charging schedules. 
 
An important strand of evidence that has been considered is the amount that 
developers have paid under S106 Agreements. The authorities have a history of 
seeking and achieving contributions to infrastructure, and as indicated above a recent 
average in Newcastle of over £2,000 developer contributions were committed by 
developers per dwelling (excluding contributions at former greenfield site, Newcastle 
Great Park) and just under £2,000 in Gateshead. This equates to £25-£35 per square 
metre per dwelling based on a 3 bed house/2 bed flat in Newcastle and £23- £32 per 
square metre in Gateshead.  At Newcastle Great Park the s106 costs equates to over 
£14,000 per dwelling. 
 
An indicator of the viability of Newcastle Great Park, as a typical former greenfield site 
in Newcastle, is the continued delivery of new dwellings through the period of the recent 
national credit crunch and economic recession from 2007/8. 
 
Given the conclusions on the impact of proposed rates on the delivery of the Plan (see 
page 22 below), the proposed CIL rates for residential development in both authority 
areas are as follows: 
 
 Residential 

Zone A 
Residential Zone B Newcastle 

and 
Gateshead 
Central  
Areas,  
Zone 1 

Commercial 
Zone 2 

Commercial 
Zone 3 

C3 Dwellings 
(inc. sheltered 
housing) 

£60/sqm £30/sqm £0 - - 
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The CIL Residential Zones are identified in the following maps below (Figs 1 and 2): 
 
Fig 1 Newcastle CIL Zones A and B 
 

 
 
Note there has been an adjustment to the boundary of CIL Charging Zone A at NN4d 
Newcastle Great Park Development Area reflecting the acknowledged planning status 
and as an urban High residential value area there is insufficient headroom to justify a 
CIL charge. The Neighbourhood Growth Area extensions to Great Park as allocated in 
the Core Strategy (NN4b and NN4c) are still included within the CIL charging zone 
boundary. 
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Fig 2 Gateshead CIL Zones A and B 
 

 
 
Urban Residential Zone B 
 
Within the urban area, the remainder headroom available for a CIL charge in the High 
value profile areas in both authorities (CIL charging Zone B in Newcastle and 
Gateshead) is averaged at £97 per square metre across the notional schemes tested 
and a CIL charge of £30 per square metre is proposed.  
 
Subsequent to consideration of representation at PDCS (April 2015) there has been an 
amendment to the draft CIL infrastructure (Regulation 123) list. This has had a 
consequential ‘knock on’ effect to the assumed non CIL infrastructure costs with an 
increase to £ 2,000 per dwelling from £1,000 per dwelling. 
 
Non urban Residential Zone A 
 
In addition to the generic viability appraisals detailed site specific has been undertaken 
and the Plan allocation sites (strategic land releases) have all been assessed through 
updated separate strategic viability appraisals for current costs and values.  The 
assumptions used to test viability are consistent with the assumptions used to underpin 
the plan evidence, wherever possible whilst updating costs and values. The results of 
the strategic level appraisals incorporate affordable housing (Plan Policy CS11) (See 
Appendix 1, table 3& 4). In addition site specific non CIL infrastructure costs have been 
deducted to identify the remaining headroom available for the payment of CIL.  
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Given that CIL can only be progressed based on the assessments of development 
growth in a Local Plan and that the Councils have indicated they will be progressing CIL 
charging schedules in both authorities, developers and interested parties will be aware 
of the potential impact of CIL to development schemes. On adoption of the Plan in 
March 2015, the strategic land release sites and a number of minor sites were deleted 
from the green belt (See Newcastle SLR Part 3 and Gateshead SLR Part 3). Where the 
non-urban site green belt deletions are within the relevant value profile bands they have 
been included in the corresponding charging zones. This is because the uplift in land 
value on development would be expected to be reflected in a given transaction. 
Additions to the green belt have been incorporated into the charging zones where they 
are also located within the value profile bands for charging (see tables 1.1.2 a and 1.2 b 
Minor Green Belt Changes and changes to Value Area Maps at 1.1of the Background 
Paper Appendices). 
 
It is worth noting that the appraisals necessarily include assumptions regarding section 
106 and non CIL infrastructure contributions, however, as sites come forward and are 
the subject of planning applications, site specific contributions will need to be reviewed 
based on up to date infrastructure needs at the time of determination. As indicated 
previously, these sites will be required to meet the Plan policy infrastructure 
requirement. The cumulative nature of off-site infrastructure indicate that not all policy 
costs will be sufficiently site specific to meet the tests for payments to be required 
through s106 and s278 regimes. Nor is there clarity that such infrastructure 
contributions can always meet the pooling restrictions of s106 planning obligations. 
Thus it will be necessary to apply CIL to the allocation sites as well as general 
development. 
 
The results for all the allocation sites are indicated as headroom per square metre and 
represent the super profit available for a CIL charge. The remainder headroom after non 
CIL infrastructure deductions vary between a range from £71 to £304 per square metre 
in the High Mid Non Urban value area and between £4 to -£68 per square metre 
(excluding Newburn Riverside which is subject to ERDF financial clawback prior to 
2022) in the Mid Non Urban value area. 
 
There is, thus, a notable differential in headroom after deductions between sites which 
is reflected in the value profile areas and thus also in the CIL Zone A boundaries. The 
boundaries of the proposed CIL charging Zone A have thus been tested and remain 
robust as previously published for CIL and Plan purposes. A CIL charge of £60 per 
square metre is equivalent to an average of £5,700 per dwelling. A cautious approach 
to rate setting would indicate that the sites tested in the Mid Non Urban values areas 
should not be included in CIL Zone A. 
 
In order to assess that the rates do not threaten the ability to develop viably the sites 
identified in the Plan, we have calculated CIL as a proportion of the Residual Value and 
the Gross Development Value (GDV). 
 
Analysis of the percentage of CIL to GDV indicates a reasonable approach has been 
taken to rate setting with the proposed £60 per square metre equating to 2.4-2.6% of 
GDV in the residential Zone A for both authorities (See Appendix 1, tables 5). The 
remainder of the allocation sites are located within the mid value (non-urban) area 
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display a higher proportion of the GDV at comparable CIL rates thus reflecting reduced 
headroom.  
 
CIL as the proportion of the Residual Value (RV), in approximate terms, represents the 
percentage fall in land value that a landowner may receive. As set out in the Viability 
and Deliverability 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: 
 
The work done by the Councils to demonstrate what funds are likely to be available for 
CIL 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.” 
 
Whilst this conclusion rested on 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 around 25%. The 
equivalent percentage RV has been tested at a range of CIL rates. For those Plan 
allocation sites proposed for the CIL charging Zone A, the percentages at a CIL charge 
of £60 per square metre ranges from 10.2-14.8% and are thus considered sound (See 
Appendix 1, Table 6). Similarly to the percentage GDV assessments, the remainder of 
the Plan allocations sites within the mid value (non urban) area display a higher 
proportion of RV at comparable CIL rates reflecting reduced headroom.  
 

The viability results for sheltered housing schemes identified in Appendix 1(Table 1) 
reflects the viability results for C3 housing with a positive headroom available for a CIL 
payment in the High urban area. The non-urban High Mid profile viability appraisals also 
indicate a positive headroom available for a CIL and as such sheltered housing 
schemes are proposed for the same CIL residential charges in the Zones A and B (both 
authorities).   
 
The Councils consider that the proposed CIL residential rates have struck an 
appropriate balance between the desirability of funding infrastructure and potential 
impact upon the economic viability of development across the area, because the rates 
proposed have been supported by economic viability testing with a built in ‘buffer’ for 
changing market conditions. A cautious approach has been adopted, allowing for s106 
negotiation on essential infrastructure through planning obligations if economic viability 
becomes more challenging.  
 
Furthermore the Councils consider that the rates will not seriously threaten the delivery 
of the Plan, given that: 
 
 Development schemes within the Low, Low Mid, Mid, High Mid urban areas will not 

be subject to a CIL charge. This reflects a large proportion of the forecast SHLAA 
sites for delivery across the phases of the plan period. In Gateshead the proportion 
is 77%, in Newcastle it is 91%; 
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 Within the Low, Low Mid urban areas there is a higher proportion of public sector 
land ownership ( 99% in Newcastle, 78% in Gateshead) and within the High areas in 
Gateshead 73% is in public ownership; 

 Only the allocation growth sites in the non urban High Mid areas will be subject to 
CIL charges, for Mid non urban areas, where viability is more challenging essential 
infrastructure will be delivered through other mechanisms and limited local pooling of 
planning obligations; 

 Economic viability testing has incorporated the associated full policy and standards 
costs before headroom is available for CIL charges. For example, affordable 
housing costs (CS11) have been deducted within the appraisal process; 

 Both authorities have met or exceeded the affordable housing target in the majority 
of recent years, as measured by affordable units as a % of completions (See Table 
1 in section 4. above). If future viability challenges indicate the need for a reduction 
in Policy affordable housing levels, this would not necessarily affect the ability to 
meet the overall target; 

 Both authorities have been able to draw upon historical evidence of ability of 
development to pay for planning obligations to provide certainty of viability. 

 
6.3 Setting Commercial Rates  
 
Viability assessments have provided a clear indication of overall viability for different 
commercial uses and over geographic areas. This section seeks to summarise the 
reasoning in setting appropriate CIL rates, the use of appropriate available evidence for 
main uses developed now and in the future so as to comply with regulations and 
guidance.  
 
The results of the appraisals indicated that the economic viability varies both across 
geography and uses quite considerably (see Appendix 1, Table 2). The viability 
assessment indicates that some of the proposed rates will also have varying impact on 
viability across the schemes. Thus, the use of a flat rate for commercial uses across the 
authority areas was neither equitable nor appropriate.  
 
However, in adopting a differential rate across each development typology in each 
value zone would not be practical in terms of administration.  It is of course also 
impractical to anticipate every form of development scheme that comes forward and 
hence the use of averages in setting the identified CIL rates below. Where viability is 
considered marginal a £0 rate has been identified to reflect the cautious approach to 
risk related to proposing a CIL charge. 
 
The proposed CIL rates for commercial development in both authority areas are as 
follows: 
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Development  and 
Use Class 

Residential 
Zone A 

Residential 
Zone B 

Newcastle 
and 
Gateshead 
Central  
Areas,  
Zone 1 

Commercial, 
Zone 2 

Commercial 
Zone 3 
 

Hotels (C1) - - £0 £40/sqm £0 

Small retail (A1) 
units ≤ 280 sqm - - £0 £30/sqm £0 

Supermarket**  
(A1)> 280 sqm - - £30/sqm £30/sqm £30/sqm 

Retail 
Warehousing*** 
(A1)> 280 sqm, 
vehicle sales (Sui 
Generis) 

- - £0 £80/sqm £80/sqm 

All Other 
Development****  £0 £0 £0 £0 £0 

 
*Dwellings- includes houses and flats 
 
**Supermarkets are convenience–led stores selling mainly everyday essential items, 
including food, drinks, newspapers/ magazines and confectionary, where it is intended 
to utilise less than 50% of the gross retail floor area for the sale of comparison goods 
and where, depending on scale, weekly food shopping needs are met. In addition, the 
area used for the sale of goods will generally be above that applied for the purposes of 
the Sunday Trading Act of 280 square metres.  
 
***Retail warehouses are usually large stores specialising in the sale of household 
goods (such as carpets, furniture and electrical goods), DIY items and other ranges of 
goods. They can be stand-alone units, but are also often developed as part of retail 
parks. In either case, they are usually located outside of existing town centres and cater 
mainly for car-borne customers. As such, they usually have large adjacent, dedicated 
surface parking. 
 
****For clarity this includes: Office (Use Class B business, industry, storage and 
distribution), Extra Care (Use Class C2). 

 
The CIL Commercial Zones are identified in the following maps below (Figs 3 and 4) 
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Fig 3 Newcastle CIL Commercial Zones 1, 2 and 3 
 

 
 



CIL Background Report 
 

 32

Fig 4 Gateshead CIL Commercial Zones 1, 2 and 3 
 

 
 
Retail 
 
In 2014 there have been year on year improvements in retail vacancy rates nationally 
however there are stark variations between regions.  While the North East of England 
showed some of the highest vacancy rates in the UK, Newcastle continued to 
outperform the region as a whole. Newcastle is ranked 11th best shopping venue 
(Javelin Group/ Venuescore 2014/15). 
 
Retail rates have been set to reflect the potential headroom available across the local 
authority areas. Valuation and transaction information has helped to inform what is 
considered to be a sound rate.  
 
Comparison Retail 
 
Retail growth from comparison goods expenditure is anticipated in the city centre and 
other centres in accordance with the NPPF sequential test. Comparison goods cover 
clothing, shoes, furniture, household appliances, tools, medical goods, games and toys, 
books and stationery, jewellery and other personal effects and are sold in smaller stores 
and larger format retail warehouse stores. The Plan identifies retail floorspace of 50,000 
net square metres within Newcastle City Centre by 2018/19.  
 
Overall the forecasts in the Newcastle Gateshead Strategic Comparison Goods Retail 
Capacity Study, October 2012 show that there is no immediate need for any new retail 
warehouse floorspace in in Gateshead Newcastle. The occupied retail warehouses in 
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Newcastle are trading reasonably well, with some vacant retail warehouses in the city 
that have the potential to be re-occupied. Capacity for additional retail warehouse 
floorspace in Newcastle is expected to arise before 2020 and thus retail comparison 
rates have been identified to reflect the varying viability across geographic areas.  
 
In Gateshead the retail warehouse sector has been buoyant and trading well, 
particularly Retail World at Team Valley, where there is potential for further limited 
growth within the plan period. The Metrocentre in Gateshead is a regional shopping 
destination, ranked the 6th best performing purpose built shopping centre (Venuescore 
2014), and where there is scope for growth later in the plan period subject to national 
retail policy tests. 
 
Updated appraisals for comparison retail indicates retail warehouses still have 
significant headroom (ranging between £180-£370 per square metre) across the High to 
Low value zones in both authorities and thus a CIL charge of £80 per square metre is 
proposed authorities wide (except for the Newcastle Zone 1 City Centre and the newly 
zoned Gateshead Commercial Central Area Zone 1). ). However, an assumed average 
for new retail developments in the City Centre has been more challenging. Newcastle 
City Centre and Gateshead Town Centre within the urban core contain a significant 
number of listed buildings, high density/ mixed uses and a complex ownership pattern 
and set of restrictions. Newcastle City Council has undertaken a review of building costs 
of both existing shopping centres, supported by evidence from an operator, and of 
conversions to listed buildings in the retail led mixed use allocation site in the Plan. 
Realistic building costs have been adopted in the appraisals. However, the ability to 
identify a realistic threshold value has been extremely challenging given the multiple 
ownerships and likely land assembly costs. Similarly, Gateshead Council have reviewed 
costs associated with the recently developed mixed use Trinity Square development in 
the town centre and share the same concern over the uncertainties around costs and 
values in this location. 
 
Convenience Retail 
 
The Newcastle Gateshead Convenience Goods and District Centres Needs Study (May 
2010) and centre health checks forecast some need for convenience retail and 
concluded that capacity for new comparison goods floorspace at Newcastle District 
Centres will be modest by 2020. Significantly a number of smaller supermarkets have 
recently been granted permission in Newcastle, whilst a number of in-centre re-
development schemes in Gateshead have included the provision of new supermarket, 
thus indicating a continued and buoyant market. Convenience goods cover food and 
non-alcoholic beverages, tobacco, alcoholic beverages, newspapers and periodicals 
and non-durable household goods. 
 
Indications from the evidence are that there are a number of existing centres at ‘risk’. 
Smaller shops and supermarkets can have a valuable role in supporting local centres, 
and the rates have been set so as not to put development at risk.  
 
There have been significant changes in the supermarket industry in the UK in the last 
few years and this has been evident in the type of planning applications received.  
Whilst the viability testing of supermarket notional schemes indicates a somewhat 
varied pattern recent retail development activity has focussed on smaller local and 
discounter supermarkets, particularly in the low and high value profile areas. Discounter 
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supermarkets tend to trade in the Low/Medium value profile areas and local 
supermarkets are prevalent in centres and across the profiles areas more generally.  A 
reduced rate of £30 per square metre area wide for both authorities is proposed. 
 
It should be noted that we have looked at two forms of supermarket appraisals including 
the discount supermarket sector. This has been carried out as a comparison exercise 
for the purposes of establishing consistent headroom values. No distinction will be 
made, however, between these sectors in the charging CIL rates for supermarkets. 
 
Small Retail Stores 
 
A threshold size of 279 square metres has been used for the CIL charging schedules 
because this reflects a clear difference in nature of operation and activities and also in 
viability. Under 280 square metres, small retail stores are not restricted by Sunday 
trading laws and tend to operate with a local footfall with less associated car parking.  
   
Updated appraisals for small retail stores still indicate headroom for a CIL charge in the 
high value zone (Zone 2 in Newcastle and Gateshead) and a reduced rate of £30 per 
square metre is considered reasonable. However, for the same reasons as set out 
above assumed average headroom for new retail developments in Newcastle City 
Centre and Gateshead Town Centre has been more challenging and thus a cautious 
approach has been taken to charge at a zero rate in Newcastle Zone 1 City Centre and 
Gateshead Zone 1 Central Area). 
 
Offices 
 
The market for new offices benefits from a choice of both new and second-hand 
floorspace development opportunities and sites.  New offices are being built and new 
gross floorspace projections suggest to the order of 410,000 square metres of new 
office floorspace will be required to 2030, two thirds of which will fall in the City Centre 
with much of the remainder at Newcastle International Airport.  
 
However, it is acknowledged that the current market still reflects relatively weak 
demand and an understandably cautious approach to new development.  Completion of 
new space is being delayed and plans for new development have been postponed.  In 
the medium and long term, a resumption of economic growth is forecast and will allow 
equilibrium to be restored.  
  
Stakeholder discussion at a RICS workshop on CIL in 2012 indicated that greater 
caution ought to be reflected in the viability assumptions in general in relation to the 
office industry. Further testing of the viability assumptions has been undertaken and 
viability results indicated a positive residual value and a negligible headroom in the City 
centre and negative land values for office schemes in the Low/Medium and High 
commercial value areas. Thus it is not proposed to charge for offices. 
 
Shared/Student Accommodation  
 
The student or shared accommodation markets are currently buoyant in Newcastle with 
a number of recent schemes being approved and implemented in the City Centre.  
 



CIL Background Report 
 

 35

Evidence suggests that students who might require accommodation are not being 
deterred from entering higher education by increased tuition fees – key driver is the 
student experience on which Newcastle scores very highly against its competitors. 
Newcastle remains a popular location for students, developers and investors and 
student numbers have risen sharply over the last decade.  In total there are 41,000 
students studying at Newcastle and Northumbria Universities in 2013/14. Until recently, 
large scale private student accommodation providers were relatively limited in their 
representation but recent years have seen a strong increase in the number of enquiries 
for such accommodation. Thus, for Newcastle a strategic average viability headroom of 
over £100 per square metre is derived from viability assessments and a CIL rate at £80 
per square metre is proposed.  
 
However, in Gateshead the student accommodation market is relatively immature, with 
recent provision as part of the Trinity Square development (within Gateshead’s Primary 
Shopping Area) progressed on the basis of Council assurances to the university and the 
sharing of associated risks. It is also worth noting that there have been no other 
proposals for student accommodation in Gateshead and there are no site allocations in 
the Plan which include student accommodation as an acceptable use, reflecting the 
limited market in Gateshead. A viability assessment based on current market rates at 
Trinity Square shows negative headroom and thus in Gateshead it is proposed to 
charge at a zero rate for student/ shared accommodation.  
 
Hotels 
 
The Newcastle and Gateshead Leisure Study (April 2010) identifies a number of 
significant redevelopment opportunities within the City Centre and the potential of 
linking leisure to mixed use developments. In particular, hotel development in 
Newcastle is currently buoyant and is likely to be successful in the future where 
occupied alongside other uses which help create demand. Outside of the City Centre, 
over the plan period Kingston Park and Great Park may attract additional leisure 
development.  
 
There has been a significant increase in hotel supply in Newcastle and Gateshead 
since August 2011, with a number of new hotels opening, including a number of 
international hotel brands and modern hotel products that have brought new business to 
the City Region and given Newcastle and Gateshead a much more competitive hotel 
offer for the city break and conference markets. There is reported to be further potential 
for hotel development within the area.   
 
Overall the viability assessments conclude that there is still clear headroom of profitable 
development for hotels in the High value zone (CIL charging Zone 2 in Newcastle/ Zone 
1 in Gateshead) and a rate of £40 per square metre is proposed.  
 
 
Other Uses 
 
Industrial uses have not been proposed for a CIL charge in the rates due to negative 
viability outputs from the viability assessments. This includes land at Follingsby where, 
despite being identified in a high value zone, an appraisal has shown it to have 
insufficient headroom to justify a CIL charge.  
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In response to representations on the PDCS (April 2015) a number of amendments and 
clarifications have been made to the above charging schedule: 
 
 The commercial ‘City Centre Zone 1’ is now called ‘Newcastle Central Area Zone 1’ 

to differentiate CIL from policy designations;  

 In Gateshead a commercial Central Area Zone 1 has been identified reflecting the 
deliverability and viability conditions in this location; 

 The area outside the commercial Zones 1 and 2 is now referred to as Zone 3; 

 ‘Extra care housing (C3) is now classified as ‘extra care housing (C2)’ to reflect the 
use classification of typical accommodation likely to be developed for elderly 
persons and to respond to operator consultation and falls within the zero chargeable 
‘All Other Development’ category; 

 Refinement of ‘supermarket’ and use class definition and inclusion of a ‘retail 
warehousing’ (and use class) definition in response to comments from a discount 
retailer and in line with best practice. 

 
Overall, the Councils consider that the proposed CIL residential rates have struck an 
appropriate balance between the desirability of funding infrastructure and potential 
impact upon the economic viability of development across the area, because the rates 
proposed have been supported by economic viability testing with a built in ‘buffer’ for 
changing market conditions. A cautious approach has been adopted, allowing for s106 
negotiation on essential infrastructure through planning obligations if economic viability 
becomes more challenging.  
 
Furthermore the Councils consider that the rates will not threaten the delivery of the 
Plan, given that: 
 
 Development schemes within the Low, Medium and Newcastle Central Area/ 

Gateshead Central Area will not be subject to office, industrial or hotel CIL charges. 
Newcastle City Centre accounts for 13.5 ha. of a citywide total of 98.9 ha. of 
employment land identified in the ELR. Whilst hotels are encouraged within the Plan 
there are no sites identified in the Newcastle and they are not assessed within the 
ELR.  It is not anticipated therefore that CIL will affect the delivery of employment 
uses within the plan period; 

 Within the commercial Low and Medium urban areas similarly to the residential 
lower value areas, there is a higher proportion of public sector land ownership;  

 The Key Sites in Urban Core will not be subject to CIL charges for comparison retail, 
office or hotel charges and where viability is more challenging essential 
infrastructure will be delivered through other mechanisms and limited local pooling of 
planning obligations; 

 No large scale convenience retailing is proposed with the Plan, and smaller retail 
and supermarkets have been actively brought forward through the development 
management process; 

 Economic viability testing has incorporated the associated full policy and standards 
costs before headroom is available for CIL charges; 
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 Both authorities have been able to draw upon historical evidence of ability of 
development to pay for planning obligations to provide certainty of viability. 

 
Overall, the Councils consider an balanced approach has been taken that satisfies the 
CIL tests. They have undertaken much of the CIL evidence using ’in house’, but have 
sought the advice of an independent CIL consultant to verify the soundness of the 
approach. 
 
6.4 Monitoring and Review 
 
The CIL is being calculated at a specific point in time and accordingly the charging 
authority will need to make allowance for the cost and value inputs to be periodically 
reviewed.  We propose to link this to changes in the housing market cycle. 
 
The Council has indicated its monitoring indicators for the Plan which would also 
support the monitoring of CIL to ensure the continued validity of the charging rates. 
Specifically, the monitoring will include tracking the Land Registry and other financial 
institution House Prices Indices for a 10% or more change over a set number of years 
since adoption of the charging schedule. At that time the charging authority should seek 
to review the schedule at the anticipated point that the market returns to its long term 
trend. 
 
6.5 Paying CIL - Instalments and Exemptions Policies 
 
The timing of CIL payments can have a significant impact on project cash flow which in 
turn can make the funding of projects more difficult and thus impacting on developers 
ability to deliver them. To mitigate this problem Gateshead and Newcastle will receive 
CIL payments in instalments, relating to scale of scheme and milestones through the 
development process. Information on instalments is included in the accompanying 
developer guidance to operating CIL. 
 
Statutory exemptions will apply in accordance with the CIL Regulations 2010 
(amended). Payments in Kind will be considered where applicable (See NCC CIL 
Developer Guidance Note (October 2015)).  
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7. Next Steps 
 

 
7.1 Consultation 
 
There will be consultation with infrastructure providers, landowners, developers as well 
as residents and businesses and the public on the draft CIL rates as derived from the 
evidence summarised above. The results of this consultation will be considered prior to 
submission of the Charging Schedule for public examination. It is anticipated that CIL 
will be operational in Summer 2016. 
 
CIL DCS Consultation - 6 weeks - 26 October – 6 December 2015  
 
CIL Modifications/Submission for examination - December 2015/January 2016. 
 
CIL Examination - Spring 2016. 
 
Adoption - Summer 2016. 
 
The financial information provided in the appraisals in this report are hypothetical, high 
level and prepared for the purposes of setting CIL only.  They are based on a set of 
general assumptions, quantum of development and policy requirements as contained 
within the Core Strategy and urban Core Plan and supporting evidence.  Although 
appropriate to use these figures for CIL rates setting, it does not mean that they 
necessarily represent the form of eventual development.  
 
The residual land value represents the potential sum available to purchase current 
interests in the land, but no investigation has been carried out of costs required to 
obtain vacant possession of the site nor does it indicate the willingness of owners or 
occupiers to dispose of their interests.  The appraisals that are summarised in this 
report are not formal ‘Red Book’ (RICS Valuation Professional Standards, Global and 
UK 2014) valuations and should not be relied upon as such. 
 
No account has been taken of any potential title or other legal issues, nor in any further 
specific demolition costs over and above the abnormal costs detailed herein.  It does 
not take into account the likelihood or otherwise of any demand at the present time for 
end uses.  The extent of the scheme contemplated in this evidence is not defined in 
terms of any particular land ownerships. 
 




