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Dear Philip 
 

Commentary on the South Gloucestershire Council Statement for CIL Examination in Public 
 

1. Introduction 

1.1 Gerald Eve LLP (GE) on behalf of M&G Real Estate, Intu and Baylis (“the Client”) has been 

instructed to undertake an independent assessment of the proposed CIL charge relating to retail 

development within South Gloucestershire in preparation of the imminent South Gloucestershire 

CIL examination in public (EIP). It is concluded that the proposed rate does not have regard to the 

imposition of CIL on economic viability (Regulation 14 (3)). This letter has been previously 

discussed with the council and commercially sensitive information has been removed.  

 

1.2 The key issues raised in this letter relating to the proposed retail CIL rate are: 

 

A. Proposed zones: The geographical distinction which has been used to define “prime” and “non-

prime” areas is not supported by relevant geographical variation in retail rental evidence. 

 

B. Proposed Retail CIL Rate: The proposed blanket application of CIL rates (£160 psm in Prime 

areas and £120 psm for non-prime) to retail uses does not reflect the significant differences in 

profitability/deliverability of different retail use. 

 

C. Proposed Modifications: The Council’s proposed modifications do not suitably consider the 

impact of necessary infrastructure to deliver a development; captured through S106; and ‘relevant’ 

infrastructure for the purposes of CIL. It is concluded that the proposed rate does not have regard 

to the imposition of CIL on economic viability (Regulation 14 (3).  
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1.3 It is the conclusion of our analysis that the proposed Retail rates do not reach an appropriate 

balance for delivering sustainable retail centre development across the Authority as a whole and 

therefore should be excluded from the proposed Retail CIL banding in both the proposed ‘prime’ 

and ‘non-prime’ areas. We request the opportunity to discuss this further with the Council.  

 

1.4 This letter follows a meeting with South Gloucestershire Council  (“the Council”) and their advisers 

Adams Integra (AI) in July 2014 and relates to the Council’s comments set out in the Summary of 

Responses Statement (REF: CIL 2) September 2014; the CIL Modifications Statement (REF:CIL 4); 

and  the Schedule of Responses (REF: CIL 5). 

 

1.5 We understand that it is the intention of the Client to be represented at the Council’s CIL EIP to 

raise concerns over the impact on overall viability of retail (A1-A5 uses) development in the 

Authority as a result of the proposed CIL rates of £160 psm and £120 psm in prime and non-prime 

locations and in particular those relating to any potential extension of the Mall, Cribbs Causeway.  

 

1.1 This letter supports our Client’s concern’s that the overall impact of the proposed policy obligations, 

including CIL will result in a negative impact on the delivery of retail development, particularly large 

scale retail development, in the authority over the Core Strategy period. Therefore, Gerald Eve 

concludes that the proposed CIL does not satisfy the legislative and policy tests for setting CIL 

rates. These conclusions are made in the context of the CIL Regulations 2010 (as amended), the 

NPPF (2012) and statutory guidance in the Planning Practice Guidance (PPG) on CIL (added on 12 

June 2014). 

 

1.2 The CIL regulations state that charging authorities must strike “an appropriate balance” between 

the desirability of funding from CIL (in whole or in part) the actual and expected total cost of 

infrastructure required to support the development of its area, taking into account other actual and 

expected sources of funding; and “the potential effects (taken as a whole) of the imposition of CIL 

on the economic viability of development across its area”. (Regulation 14). 

 

1.3 In explaining the importance of ensuring viability and deliverability of development, NPPF 

Paragraph 173 states: “Pursuing sustainable development requires careful attention to viability and 

costs in plan-making and decision-taking. Plans should be deliverable. Therefore, 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. To ensure viability, the costs of 
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any requirements likely to be applied to development, such as requirements for affordable housing, 

standards, infrastructure contributions or other requirements should, when taking account of the 

normal cost of development and mitigation, provide competitive returns to a willing land owner and 

willing developer to enable the development to be deliverable.” (Our emphasis) 

 

1.4 The Planning Act 2008 (s211) requires that charging authorities use “appropriate available 

evidence” to inform the preparation of a charging schedule. In explaining this requirement the PPG 

clarifies that charging authorities should sample directly an appropriate range of sites across its 

area (with support from local developers) and that: 

 

“The exercise should focus on strategic sites on which the relevant Plan (the Local Plan in England, 

Local Development Plan in Wales, and the London Plan in London) relies, and those sites where 

the impact of the levy on economic viability is likely to be most significant (such as brownfield 

sites).” (PPG, CIL: evidence and setting rates, Paragraph: 019 Reference ID: 25-019-20140612, 

Revision date: 12 06 2014) 

 

1.5 Paragraph 019 of the PPG also states that for development costs that a “realistic understanding of 

costs is essential to the proper assessment of viability in an area”. .   

 

2. A: Proposed zones 

 

2.1 The Council has stated they consider all forms of retail can support £160 psm within the prime 

areas of the district; GE has therefore investigated this statement further. The Council has 

concluded that their CIL rates should be separated into two bands based upon geography. These 

two zones do not appear to differ between proposed chargeable uses. It would appear that the 

Council has defined the boundary of the prime and non-prime zones using geographical markers 

(in this instance the M4, M5 and the A4174). However, GE is unaware if the relevance of this 

geographical barrier on viability has been robustly demonstrated.  Therefore, GE question AI 

supporting the statement that “all types of retail development in the prime locations can contribute a 

1/3rd higher CIL charge than the rest of the district (CIL Viability Study, Section 8. 8.3 page 28, 

April 2014).”  
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2.2 From our own investigations, using publically available data on Costar Focus, it is not apparent that 

the boundary of the prime and non-prime areas has any impact on viability. For example our 

findings show that current retail space in Yate & Sodbury, in the non-prime area, is achieving circa 

£20-37 psft (£215 psm – £398 psm) for units between 1,000 sft and 2,500 sft; whilst similar rates 

are being achieved in Bradley Stoke and Kingswood, circa £15-20 psft (£161- £215 psm); both in 

the prime area. Furthermore, rents in Hanham (£5 psft/£54 psm), Staple Hill (£8-£18 psft/£86-£193 

psm), Filton (£14 psft/£150 psm) and Hambrook (£8 psft/£86 psm); are all within the prime area but 

are significantly below those of rents identified in the non-prime area.   

 

2.3 There are several smaller units currently available in the Mall, Cribbs Causeway, which 

demonstrate the wide variation in rent levels in a retail area. These units have a size between 1,000 

and 2,500 sft (93 sqm and 232 sqm) resulting in rents between £75-150 psft (£807 psm to £1,614 

psm) with high end rents representing the smaller, stronger pitch properties.  It should be noted that 

this rental evidence does not reflect the large Major Shop Units (MSU) or anchor stores and if 

extrapolated up to represent an entire shopping Centre it would result in an over estimation of 

rental income and therefore misleading and inaccurate results. This is because rental income 

associated with MSUs and Anchor stores is significantly lower on a rate per sq ft basis and by their 

very nature these units make up the majority of the rentable floor space in a shopping centre.  

 

2.4 The evidence collected therefore, suggests that the proposed rents do not reflect the geographical 

distribution applied for the proposed CIL banding. Therefore GE do not consider it reasonable or 

accurate for the Council to consider that that the proposed rate of £160 psm would be sustainable 

for all forms of retail development in the primary areas of the district and that the proposed blanket 

rate will threaten the delivery of the Local Plan. 

 

2.5 In their viability study AI specifically identifies the Mall, Cribbs Causeway and Yate as reasonable 

locations for shopping centre extensions. However, GE would question where else in the authority 

such development could come forward if CIL were to render these locations unviable. In addition 

GE is unaware of any specific assessments being undertaken for these two locations by AI.  

 

2.6 It would appear at this time such development has been represented by generic assumptions, 

which have not been adjusted for location and do not truly reflect the potential development in 

these two locations. To this end GE feel it important to highlight the more detailed issues in the 

assumptions applied in the assessment of shopping centre developments.  
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3. B: Proposed Retail CIL rates. 

 

3.1 In the Councils document REF: CIL 2, the Council has responded in point 3. (pages 10-13) to the 

previous concerns raised in relation to the impact of a holistic retail rate on the delivery of shopping 

centres / malls. The Council consider that that the proposed rate of £160 psm would be sustainable 

for all forms of retail development in the primary areas of the district, including the Mall, and not 

threaten the delivery of the Local Plan.  

 

3.2 The statutory test in regulation 14 (1) (b) is to strike a balance between the desirability of funding 

infrastructure and “the potential effects (taken as a whole) of the imposition of CIL on the economic 

viability of development across its area.”  Whilst the PPG at section 2 on CIL, recognises that viably 

delivering the sites and scale of development identified in the plan may contribute towards this, 

ultimately the statutory test relates to development across the local authority area, not simply the 

delivery of the local plan in isolation. 

 

3.3 The Council have focused their response to that of 4 key issues:  

 

 The methodology for calculating the rate. 

 The variables used in the modelling. 

 The absence of local evidence. 

 The impact of the rate proposed. 

 

3.4 This statement will focus on the Council discussions of the above points; however, it will also 

consider the statement regarding the sustainability of the rate in the prime area. Furthermore, given 

the nature of a potential development at the Mall, and that it may include other uses which would 

not be defined as “Retail” it is important that some commentary is provided on the wider proposed 

CIL rates. No comparison has been presented to other Council proposed or adopted rates as rates 

should be set on specific viability grounds taking into account local authority specifics such as 

geography, economics and planning policy.  
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3.5 The Planning Practice Guidance sets out a number of matters to be considered within the viability 

evidence supporting a charging schedule. This includes using an area based approach, using a 

broad test of viability, using existing data on land values, house prices etc. and an appropriate 

range of types of sites across the administrative area.  There is no suggestion or requirement within 

either the regulations, the NPPF or the PPG that one factor that should be given weight in 

determining the appropriate charging level is comparison with charging rates set by adjacent or 

comparable local authorities. 

 

3.6 The Council highlight that AI modelled two shopping centres in the secondary and primary 

locations, making allowances for higher construction costs, circulation, car parking and landscaping 

associated with a multi-unit retail development, and therefore conclude that their testing was robust. 

This, however, is not evidenced in the breakdown of assumptions used to assess shopping centre 

uses.   

 

3.7 It was acknowledged by the Council that is was difficult to source “good quality appropriate 

evidence of local values and costs associated with this form of retail, mainly due to the commercial 

sensitivity of the information being sought.” The Council made reference to the Client being invited 

to submit additional evidence and that this was not available at the time of the submission to 

examination.  Furthermore the Council state they have now assessed the treatment of CIL for 

shopping centres or shopping malls across the UK and concluded that the rates were comparable 

and therefore reasonable. No local factors or planning policies appear to have been considered, 

making direct comparison of rates spurious and of little relevance and not generally accepted as a 

reasonable approach by Councils in recent CIL examinations.   

 

3.8 This statement will aim to provide further evidence for the Council to consider but, as highlighted, 

due to the sensitivity of the information required, the Client is willing to discuss in a meeting with the 

Council additional evidence for them to consider in reaching a final conclusion, given the 

acknowledgement that the proposed rate is not based on robust evidence.  

 

3.9 However, in the first instance GE does not consider that the Council has addressed a fundamental 

issue with the proposed methodology of appraisal before consideration of the assumptions applied 

to it. Shopping centres are significant developments and represent a large amount of potential retail 

floor space. They are complex in nature with variable rents and yields across tenants, usually with a 

multitude of rents affected by size of store and occupier. They often include an anchor store, which 

is required to generate footfall and usually, whilst having a significant floor area, are at much lower 
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initial rents (circa £1-10 psf). Centres also include wide thoroughfares which often result in a 

significantly poor ratio of net lettable floor area to gross area. They require ample and accessible 

car parking, servicing and plant to run and maintain power output and an ambient temperature. 

They include multiple cores, lifts, escalators and circulation space and are often arranged over 

several floors. They therefore require significant upfront investment and risk to ensure they are 

successful and are usually assessed on an overall investment valuation method. Therefore, the 

internal rate of return (IRR) is usually used to consider viability rather than a return on cost. The 

internal rate of return on an investment or project is the "annualized effective compounded return 

rate” that makes the net present value of all cash flows (both positive and negative), including the 

initial investment and future cash flows, equal to zero. It is found by trial and error by applying 

present values at different rates of interest in turn to the net cash flow. It is sometimes called the 

discounted cash flow rate of return. In development financial viability appraisals the IRR is 

commonly, although not always, calculated on a without-finance basis as a total project IRR. It is 

particularly suitable for use in shopping centre developments because of the way it takes account 

of variations in rental cash flow. 

 

3.10 GE raised concern that the applied methodology by AI does not reflect this type of development. A 

similar point was raised by GE at the Watford CIL examination (July 2014), where the rate was 

reduced from circa £120 psm to £50 psm for high street and shopping centre developments, 

following consideration of the methodology applied and the appropriate variables. The below table 

sets out the fundamental issues raised with the approach taken: 
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Table 1: Showing key issues relating to methodology applied by the Council 

Key AI approach Assumption GE comment 

Rental income  £70 psm Whilst this does reasonably reflect a blended average of 

rents associated with small non anchor retail units within a 

Shopping Centre, it only reflects the smaller units and gives 

no weight to the relationship between overall space taken 

and rent taking account of all retail space including anchor 

stores and Major Shop Units (MSU). 

Area 200 psm (NLA) 

250 psm (GIA)  

or 80% net to 

Gross 

This represents a standard shop in a shopping centre, but it 

is far too simplistic to apply this to  the size and complexity of 

a shopping centre development. Furthermore, the gross to 

net ratio is not comparable to shopping centre formats where 

there are significant areas of landlord area and communal 

space. 

Build Costs £1,047 psm This cost is based upon BCIS for a shop unit in a Shopping 

Centre. It again takes no account of wider costs associated 

with a shopping centre over that of a single unit, such as car 

parking, mall area, public realm, circulation space or plant. 

Development 

Duration 

18 months 18 months is too short a period of time from site acquisition, 

through planning and to completion. A developer of a 

shopping centre will typically require circa 12 months for 

enabling works (service connections and investigations), 

detailed design and construction contracts. Following this 

they will typically require circa 24 months to construct and 

another 12 months for the completed development to be 

appropriately valued, marketed and sold.  

Profit Return 20% on Cost This return measure is inappropriate for a long term 

investment valuation exercise and we consider IRR to be 

more appropriate. IRR is not unduly complex for the purpose 

of assessing CIL and has been used in a significant amount 

of shopping centre viabilities recently – including the 

planning application for the White City Westfield Shopping 

Centre extension. 
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3.11 In essence, the wider context and complexity of a shopping centre has not reasonably been 

considered in the methodology chosen by AI. They have assessed a shop unit within a centre and 

assumed this can be extrapolated up without consideration of the impact on value or costs 

associated with delivering a major retail development.  

 

3.12 To this end GE has undertaken its own assessment which considers a typical shopping centre of 

54,620 sq m. This has been based on the emerging designs relating to a future extension of the 

Mall, Cribbs Causeway. The below table sets out GE’s applied assumptions for considering a 

shopping centre extension development: 

 

Table 2: Showing summary of floor areas assumed by GE for assessment. 

Unit NLA (sq m)* NLA (sq ft) GIA** (sq 

m) 

GIA (sq ft) 

Anchor Store 11,580 124,647 16,543 178,067 

A1-A2 uses 22,810 245,527 32,586 350,753 

A3 uses 3,844 41,377 5,491 59,110 

TOTAL 38,234 411,551 54,620 587,930 

     

Car parking   33,371 359,205 

Landscaping and 

roads 

  15,000 161,460 

*NLA as being the NIA of the retail unit. **GIA as being the GIA of the retail unit + an apportioned part of the overall 

communal areas 

3.13 Whilst we have aggregated the general A1-A2 uses, we have differentiated between restaurant 

(A3) uses and a major anchor store as the associate rents would be significantly different. We have 

identified build costs for a holistic shopping centre; however we have included external works and 

car parking as separate items. The build costs have been based upon a net to gross of 70%, which 

is regarded as a target ratio for shopping centre development given the significant amount of non-

income producing space. We have cash flowed it over an appropriate development period for a 

shopping centre, rather than a single unit. We have then assessed the resultant return of the 

development once completed against a benchmark return of 20% IRR, which is regarded as an 

appropriate rate of return given the sizable risk of delivering such a development. 
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3.14 We note the approach adopted by AI which has been to residualise the land value (including CIL at 

£160 psm on 250 sq m of gross floor space) of the scheme and to compare this to an Existing Use 

Value (plus a premium) for the scheme. AI has concluded in their assessment (2.21 page 11) that 

in the absence of robust existing use values for shopping centres in the area that a mini-residual 

approach is appropriate and has been employed by a number of Council’s in setting their retail 

rates. However, this is only a reasonable approach if it reflects existing use. For example an 

exercise could be undertaken in assessing an existing shopping centre within the authority based 

on rateable values to determine the current asset value. The approach should also reflect the 

“competitive return” a landowner could reasonably expect. This may be in excess of the value in 

existing use plus a premium. The benchmark land value should equate to the market value subject 

to the following assumption: that the value has regard to development plan policies and all other 

material planning considerations and disregards that which is contrary to the development plan. It 

may need to be further adjusted to reflect the emerging policy/CIL charging level. The level of the 

adjustment assumes that site delivery would not be prejudiced. Where an adjustment is made, AI 

should set out their professional opinion underlying the assumptions adopted. These include, as a 

minimum, comments on the state of the market and delivery targets as at the date of assessment. 

 

3.15 However, AI has calculated the EUV based upon a secondary rent and made a minimal allowance 

for refurbishment costs to a scheme 50% the size of their redeveloped unit (i.e 100 sq m NIA). GE 

regards this comparison as inappropriate for this type of development for the below reasons: 

 

i. It is inconsistent with RICS guidance for site specific development which proposes 

that appropriate comparable evidence of land transactions should be considered. 

ii. No supporting evidence has been provided to conclude the applied assumptions to 

the EUV are appropriate.  

iii. No consideration has been given that the site will be a prime pitch and therefore, in 

line with the NPPF will require a competitive purchase price being paid to the land 

owner to enable delivery of the proposed development. This is accordance with 

paragraph 173 of NPPF which states that ‘infrastructure contributions or other 

requirements should, when taking account the normal cost of development and 

mitigation, by competitive returns to a willing land owner and willing developer to 

enable the development to be deliverable. The PPG, at “Competitive Return to 

Developers and Landowners” recognises that competitive returns will vary 

significantly between projects and that a “rigid approach to assumed profit levels 

should be avoided”.  It confirms that a competitive return for the landowner is the 
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price for which a reasonable landowner would be willing to sell the land for 

redevelopment.  It recognises that this should include an incentive  element. 

iv. The land value is inconsistent with earlier AI investigations into anticipated 

commercial land values in the Study area – estimated at circa £1.375m per hectare.  

v. No sensitivity assessment has been considered around the appropriateness of the 

assumptions applied. 

vi. No consideration of alternative use has been considered nor whether the applied 

land value is commercially competitive.  

vii. It has not been robustly demonstrated that the applied premium results in achieving 

a competitive land value.   

viii. The same land value has been used to assess prime and non-prime development. 

This, by definition, cannot be accurate. 

ix. No alternative method has been considered to compare output results to 

demonstrate accuracy. 

 

3.16 To demonstrate the issue with using the approach proposed by AI, GE has calculated the 

benchmark land value for a shopping centre development based on the method adopted by AI in 

their viability assessment: 

 

Table 3: Showing key application of AI’s land value benchmark assessment. 

Proposed Net Floor area 38,324 sq m   

50% of new 19,162 sq m   

AI income estimate £538 psm   

Less voids 3 0.7938  

Capitalisation  8% (12.5) 102,292,600 

Refurbishment costs £120 £2,299,440*  

Fees 7% £160,961  

Total Costs   £2,460,400 

Purchasers Costs  5.75%  

EUV   £99,832,200 

EUV +20%   £119.78m 

£ per ha  7  £17.1m 

  *AI has applied to NIA not GIA. 
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3.17 It would appear based on AI’s approach that the land value benchmark should be circa £119.78m 

for a larger scheme or a land value of £17.1m per hectare. A more immediate issue with this 

approach is the fact the refurbishment works have been applied to the NIA area and not the GIA. If 

this error is adjusted then the land value would be circa £15.5m per hectare. When this is compared 

to the commercial land value AI estimated in their viability assessment (Section 4, 4.1 page 14) of 

circa £1.375m per hectare, it appears to be inconsistent. 

 

3.18 However, issues can also be found with the proposed £1.375m per hectare for commercial land as 

no reference has been made in the AI report to the impact of geography on the proposed land 

value and how it would differ between prime and non-prime zones. Clearly by definition prime and 

non-prime locations will have a difference in land value. GE further note that no amendment was 

made to the land value benchmark applied on the residual method for the non-prime shopping 

centre assessment, which simply cannot be an accurate and consistent assumption. 

 

3.19 In addition to the issues raised above the applied land value presumes that the site is previously 

developed land. While reasonable in its own right; the implications of this have not been fully 

considered as CIL has been applied to the full floor area of the new development with no deduction 

for the existing floor area. Therefore, the approach is inconsistent with valuing such an asset and 

flawed in its comparison to a benchmark land value.  

 

3.20 The Council has concluded that, in the absence of specifically considering a shopping mall, it is 

considered that a fair and reasonable approach is to analyse a single unit within a shopping centre. 

However, it is apparent that the applied unit size and assumptions are not representative of a 

shopping centre. The Council were fully aware they were assessing a shopping centre and there 

are two existing major centres at the Mall, Cribbs Causeway and Yate which could have been used 

as an appropriate base to assess a major development. Furthermore, no mention is made of the 

multitude of national recent planning applications for shopping centres and extensions which could 

have been investigated; most recently the White City Westfield Centre extension or the Watford 

response to shopping centre CIL assessments.   
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3.21 In relation to other Intu centres where Councils have decided to introduce CIL and it has been 

through EIP we have the following rates:  £0 at Uxbridge, £0 at Merry Hill (where we deliver 

significant infrastructure required under planning policy) or £100 if it is ‘standalone’ retail not 

triggering the planning policy infrastructure, £0 at Trafford, £25 in Norwich, £55 at Watford. It 

therefore appears that a number of other authorities have been able to consider the issue of 

shopping centre retail development.  

 

3.22 For the reasons above GE do not consider the methodology for calculating the £160 psm is robust 

and is not in accordance with CIL Guidance, in particular using appropriate evidence.  

 

The variables used in the modelling 

3.23 The Council propose a “blended rate” of £700 psm has been applied based on quoting and passing 

rents at the Mall. The overall average of this evidence was £1,475 psm (though no evidence has 

been demonstrated to support this) which was then adjusted to account for large format department 

stores, voids and incentives. The Council propose that 50% of the average rents is a conservative 

approach. Costar Focus data suggests that average rents at the Mall, Cribbs  Causeway, are 

£1,192 psm for properties with an average size of 170 sq m. Whilst less than the average proposed 

by AI, this evidence does not reasonably consider an anchor store or larger Major Shop Units 

(MSUs). If a single anchor store was added to the evidence of circa 2,500 sq m at a competitive 

rent of £70 psm, then the average rent would reduce to circa £450 psm. This does not take into 

account rent free periods or incentives associated with new retail development space which are 

becoming increasingly onerous upon landlords.  

 

3.24 Whilst there appears to be retail data available on publically available websites such as Costar 

Focus, GE except the general commercially sensitive nature of rents – particularly with anchor 

stores, that has resulted in the Council admitting their evidence base is not robust. In the absence 

of robust market evidence, it is particularly important that the assumptions made are supported by 

an expert witness statement from a suitably experienced retail property specialist. It is 

unreasonable for the Council to not have made more generally appropriate assumptions in respect 

of large anchor retail space. For example House of Fraser in Bristol town centre is approximately 

170,050 sq ft and achieved circa £10 psf rent (£108 psm) which is the public domain.  

 

3.25 Therefore, GE consider that a rent of £700 sqm for the single unit to be inappropriate as whilst this 

may be representative of several retail units within a shopping centre it does not reflect a blended 

average as a shopping centre will often have an anchor store whose rental characteristics can be 
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significantly different to that of other stores within the Centre. Furthermore, other shops will vary in 

rental income depending on pitch and size; as well as availability. Food and Restaurant units will 

also have significantly different rents to A1-A2 uses within a shopping Centre.  

 

3.26 Following discussions with the Client, we have considered the anticipated average rents which 

could be achieved at Mall, Cribbs Causeway. To understand the impact on the proposed CIL on 

shopping extensions in the identified non-prime locations we have also assessed the impact if rents 

and costs are adjusted to reflect retail in Yate. The tables below set out the rents applied by three 

key occupiers. 

 

Table 4: Showing key Primary shopping centre location rentals 

Unit Type Rent £/sq m Rent £/sq ft 

Anchor £75 £7 

A1-A2 Retail  £785 £73 

A3 £377 £35 

 

Table 5: Showing key Secondary shopping centre location rentals 

Unit Type Rent £/sq m Rent £/sq ft 

Anchor £35 £3.25 

A1-A2 Retail  £215 £20 

A3 £108 £10 

 

3.27 Our Client has discussed their experiences, appraisal outcomes and commercially sensitive 

evidence of retail stores to help the Council in their understanding to improve robustness of the 

evidence used to support their approach. 
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3.28 At Section 2.25 of AI’s viability study they conclude that the construction costs applied to the 

scheme come from the recognised RICS Build Cost Information Service (BCIS) and the mean data 

of the shopping centres (rebased for Gloucestershire) has been applied. Whilst the data is current 

and may be accurate to the sample, the sample size of this evidence is only 10 schemes and no 

detail is given on the schemes within the sample, such as an indication of the overall floor area this 

cost should be applied to or whether the sample schemes are prime or non-prime shopping 

centres.  

 

3.29 Given that the issue of build cost has been raised earlier it is disappointing that no further 

investigation has been undertaken by the Council to confirm such a fundamentally important input 

is supported. In discussions with the Council the Client highlighted that the Council should consider 

the British Council for Shopping Centres (BCSC) construction costs data as a reasonable place to 

start for such research. As indicated by the Council, this gave a comparable figure of £3,850 psm 

compared to £1,047 psm; the average between these rates is £2,449 psm.   

 

3.30 It would seem appropriate to consider this a significant variable which should be accounted for, 

however AI concluded that they could find no evidence to support the BCSC rate and therefore 

considered the BCIS figure appropriate, even though no additional evidence to support this 

approach was presented. AI could have contacted BCSC to discuss their work directly to determine 

how the rate had been calculated and if it was appropriate to be used.  

 

3.31 Given the nature of this variable and the impact it will invariably have on the total costs and viability 

of the scheme, GE conclude that the Council should have requested the independent advice of a 

quantity surveyor with retail development experience to consider the appropriateness of the chosen 

variable given the lack of robust evidence available.  

 

3.32 To this end, Sweett Group was commissioned by our Client to provide further clarity on the issue of 

build costs for shopping centres. As summarised in the graph overleaf Sweett have compared 9 

retail centre build costs (including the Mall, Cribbs Causeway proposed development).  
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Fig 1. Showing Sweett build cost benchmarks for Retail centres. 

Q 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

3.33 It is apparent from the evidence of actual development projects that all are significantly higher than 

the BCIS rate of £1,047 psm, albeit below the BCSC rate of £3,850 psm (although this may be 

partly resultant of the different approach to applied floor areas). Sweett consider that build costs 

excluding car park in the projects range from £1,752 – £2,306 psm on the GIA and £2,758 - £3,560 

psm on Retail NIA. For the purpose of assessing the impact of CIL on retail development in South 

Gloucestershire, GE has applied £2,306 psm which reflect Sweett’s assessment and is below the 

mid-point between BCIS and BCSC rates. Sweett estimates the current net to gross ratio of the 

emerging Mall’s designs to be 65%. However for this assessment we have assumed a target ratio 

of 70%. For assessing a development in the non-prime area GE has assumed the lower end of the 

build cost evidence at £1,752 psm. 

 

3.34 GE considers they have undertaken a robust consideration of real and reasonable comparables for 

the purposes of assessing an appropriate CIL rate. The approach is significantly more robust than 

relying on BCIS without further investigation or QS advice.  

 

 



 

 Page 17 

3.35 GE accepts that a number of the other input assumptions applied by AI are reasonable. The table 

below sets out the remaining assumptions applied in our assessment of the impact of CIL on a 

Shopping Centre. It should be noted that no additional costs have been included in the modelling 

for Section 106 costs or S278 costs. It is however possible that S106 would be required to deliver 

certain elements of non-strategic infrastructure such as a bus station or a bridge link. The impact of 

delivering such infrastructure should not be double counted through CIL.  

 

Table 6: Showing comparable assumptions. 

 

 

3.36 Whilst GE has already highlighted the issue with the proposed land value benchmark applied, 

assuming that an extension to the Mall, Cribbs Causeway would require between 5 and 7 hectares 

of land and applying the AI proposed commercial land value of circa £1.375m per hectare supports 

a commercial land value in the range of £7m to £10.5m. For the purpose of this exercise GE has 

assumed a Site Value of £10m.   

 

 

 

 AI GE 

Site Area ? 5-7 hectares 

Site Enabling Works £75 psm £160k per ha 

Build Costs £1,047 psm £2,308 

Externals Works 10% base 10% base 

Car Park £0m £19m 

Construction Contingency 10% 10% 

Developer Contingency - 5% 

Insurances - 0.5% 

Professional Fees 15% 15% 

Letting Fees 15% 15% 

Agents Fees 1% 1% 

Legal Fees 0.75% 0.75% 

Loan Fee 1% 1% 

Interest 7% 7% 
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The impact of the proposed rate 

3.37 GE has run two viability appraisals to reflect a notional shopping centre extension based on values 

and costs associated with the identified Prime and non-prime zones. A sensitivity analysis has also 

been run to demonstrate the impact on viability of varying the A1-A2 retail rental income and build 

costs. 

 

Table 7: Showing Initial Assessment results 

 IRR 

With CIL 

Profit on Cost 

with CIL 

IRR 

Without CIL 

Profit on Cost 

without CIL 

Prime Location  

(CIL £160psm) 
10.1% 7.9% 11.9% 12.3% 

Non-Prime Location  

(CIL £120 psm) 
-24.7% -59.3% -23.9% -57.8% 

 

Table 8: Showing Sensitivity Analysis Varying Rent and Build Cost – Prime Location with CIL 

 

 

 

 

 

 

Table 9: Showing Sensitivity Analysis Varying Rent and Build Cost – Prime Location without CIL 

 

 

 

 

-10.0% -5.0% 0.0% +5.0% +10.0%

10.13% £66 £69 £73 £77 £80

-10.0% £2,075 9.7% 11.6% 13.4% 15.2% 16.9%

-5.0% £2,191 8.1% 9.9% 11.7% 13.5% 15.2%

0.0% £2,306 6.5% 8.3% 10.1% 11.9% 13.5%

+5.0% £2,421 5.0% 6.8% 8.6% 10.3% 12.0%

+10.0% £2,537 3.5% 5.4% 7.1% 8.8% 10.5%

Rent
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u
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d
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o
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-10.0% -5.0% 0.0% +5.0% +10.0%

11.89% £66 £69 £73 £77 £80

-10.0% £2,075 11.6% 13.6% 15.4% 17.3% 19.0%

-5.0% £2,191 9.9% 11.8% 13.6% 15.4% 17.2%

0.0% £2,306 8.2% 10.1% 11.9% 13.7% 15.4%

+5.0% £2,421 6.5% 8.4% 10.2% 12.0% 13.7%

+10.0% £2,537 5.0% 6.9% 8.7% 10.4% 12.1%

Rent

B
u

il
d

 C
o

s
ts
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Table 10: Showing Sensitivity Analysis Varying Rent and Build Cost – Non-Prime Location with 

CIL 

  

 

 

 

 

 

Table 11: Showing Sensitivity Analysis Varying Rent and Build Cost – Non-Prime Location with 

CIL 

 

 

 

 

 

 

3.38 The above results show that a shopping centre in the prime location, based on the reasonable and 

evidenced assumptions above generates an IRR of 11.9% or 12.3% profit on Cost which is 

significantly below a reasonable return of 20% IRR or AI’s proposed 20% profit on cost. If CIL at 

£160 psm is included this return reduces to circa 10.1% IRR or 7.9% profit on Cost. Therefore it is 

apparent that a notional shopping centre in the prime location is not able to achieve a reasonable 

competitive return and pay £160 psm. The results further show that this is also the case for non-

prime locations at a CIL rate of £120 psm. The sensitivity analysis shows that even with reasonable 

improvements to average rents and reductions to proposed costs, the schemes remain unable to 

support a CIL rate.   

-10.0% -5.0% 0.0% +5.0% +10.0%

-24.67% £18 £19 £20 £21 £22

-10.0% £1,577 -24.7% -23.4% -22.2% -21.0% -19.8%

-5.0% £1,664 -26.0% -24.7% -23.5% -22.2% -21.1%

0.0% £1,752 -27.2% -25.9% -24.7% -23.5% -22.3%

+5.0% £1,840 -28.3% -27.0% -25.8% -24.6% -23.5%

+10.0% £1,927 -29.4% -28.1% -26.9% -25.8% -24.6%
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-10.0% -5.0% 0.0% +5.0% +10.0%

-23.88% £18 £19 £20 £21 £22

-10.0% £1,577 -23.9% -22.6% -21.3% -20.0% -18.8%

-5.0% £1,664 -25.2% -23.9% -22.6% -21.4% -20.2%

0.0% £1,752 -26.4% -25.1% -23.9% -22.7% -21.5%

+5.0% £1,840 -27.6% -26.3% -25.1% -23.9% -22.7%

+10.0% £1,927 -28.7% -27.5% -26.2% -25.0% -23.9%

Rent

B
u
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d

 C
o

s
ts
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3.39 GE has therefore used reasonable and robust evidence to demonstrate that the proposed CIL rates 

are not sustainable across all retail types in the prime and non-prime locations in South 

Gloucestershire and that the propose rate will prejudice delivery of development supported by the 

Core Strategy.  

 

3.40 It is understood that a substantial extension to The Mall, Cribbs Causeway, is not identified in the 

Local Plan. The Examiner commented that retail development needs to be sustainable, meeting 

local needs and promoting town centres over out of town development. However, this statement 

has shown that very little consideration has been given to local need in the AI report, with no 

evidence demonstrating that the CIL rates can be supported in many of the key centres within the 

Authority. Furthermore the evidence discussed in this statement demonstrates that the proposed 

prime and non-prime zones for retail are spurious and not related to actual market conditions or 

viability. Therefore, in addition to the methodology and assumptions applied by the Council to 

shopping centres being inaccurate, and lacking supporting evidence, it would appear the zoned 

approach seriously hampers the ability for sustainable retail development within the authority. 

 

3.41 GE therefore conclude that, without significant amendment to the CIL proposals for retail space in 

the Authority the proposed CIL rates will prejudice delivery of development over the Local Plan 

period and are not supported by evidence which demonstrates that the £160 psm would be 

sustainable for all forms of retail in the primary areas of the district, including the Mall. Furthermore, 

GE would also suggest the Council investigate how many secondary retail developments have 

there been in the Authority that have not been part of a mixed use development. Our investigations 

demonstrate that secondary retail development is also unviable, and that CIL charges would make 

them more so. If included in mixed use developments, particularly residential, secondary retail 

could only be provided through being “cross subsidised” by market housing (In much the same way 

as affordable housing is). CIL charge on secondary retail in these developments would have the 

consequence of reducing further the provision of AH. 
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4. C: Proposed Modifications 

 

4.1 In relation to Councils Modifications Statement (REF:CIL4), GE would highlight a number of 

concerns: 

 

 Draft Charging Schedule Appendix A – DCS (table) pg6 [REF:CIL4 pg2] Deletion of 

strategic sites – Should sustainable retail development be strategic? 

 

 Draft Charging Schedule Appendix A – DCS pg6 [REF:CIL4 pg3] Amendment to definition 

of “retail” which CIL is charged to include warehouses clubs. Has this use been tested for 

viability?  

 CIL & S106 Planning Obligations Guide (SPD) Pg5 [REF:CIL4 pg4] CIL may not apply to 

parts of a building which are rarely entered. There may be an argument that much of the plant 

area within a Shopping Centre may be included in this modification. 

 

 CIL & S106 Planning Obligations Guide (SPD) pg15 [REF:CIL4 pg6] That the Council 

recognises that not all schemes will be viable with CIL and S106 therefore, will have to be 

reduced. However, it may not be possible to simple reduce the S106 necessary to mitigate 

shopping centre development. Therefore, the CIL should be set at a level which will enable the 

S106 costs to be achieved. 

 

 Draft Regulation 123 List – Cribbs Causeway Metro Bus Extension [REF:CIL4 pg9] This 

issue may be a direct problem for a potential extension at the Mall, as the bus route at Cribbs 

Causeway is excluded from 123 list and so will need to be funded through 106 which won’t be 

achievable if the CIL is making the scheme unviable? 

 

4.2 Gerald Eve LLP feel that the there is significant risk to the delivery of viable development within the 

Authority as a result of uncertainty towards the interpretation of payment in kind provisions, with a 

real risk that developers are effectively caught for significant costs of infrastructure to make the 

development acceptable in planning terms as well as paying a full CIL. The split between 

necessary infrastructure and relevant infrastructure for CIL purposes has not assisted by the 

Council application of the 123 list and particularly the removal of the Cribbs Causeway Metro Bus 

Extension.  

 



 

 Page 22 

5. Additional CIL issues 

5.1 It is apparent from the weight of evidence and documentation that the CIL viability study has been 

heavily orientated in its nature to considering the impact of CIL on residential development in the 

authority. Given the majority of development within the district is likely to be residential over the 

plan period, this is understandable. However, this bias has led to some questions marks related to 

the other types of development which GE considers remain unsupported by sufficient and robust 

evidence. Whilst these do not at first glance appear directly related to the Client, it is important that 

all issues are highlighted with the approach taken for context. Furthermore, it is important to 

highlight issues with other CIL bands in case they become relevant for any major mixed use, retail 

led development. For simplicity GE has highlighted the key issues identified when considering the 

proposed CIL charging schedule.  

 

Table 12: Showing comments on Proposed CIL rates on various Uses. 

Proposed Use Use Class Comment 

Office B1 No detailed evidence has been provided that defines the 

differentiation between office developments in the “prime 

zone” to that outside it. Therefore is it reasonable to apply £30 

psm across the prime zone? 

Industrial/ Warehouse   B2 & B8 The proposed use is ambiguous and should be undertaken by 

use class to minimise individual development debate to 

consider whether CIL is applicable.  

Hotel C1 No detailed evidence has been provided that defines the 

differentiation between hotel developments in the “prime zone” 

to that outside it.  Therefore is it reasonable to apply £60 psm 

across the prime zone? 

Retail  A1-A5 This is a significant clustering of a multitude of retail types. No 

reference is made in the proposed CIL to size. This includes 

supermarkets, shopping centres, retail warehousing, 

professional services, cafes and restaurants, pubs, estate 

agencies and hot food takeaways. Given the specific nature of 

some of the other chosen uses, it seems inconsistent to 

cluster these diverse uses together under a single CIL charge.  
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Table 13: Showing comments on Proposed CIL rates on various Uses. 

Proposed Use Use Class Comment 

Car Dealership Sui 

Generis 

No detailed evidence has been provided that demonstrates 

that car dealerships viability is different to other Sui Generis 

uses. Is there no other Sui Generis use which could also 

support a CIL rate? Has this been tested? 

Student 

Accommodation 

 No detailed evidence has been provided that defines the 

differentiation between student accommodation developments 

in the “prime zone” to that outside it.  Therefore is it 

reasonable to apply £60 psm across the prime zone? 

Residential and non-

residential institutions, 

including C2, C3 

Sheltered and C3 Extra 

Care 

 Does this cover C4? 

Any other development ? Have all specific uses identified in the permitted development 

order under Sui Generis, D1, D2, C4, C2A, B2 and B8 been 

robustly tested to conclude a payment of £10 psm is suitable 

in all cases? 

 

5.2 Whilst not directly related to retail CIL rates, GE are concerned that there has been a general leap 

between the viability results and the proposed CIL rates and what uses should support a CIL and 

which cannot, without reasonable consideration. Therefore, GE does not consider the proposals 

are robustly supported by evidence and will lead to ambiguity, debate and ultimately frustrate 

delivery in the district.  

 

5.3 Furthermore GE does not consider it reasonable to apply a rate to “any other development” without 

it being robustly proven through viability testing. The approach taken is a direct violation of the CIL 

regulations which require any CIL rate to be robustly supported by evidence. GE would therefore 

question the argument that an untested “diminutive rate” of £10 psm would “unlikely render such 

schemes unviable (CIL Viability Study Section 7, 7.15, Page 27, April 2014)”, if it has been 

concluded through apparent testing, that it would not be viable for an office, industrial, hotel, 

student accommodation or residential institution use in most locations in the authority. A similar 

approach was adopted by Trafford Borough Council and rejected by the appointed Inspector. 
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5.4 It is also concerning that the Council specifically requested that car showrooms / dealerships and 

petrol filling stations be investigated. Whilst this seems reasonable from a planning perspective, the 

fact that “Car Showrooms” has been identified as being non geography specific and can support a 

CIL of £90 psm leads to the ultimate question of whether other Sui Generis uses could support a 

CIL rate and whether the investigation of charge rates is wholly based on viability and evidence. 

Furthermore, assumingly, truck and van and commercial vehicle showrooms are exempt.  

 

6. Conclusion 

 

6.1 The viability outcomes set out above, Gerald Eve LLP propose the following: 

 

 The geographical distinction which has been used to define “prime” and “non-prime” areas is 

not supported by the geographical variation in retail rental evidence. 

 

 The proposed blanket application of CIL rates (£160 psm in Prime areas and £120 psm for non-

prime) to retail uses does not reflect the significant differences in profitability/deliverability of 

different retail use.  

 

 In particular the Council’s proposed modifications do not suitably consider the impact of 

necessary infrastructure to deliver a development; captured through S106; and ‘relevant’ 

infrastructure for the purposes of CIL. It may not be possible to simply reduce the S106 

following the introduction of CIL to enable a development to be viable and therefore CIL should 

be set at a suitable rate to allow necessary site specific infrastructure to be delivered viably.  

 

 A number of the wider proposed CIL rates are ambiguous and not supported by identifiable 

evidence.  

 

6.2 Gerald Eve investigations conclude, having regard to CIL Regulation 14 (3), that the proposed retail 

rate does not have regard to the imposition of CIL on economic viability on shopping centre 

development. Furthermore our view is that the retail CIL rate proposed is not informed by 

appropriate evidence across the area as a whole; and that the Council have not provided relevant 

evidence to support the conclusion that proposed retail CIL rate would be sustainable for all types 

of development in either the ‘prime’ or ‘non-prime’ areas of the Authority. Therefore we do not agree 

the retail CIL rate meets the CIL regulations (CIL Regulation 14 (2)) of achieving an appropriate 

balance between viability and infrastructure need. 
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6.3 Charging authorities should seek early engagement with local developers, others in the property 

industry and infrastructure providers when preparing their charging schedules. Through meetings 

with the Council the issues raise in this letter have been explained to the Council; most recently on 

the 7
th
 of November 2014. I understand that the Council intend to have a further meeting with the 

Client where it is hoped a reasonable compromise to the issues resulting from applying the 

proposed CIL rates. However, based on the above I would advise that the Client requests to be 

heard at the EIP to raise the above concerns to the proposed retail CIL rate and the identified CIL 

modifications above. 

 

 
Yours sincerely 
 
 

 

 
James Brierley 
Partner 
 
jbrierley@geraldeve.com 

Direct tel. +44 (0)20 7333 6262 

Mobile +44 (0)7788 364674 

 

 

 
 

 

 


