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Foreword 

This Addendum is to be read in conjunction with GVA’s ‘Viability Advice on CIL / Tariff for 

Broadland, Norwich and South Norfolk” Report of December 2010, and GVA further 

advice dated August 2011. 

1. Introduction 

1.1 GVA has been instructed by GNDP to carry out further work in respect of six retail scenarios 

to demonstrate the ability of different size retail stores to potentially contribute to a CIL 

Charge. 

1.2 As noted in the Report of December 2010, it is open to the Councils to show through their 

Core Strategy and other work what form of retail is anticipated to be delivered during the 

currency of the CIL Tariff, and to propose a CIL rate that can be afforded by those 

proposals even if it cannot be by other forms of the same development. 

2. Analysis 

2.1 The six additional development schemes have been discussed and agreed with Officers 

at GNDP. The details of the schemes are summarised in the Table below.  

2.2 The appraisals we have undertaken are for a hypothetical scheme in the Study Area, and 

are not site specific.  As such the appraisals are high level and cannot be used as an 

example of what an individual developer or operator would be prepared to pay for land 

at any given location. The appraisals do not account for sunk costs or abnormal costs, but 

assume a single storey development with surface level parking.  The majority of 

assumptions within the appraisals are generic based on market comparables - the 

specifics of any scheme could have a significant impact on residual value (e.g. net:gross 

ratio). 

2.3 If an operator was to construct the store then it could potentially pay significantly more for 

the site than a developer, based on its own business model; we have seen examples 

where an operator has offered more than double the bids from developers. We have 

sought to illustrate the potential difference in residual land value between the two 

approaches. 
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Scenario Type 
GIA  

Sq M 

Car Parking 

Spaces  

Gross site 

Ha 

A Convenience 1,500 90 surface 0.61 

B Convenience 2,000 120 surface 0.91 

C Convenience 2,500 150 surface 1.21 

D Convenience 5,000 350 surface 2.02 

E Convenience 7,500 450 surface 2.83 

F Convenience 10,000 600 surface 3.64 

 

2.4 A summary of the values adopted is set out in the Table below.  

Scenario 
Norwich City 

Centre 

Zones A & B 

Rent per Sq M £134.6 £107.6 

Yield 6% 6% A 

Rent Free - months 9 9 

Rent per Sq M £188.4 £161.5 

Yield 5% 5% B 

Rent Free – months 9 9 

Rent per Sq M £188.4 £161.5 

Yield 5% 5% C 

Rent Free – months 9 9 

Rent per Sq M £188.4 £161.5 

Yield 5% 5% D 

Rent Free – months 9 9 

Rent per Sq M £188.4 £161.5 

Yield 5% 5% E 

Rent Free – months 9 9 

Rent per Sq M £188.4 £161.5 

Yield 5% 5% F 

Rent Free – months 9 9 

 

2.5 We have made a number of standard assumptions as detailed below.  We would note 

that whilst we have calculated the Developer led schemes by reference to a profit of 20% 
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on the Gross Development Value, it would be more usual to apply a test based on the 

Costs, and currently we would expect developers to seek c 17.5%.  Our valuations 

therefore credit the developer with a larger profit than might usually be expected, and 

therefore e a lower residual land value.  For the sake of comparison we therefore also 

include the analysis based on a Profit on Cost of 17.5%. 

Item Developer Occupier 

Base Build Cost per sqm  £946 £946 

Enabling /Exceptional Costs per sq m £54 £54 

Professional Fees  10% 10% 

Contingency 5% 5% 

Letting Costs 15% 0% 

Investment Sale Costs 1.5% 1.5% 

Finance 6.75% 6.75% 

Profit 

20% on GDV 

& 

17.5% on Costs 

5% on Costs 

 

2.6 The appraisals are appended.  

2.7 The Residual Land Value for each Scenario has been compared with a Base Land Value 

which is taken to be: 

Area Per Hectare Less 25% 

Norwich City Centre  £1,236,000 £926,000 

Zone A £618,000 £463,000 

Zone B  £434,000 £370,000 

 

2.8 These figures reflect the assumed value for land with consent for convenience retail stores: 

these values were discussed with local agents and stakeholders during the consultations 

that were carried out in 2010.  We have shown the maximum CIL payment by reference to 

a 25% reduction in the Base land Value.  This is consistent with the approach that has been 

adopted for the CIL Viability testing that has been conducted by GVA for GNDP. 
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2.9 Tables below summarise the maximum CIL charges per square metre for the scenarios. 

Max CIL per Sq M Norwich City Centre 

 Developer led Operator led 

Scenario GIA Sq M Profit @ 20% GDV Profit @ 17.5% 

Costs 

Profit @ 5% Costs 

A 1,500  £0 £0 £152 

B 2,000  £778 £928 £1,278 

C 2,500  £750 £910 £1,270 

D  5,000  £885 £1,045 £1,385 

F 7,500  £930 £1,077 £1,423 

G 10,000  £923 £1,073 £1,403 

 

Max CIL per Sq M Zone A 

  Developer led Operator led 

Scenario GIA Sq M Profit @ 20% GDV Profit @ 17.5% 

Costs 

Profit @ 5% Costs 

A 1,500  £0 £0 £104 

B 2,000  £765 £915 £1,215 

C 2,500  £789 £909 £1,189 

D  5,000  £844 £984 £1,264 

F 7,500  £863 £996 £1,289 

G 10,000  £852 £982 £1,272 

 

Max CIL per Sq M Zone B 

  Developer led Operator led 

Scenario GIA Sq M Profit @ 20% GDV Profit @ 17.5% 

Costs 

Profit @ 5% Costs 

A 1,500  £0 £0 £120 

B 2,000  £782 £932 £1,232 

C 2,500  £807 £927 £1,207 

D  5,000  £859 £999 £1,279 

F 7,500  £877 £1,010 £1,303 

G 10,000  £865 £995 £1,285 
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3. Conclusions 

3.1 The analysis based on CIL assessed as a percentage of costs of GDV suggests that the 

results for Scenario A are the most sensitive, and the example less able to bear a material 

CIL contribution. 

3.2 The appraisals show that large stores can afford to contribute CIL. 

3.3 As noted in our advice of August 2011, many large stores and supermarkets are 

developed as ‘anchors’ to larger mixed used developments, and as such the value 

created by these food stores is effectively used to support additional development; for 

example residential and commercial uses, particularly in low value areas. Therefore to 

impose a high CIL charge would in effect lessen the financial support they could provide 

to other uses within a scheme as a whole. 

3.4 It should be noted that the appraisals have been undertaken on a high level basis, and 

that there can be exceptional costs for individual sites that can mean that the residual 

land value is materially reduced. 
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APPENDIX: APPRAISALS 

 


























































































































