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Draft Charging Schedule Report of Comments and Responses

Introduction

1. The purpose of the instructions received from Rhondda Cynon Taf County
Borough Council (abbreviated to “RCT") is for DVS to undertake further
viability testing in relation to RCT's proposed Community Infrastructure Levy
(CIL). The need for this further viability testing is two-fold; Firstly, following
completion of RCT’s draft CIL charging schedule the council has received
various representations from interested parties and these have led to the
need for further testing to ensure that the representations are carefully
considered and reflected upon. Secondly, RCT's original CIL study was
published some 12 months ago and since then the property and development
markets have seen improvements and so it is appropriate that the evidence
base be refreshed and RCT’s proposed CIL charges reviewed in light of this.

The further testing undertaken
2. The particular representations that RCT sought our review of were received

from the following parties and concerned the following matters:

e Home Builders Federation (via Savills)- representations received
concerning the level of CIL charge proposed for Zone 3 (£100 per
square metre) and the positioning of the Zone 3 boundary (most
particularly the inclusion of the Tonyrefail area within Zone 3).

e McCarthy & Stone and Churchill retirement living (via The
Planning Bureau)-representations received concerning the ability of
sheltered (Also known as “later living”) housing to support similar
levels of CIL as more traditional housing developments. The
representation particularly focused upon the Zone 3 level of CIL
charge proposed.

e Cwm Taf Health Board- Representations received concerning the
proposed CIL charge for new D1 primary healthcare developments.

3. The further viability testing that we undertook was conducted throughout
September and October 2013 and we produced a range of appraisals, the
most helpful of which | append to the back of this report and (for reference)
highlight below;

o A review of the Savills’ hypothetical residential development
appraisals for Zone 2 and 3. These appraisals are included at
Appendices A to D and the CIL rate results are tabulated at
Appendix E.

o A review of notional residential development schemes on three of
RCT's strategic sites. These appraisals are included at Appendices
F, G and H and the CIL rate results are tabulated at Appendix I.

o A review of sheltered housing development schemes on three notional
RCT site scenarios. These appraisals are included at Appendices J,
K and L and the CIL rate results are tabulated at Appendix M.

Summary comments in respect of further testing related to representations
made by Home Builders Federation and Savills

4. In respect of the appraisals undertaken, there are quite a number of appraisal
inputs where Savills and | hold different views. In general, these differences
are not substantial but cumulatively they do lead to a divergence in our overall
viability views. During the consultation process these differences have been
highlighted and discussed but no agreement has been reached.

5. In this further testing | have run quite a number of different scenarios for RCT
to illustrate the impact of these variances in input assumptions. Whilst | am
unable to agree Savills inputs, discussions with RCT have lead us to
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conclude that a positive approach here would be to adopt Savills assumptions
in some of the further viability work but focus on the inputs that cause
greatest difficulty. In this instance, these are the allowances for s106, fire
sprinklers and external works.

In light of the above, and to keep this note concise and focused, | have only
reproduced four appraisals with this report. These four appraisals (found at
Appendices A to D) are effectively Savills appraisals but with the allowance
for external works reduced from 27% to 20%, and the allowances for s106
and fire sprinklers having been completely removed. The rationale for these
changes is already detailed elsewhere within RCT response to
representations.

The appraisals found at Appendices A to D essentially represent what |
consider to be the more pessimistic end of viability for Zones 2 and 3 in RCT.
As you will see at Appendix E, when a 30% viability buffer (As Sauvills
suggest) is applied, these result in residual CIL rates of £53 to £57 per square
metre for Zone 2 and £82 to £87 square metre for Zone 3.

In light of the above and other testing | have recommended that consideration
be given to the RCT Zone 3 rate being revised to £85 per square metre. With
regard to the Zone 2 rate, whilst there is evidence for an increase in this rate
wider viability evidence leads me to conclude that there is an inherent
deliverability risk associated with such and accordingly | have not
recommended a change to this rate.

Moving onto the question of which charging zone the Tonyrefail area best
sits, | have considered the sales and other evidence provided in the
representations by the Home Builders Federation (HBF) and Savills alongside
other viability evidence and | am of the view that the charging zone boundary
be amended so that the Tonyrefail area now sits within Zone 2.

Summary comments in respect of further testing related to sample of Strategic Sites

10.

11.

12.

in RCT
The three strategic site locations selected for testing were chosen by RCT on
the basis that they were representative of a range of different site
circumstances. A number of scenarios were carefully considered and
discussed but the final appraisals run and included within this briefing have
been undertaken on a notional scheme basis similar to that proposed in
Savills representations addressed earlier in this note.
In accordance with the above, | reproduced three notional Strategic Site
appraisals at Appendices F, G and H. Savills/HBF have not made specific
representations in respect of these Strategic Sites but, as previously noted, |
have adopted a similar approach in these appraisals. However, as before,
the principle headline divergence from Savills/HBF is the removal of
allowances for s106 and fire sprinklers and the adoption of a 20% allowance
for external works (Savills/HBF have suggested 27%). | must also note that
my allowances for marketing, finance and developer profit are harmonised
with my original study assumptions (and not Savills appraisal assumptions).
As you will see at Appendix |, when a 30% viability buffer (As Savills
suggest) is applied, the appraisals found at Appendices F, G and H generate
residual CIL rates of £79.97 to £115.30 per square metre (with an average of
£100.51 per square metre) for these Zone 3 Strategic sites.
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13.

It is fair to say that some of RCT's Strategic Sites would appear to have
significant development challenges, however they also benefit from scaling
and from RCT's targeted planning delivery strategy. In light of this, and the
viability results | am content that there is no case for a separate CIL charging
policy for the RCT Strategic Sites.

Summary comments in respect of testing of Sheltered Housing developments in RCT

14.

15.

16.

17.

18.

Sheltered housing schemes for older persons are typically characterised by
self-contained apartments that are purchased by older persons on long
leaseholds where ground rents are met by the purchaser (as is typical with
such properties). Sheltered housing significantly differs from other housing
not only in the age profile of its occupiers but also the higher management /
service charges that are paid by the occupants in lieu of the onsite facilities
and management team that are provided and enable the older occupiers to
maintain a degree of independence for longer than may otherwise be
possible.

In light of the representations received from the Planning Bureau, three
notional development scheme scenarios have been considered for sheltered
housing (two in Zone 3 and one in Zone 2) and tested for viability. The
Planning Bureau representations have been made on behalf of McCarthy and
Stone and Churchill Retirement Living. Unfortunately, at the time of review,
there were no active Churchill developments within RCT (or Wales) but there
are a number of active McCarthy and Stone developments throughout Wales
(though none in RCT itself) and | have had regard to the scheme data
retrieved from these.

The Planning Bureau has also provided a range of viability information
themselves (which has been acquired through their clients). My colleagues in
England have dealt with quite a number of McCarthy and Stone and Churchill
Retirement Living developments and the submissions made by the Planning
Bureau are similar to other CIL representations made. Itis beyond the scope
of this particular paper to review the detail of these submissions (though that
exercise has been done) but essentially the case made by the Planning
Bureau is that Sheltered housing developments incur greater construction,
finance (e.g. extended holding costs) and development risk (i.e. profit
benchmarks) costs than conventional housing. Whilst | am not able to agree
all the points and inputs proffered by the Planning Bureau | can say that in
general terms | accept that these developments do incur costs greater than
conventional housing.

Whilst | accept that greater costs are typically borne by Sheltered housing
developments this is, to one extent or another, offset by the higher sale prices
achieved by such schemes. Having regard to the sales data at hand, | have
also factored in a range of sales scenarios that | believe would be appropriate
for Zones 2 and 3. | reproduced these three notional Sheltered housing
appraisals at Appendices J, Kand L.

You will note from Appendix M, that the Zone 3 Sheltered Housing
appraisals generate, with a 30% viability buffer, residual CIL rates of £130.26
to £265.65 per square metre and the Zone 2 scenario generates a residual
CIL rate of £58.68 per square metre (with a 30% viability buffer). These
residual CIL rates certainly suggest that the Sheltered Housing developments
can support the proposed levels of CIL. Indeed, the rates may even suggest
a higher rate of CIL is sustainable. However, | would urge some caution here
because such developments are very dependent on specific market
conditions existing (Which partly explains why sheltered housing is far less
common than conventional housing developments) and as such | believe they
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should not have CIL charge rates differentiated from the rest of the residential
market.

Summary comments in respect of further review of D1 Primary Healthcare

19

20.

21.

22.

development
. No specific viability evidence has been provided in the representations made

by Cwm Taf Health Board. However, it is clear from the practical discussions
I have had with RCT that further review is appropriate. The principle difficulty
with setting a charge for this development class is that there is clear viability
evidence in support of charging CIL in respect of the private and third sector
investors; but not “NHS Capital Projects” or “GP DIY" developments. Since it
appears to be practically impossible (from a CIL charging perspective) to
disaggregate the private and third sector investors from “NHS Capital
Projects” or “GP DIY” developments | would suggest that a higher level
strategic view is taken by RCT.
One area which my further review has identified as having potential for some
differentiation of CIL charge is development size. The viability testing from our
original study provided counter-intuitive results in respect of development size
but this was a small sample and each scheme was very specific to a range of
factors including land cost and the scope of occupiers so we did not originally
advocate differential rates based on size. Howeuver, it is clear from further
review of actual Healthcare development schemes across Wales that a
minimum size for charging CIL on D1 Primary Healthcare developments is
appropriate.
From analysis of D1 Primary Healthcare developments in Wales it is clear
that a threshold of 235 square metres (measured to Gross Internal Area, as
with other CIL charges) is the typical point at which GP DIY development
schemes would fall below and larger private, third sector and “NHS Capital
Projects” would begin. Therefore, if your charging threshold were lifted to 235
square metres this would largely remove GP DIY development schemes from
the charging equation. “NHS Capital Projects” would still be left with private /
third sector developments but | believe this is some improvement on the
existing situation (i.e. absence of viability evidence for “NHS Capital Projects”
or “GP DIY" developments) and | recommend that you give this option further
consideration.

Conclusion
| trust that the foregoing notes (and supporting appendices) are of assistance
to your review of the representations received.

Yours faithfully
Nick Tyldesley, BSc (Hons), MRICS

Principal Development Surveyor
Dvs

List of Appendices- Overleaf>



Draft Charging Schedule Report of Comments and Responses

List of Appendices

Appendix A- DVS appraisal of Savills’ Zone 2 (50 units) submission
Appendix B- DVS appraisal of Savills’ Zone 2 (100 units) submission
Appendix C- DVS appraisal of Savills’ Zone 3 (50 units) submission
Appendix D- DVS appraisal of Savills’ Zone 3 (100 units) submission
Appendix E- Tabulated summary of DVS CIL rates (with a 30% viability
buffer) arising from appraisals at appendices A to D
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the 825 unit Strategic site

Appendix G- DVS appraisal of a notional residential development scheme at
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the 1850 unit Strategic site

Appendix |- Tabulated summary of DVS CIL rates (with a 30% viability buffer)
arising from appraisals at appendices F to G

Appendix J- DVS appraisal of a notional sheltered housing development
scheme in Zone 3 (higher sales)

Appendix K- DVS appraisal of a notional sheltered housing development
scheme in Zone 3 (lower sales)

Appendix L- DVS appraisal of a notional sheltered housing development
scheme in Zone 2 (Entry level sales)

Appendix M- Tabulated summary of DVS CIL rates (with a 30% viability
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