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About AspinallVerdi Ochilim"

« Specialist Property Development Consultants

 RICS GP and P&D Surveyors / RTPI

« CIL Viability Studies

« Local Plan / Affordable Housing Viability

« Economic Viability Appraisals for S106

« Heritage - Conservation Deficit / Enabling Dev. Appraisals
« Market Studies to support change of use
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Viability is embedded in the planning system OSP(H?O"

* Informs Policy and Delivery
« Plan Wide Economic Viability Assessments (EVAS)
— Affordable Housing
— Planning Obligations
— Community infrastructure levy (CIL)
« Site Specific EVAs — ‘decision taking’
— S106 site specific infrastructure / affordable housing
— Heritage assets — enabling development
— Compulsory purchase (CPQO) — demonstration of viability



Objectives of the Study OSPCiFCl"

To prepare an Economic Viability Assessment (EVA) of
development across the District to be used as evidence to:

« support the Development Management Policies DPD through
examination

« update the recent Arnside and Silverdale AONB DPD Viability
Study

« underpin the commencement of the Single Local Plan

* make recommendations as to whether the current CIL rates
remain appropriate



Purpose of the Workshop

To explain -

« Whatis CIL?

 Why an Economic Viability Study?
e Our methodology

To engage -

« Appropriate Balance

You to feedback -

 Land Values

e Cost/ Value Assumptions
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A political imperative to viability and Asplnoll
delivery... verd

“Our broken housing market is
one of the greatest barriers to
progress in Britain today” ...

The Rt Hon Theresa May MP,
Prime Minister

Fixing our broken
housing market




spinall
Planning ‘Controls’ Value OePCP

« Town & Country Planning
Act (1947) — Nationalised
N Development
e Land value driven by its
allocated (intended) use

|
PP



Previous Development Gain Taxes

* 1947 ‘Development Charge’

1967 Betterment Levy

1973 Development Gains Tax

1976 Development Land Tax..

« 2005/07 Planning Gain Supplement

« 2012 Community Infrastructure Levy.....
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CIL — Ministerial Foreword (July 2009) OSPCiFG"
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Housing Green Paper.....Homes for the Future: more
affordable, more sustainable (2007)

The long term challenges to deliver homes

Households want excellent public services, transport and
environment

CIL is fairer, clearer, more legitimate and more predictable

CLG Community Infrastructure Levy: Detailed proposals and draft regulations for the
introduction of the Community Infrastructure Levy Consultation (July 2009)



“The Housing Crisis”

12
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High land prices are NOT the cause of high house prices
Residual Land Value methodology

High house prices ‘drive’ high land values

House prices are a function of Supply AND Demand

Demand = function of : population growth, household
formation, migration, immigration, jobs and employment,
access to finance, weight of money etc

Demand is different in London and the South East compared
to the regions



NPPF (spinal

13

Presumption in favour - “making sustainable development
happen”

Meeting objectively assessed development needs with
flexibility to respond to....economic changes

Planning policies should not threaten the viability of
development

p173. Pursuing sustainable development requires careful
attention to viability and costs in plan-making and decision-
taking..... To ensure viability, the costs of any requirements
likely to be applied to development (affordable housing,
infrastructure contributions etc.) should, when taking account
of the normal cost of development, provide competitive
returns to a willing land owner and willing developer to
enable the development to be deliverable



PPG - Viability (spinal

14

Follows NPPF

Ensures that local ‘realities are considered’ and Plans and Decisions
are made on the basis of transparent and evidential bases

Viability ‘assessments should be proportionate’
Site typologies may be used to determine viability at policy level

Plan makers should not plan to the margin of viability but should
allow for a buffer

Current costs and values should be considered

Emphasises the desirability of re-using brownfield land

Land Value should —

— reflect emerging policy requirements and planning obligations

— provide a competitive return to willing developers and land owners
— be informed by comparable, market-based evidence



PPG - CIL (spinal
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Strike an appropriate balance

The levy is expected to have a positive economic effect on
development

Use ‘appropriate available evidence’ to inform their draft
charging schedule — ‘unlikely to be fully comprehensive’

Exercise should focus on strategic sites

Regulations allow charging authorities to apply differential
rates in a flexible way.... BUT, avoid undue complexity



PPG - Other

* | ocal Plans
 Planning Obligations
e Starter Homes

* Housing White Paper implications
* CIL Review

16
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How is Viability Measured? OSPJ]?C'"

...by an Economic Viability Model [Assessment / Analysis ]
Normally on a “residual basis” — Residual Land Value (RLV)
At Plan level....

— Significant number of variables

— Experience and judgement needed — partly due information
limitations

Can be complex and ‘sensitive’ to changes in inputs
— Small changes in some variables have a large impact
— Sensitivity analysis key

17
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Best Practice

fspinal

RICS Professional Guidance, England

Financial viability in planning

Viability Testing
Local Plans

Advice for planning practitioners

Local Housing Delivery Group

Chaired by Sir John Harman

SappOrt el Dy

NHBC
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Appraisal Methodology - Harman ASplnCIII

Review existing
evidence

Agree model &
assumptions

Viability Testing
‘ Local Plans

Advice for planning practitioners

I Hun model, test H Local .
R with case studies F Sl communities

Review outputs,
revise inputs

20



Harman — Viability Testing Local Plans 02%]?0"

Amourd required
for landowners

to sall

Eross

Development

FXicy
MECLATENTIENLE
Value (sales,

rents, AH Profit, finence
value aic.) S overhead
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RICS - Financial Viability In Planning

22

Plnoll

t / Ly "1‘,—-_4‘.:'

RICS Professional Guidance, England

Financial viability in planning




Indicative Land Value Hierarchy OchiJ?O"

23

Argicuitural

Strategic greenfield Employment land  Residential (low]  Residential (high) Town Centre/retail
land




Threshold Land Value ASP'”O"

Existing Use \ : - \ : | Market Value

Value (EUV) (MV)

EUV + Premium MV less
policy adjustment

24



Greenfield sites (Harman) OSPCiFG"

25

There will be a lower threshold (TLV) where the land owner
will simply not sell. This is particularly the case where a
landowner ‘is potentially making a once in a lifetime decision
over whether to sell an asset that may have been in the
family, trust or institution’s ownership for many generations.’

The promotional cost of strategic greenfield sites... ‘This
should be borne in mind when considering the [threshold] land
value adopted for large sites and, in turn, the risks to delivery
of adopting too low a [threshold] that does not adequately and
reasonably reflect the economics of site promotion...’



Guidance on Premiums (HCA) OSPCiFG"

The HCA Area Wide Viability Model (Annex 1 Transparent
Viability Assumptions) is the only source of specific guidance on
the size of the premium. The guidance states:

 There is some practitioner convention on the required
premium above EUV, but this is some way short of consensus
and the views of Planning Inspectors at Examination of Core
Strategy have varied. Benchmarks and evidence from
planning appeals tend to be in a range of 10% to 30% above
EUV in urban areas. For greenfield land, benchmarks tend to
be in a range of 10 to 20 times agricultural value.

26



Mayor of London CIL Inspectors Report OchiFO"

Paragraph 32 of the Examiner’s report (Jan 2012) states:

27

Finally the price paid for development land may be reduced. As with
profit levels there may be cries that this is unrealistic, but a
reduction in development land value is an inherent part of the
CIL concept. It may be argued that such a reduction may be all very
well in the medium to long term but it is impossible in the short term
because of the price already paid/agreed for development land. The
difficulty with that argument is that if accepted the prospect of
raising funds for infrastructure would be forever receding into
the future. In any event in some instances it may be possible for
contracts and options to be re-negotiated in the light of the changed
circumstances arising from the imposition of CIL charges.



Greater Norwich CIL Inspectors Report OSPCiFG"

Paragraph 9 of the Examiner’s report (Dec 2012) states:

28

Bearing in mind that the cost of CIL needs to largely come
out of the land value, it is necessary to establish a threshold
land value i.e. the value at which a typical willing landowner is
likely to release land for development. Based on market
experience in the Norwich area the Councils’ viability work
assumed that a landowner would expect to receive at least
75% of the benchmark [Market] value. Obviously what
individual land owners will accept for their land is very variable
and often depends on their financial circumstances. However
in the absence of any contrary evidence it is reasonable to
see a 25% reduction in benchmark values as the maximum
that should be used in calculating a threshold land value.



Sandwell CIL Inspectors Report OSPJFC'"

Paragraph 16 of the Examiner’s report (Dec 2014) states:

29

The TLV is calculated in the VAs [Viability Assessments] as
being 756% of market land values for each typology.
According to the CA, this way of calculating TLVs is based on
the conclusions of Examiners in the Mayor of London CIL
Report January 2012 and the Greater Norwich Development
Partnership CIL Report December 2012. This methodology
was uncontested.



TLV Caveat — for Plan Wide reports OSPCiFO"

The TLV's contained herein are for ‘high-level’ plan viability purposes
and the appraisals should be read in the context of the TLV sensitivity
tables. It is important to emphasise that the adoption of a particular TLV
£ in the base-case appraisal typologies in no way implies that this
figure can be used by applicants to negotiate site specific planning
applications.

The land value for site specific viability appraisals should be thoroughly
evidenced having regard to the existing use value of the site (as is best
practice in the Mayor of London, Draft Affordable Housing and Viability
SPG, November 2016). l.e. this report is for plan-making purposes and
is ‘without prejudice’ to the Council’s consideration of future site specific
planning applications.

30



Appropriate Balance OSPCiFCIH

31

Too low - Too high -

not enough funding for the
Authority to deliver the
required infrastructure to
support the future
development

‘choking-off’ development
such that economic growth
and development is

/ |\ prevented

Regulation 14 CIL — “appropriate balance”



GDV (inc. AH)
less

» Fees

« S106/CIL

» Build Costs
» Profit

* [nterest etc.

= RLV

32

Aspindll

No. Units / Size
x Density

= size of site (ha)
X TLV (£/ha)

= TLV

© Copyright AspinallVerdi
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Residential Values Market Research Paper

« UK and Regional Market Overview

» Existing Evidence Base on Housing Market Zones
 New Build Achieved Values

* New Build Asking Prices

« Market Housing Value Assumptions

e Supported Living

* Arnside & Silverdale AONB

« Affordable Housing Transfer Values

34
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Average House Prices in England & Wales, OSPciPO"
Cumbria and South Lakeland
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Sub-Market Areas
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House Prices Heat Map, Sub-Market Areas OSP&POH
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Residential Value Assumptions

38

.......

Kendald

Kendal-Rurald

; Peninsulaﬁi FII[I‘IEEEHI
- 1-Bed-Houses= £156,000= £174,000= £155,l]{][}n; £144,000=
2-Bed-Houses= '"EE{}IE,M]EFE::" EE'EB,H]DH: £205,400= £189,600=
' 3-Bed-Houses= EEEE,E(]—DEI - £281 ,3{][}35" £252 2005 £232.8000
- 4-Bed-Houses= EEE:I','l]ﬂﬂq: £391 ,Eﬁi}né - £351 ,D{]ﬁij £324.000=
“SBedHousess | E4290000: T EA78500s E429.000a £396.000%
1-Bed-Flats= - £130,000< £145000= £13ﬁ,'l]{][}nl £120,000=
I'".'E'-E ed-Flatsa £182,000= C£203,000= £182,00 I]I'HE £168.000=

Source:-AspinallVerdi—170926-AspinallVerdi- Value-Assumptions_v51]

Please note that Kendal Rural values have been updated since the

stakeholder consultation workshop due to further evidence and analysis of
unit sizes. See Residential Market Paper.



Affordable Housing Assumptions OSP&PC'"

« Target 35% Affordable Housing (50% in AONB)
* Tenure Split 50% Affordable Rent : 50% LCHO
« LCHO transfer prices -

Property-typefl : Affordable-Housing-Prices{|i
{Minimum-sizes-in-brackets)’= (initialfixed-sale-prices)®
1-bed-flats+(50-sq.-m)a

2-bed-flats-(61-sq.-m)a £85,0082=
1-bed-houses/bungalows-{58"sq.-m)a £92 669%=a
2-bed-houses/bungalows-(70-sq.-m)a £103,5720x
J-bed-houses-(84-sq.-m)o £119,9250e
4-bed-houses-{97-sq.-m)o £136, 278z x

Source:-5LDCY

Please note that LCHO transfer price have been updated since the
stakeholder consultation to reflect inflation. Please see the Residential
Market Paper.

39



Affordable Housing Assumptions (cont.)

« Affordable Rent transfer prices —

40

(e

Property-type-{Minimum-sizes-in- § RP-Typical-Dﬁer-KendaIn; RP-Typical-Offer-

brackets)™ ! Ulverstonn

1-bed-flats-{50-sq.-m)a £62,000= £49,0005x
2-bed-flats-(61-sq.-m)= £79,000= £61,000=x
1-bed-houses/bungalows-(58°sq.-m)= £72,000= £49.0002=
2-bed-houses/bungalows-(70-sq.-m)a £90,000= £63,0009:
3-bed-houses-(84-sq.-m)n £104,000= £76,000==
4-bed-houses-(97-sq.-m)o £123,00 ﬂ"’i Eﬂﬁ.ﬂﬂﬂjn

assumptions™y

What about Kendal Rural and Cartmel Peninsula?

Source:-Email-dated-04/09/2017-"South-La ke|and-\ﬁahility-Stud{.r-—-Affulrda ble-Rent-transfer-price-

Please note that Affordable Rent transfer price have been updated since

the stakeholder consultation following further evidence from local
Registered Providers. Please see the Residential Market Paper.



Arnside & Silverdale AONB Values Qgpg]iw"

2 Bed Houses 3 Bed Houses 4 Bed Houses 5 Bed Houses

AONB £209.000 £281 500 £391 500 £478 500

Source: AspinallVerdi — 170705 Summary Tablesv?

Please note that AONB values have been updated since the stakeholder
consultation workshop due to further evidence and analysis of unit sizes.
See Residential Market Paper.

41



Cost Assumptions — Initial Payments OSP&PC‘"

hem  asumption |comment

Planning Application Allowance for typology Generally x 2 Stat Planning

Professional Fees and fees

reports

Statutory Planning Fees Based on national formula

CIL £55.86 psm with sensitivities up and
(£23.34 psm Ulverston down

Strategic Site)
£0 psm for RES sites

Site specific S106 £1,500 per unit
Please note that the site specific S106 has changed to £1,500.

42



Estate Housing £906 - £1,016 psm

M4(2) Category 2 — +£521 per unit
Accessible and
Adaptable housing

M4(3) Category 3 - +£10,307 per unit
Wheelchair

Adaptable dwellings

External Works +15%

Brownfield £50,000 / acre
Contingency +3%

Aspindll

Lower — Median BCIS
£909 psm Ave EVAs

DCLG housing Standards Review, Final
Implementation Impact Assessment,
March 2015, paragraphs 153 and 157
(all units)

Ditto
(5% of units over 40)

Site clearance / remediation allowance

Please note we have made an additional allowance in the appraisals
equating to 3% of build costs for ‘Normal’ Abnormals.



Cost Assumptions - Other OSP(H?O"

ftem ___________|Assumption | Comments

Professional Fees 6.5% Based on average of recent
EVA evidence

Sales Agent 1% of Sales

Sales Legal 0.5% “

Marketing budget 3% “

44



Residential Cost Assumptions — Finance, OH&P OgPCiFGH

Debit Interest 6.25% Based on average of recent
EVAs. Applies to 100% of

cashflow to include
Finance Fees etc.

Profit on Market Sales 17.5% With sensitivities between
15% and 20%

Profit on Affordable 6%
Housing

45



Residential Typologies OSPCiFCl"

« Based on allocations and likely development in Plan period

« Mix based on SHMA 2017 emerging findings (JG Consulting)
* Unit sizes based on minimum space standards

« Appropriate Densities (22 — 35 dph)

46



Threshold Land Value (TLV)

47

(e

Evidence Base Review
— Land Allocations DPD Viability Study, 2013
— Community Infrastructure Levy Viability Study, 2014
— Community Infrastructure Levy Viability Study Update, 2014
— Arnside and Silverdale AONB DPD Viability Study, 2016
Agricultural / Paddock Land

Residential Development Land

Commercial and Retail
AONB

Bsimem (me! Rasboes gt Teee Dereew e

g e



TLV Assumptions OchiFO"

Uplift
Multi- TLV -
i

: GF! e

SOEREeR Net ( ){net  (per ha) [net {per ha)
per acre) (ne

e Gross {per a{:ret} (per hat} - mﬁ developable) developable) % (per acret} {net)
[nees) P = AL {rounded) {rounded) = {rounded)
Residential (Kendal / Cartmel GF £10,0001 £24 710 75%| £13,333| £32947| 200 E267,000 EG50,0001 21.6%| £340,0000 £840,140
Residential (Kendal Rural / AONB |GF £15,0000 £37,065 75%| £20,0000 £49420( 200 £400,000 £988,0001 23.8%| £525,000) £1,297.275
Residential (Ulverston and Furness|GF £10,0001 £24710[ 75%| £13.333| £32,947| 200 £267,000 £659,0001 11.1%(| £300,0000 £741,300
Residential |All District BF | £200,000| £494,200( 100%)| £200,000( £494,200] 20% £240,000 £593,040 n/a nia nia
Residential |Ulverston and Furness|BF | £150,000] £370650| 100%| £150,000| £370,650| 20% £180,000 £444 730 nfa nia nfa

Within Development

Retail Boundarios BF | £200.000| £494.200| 100%| £200,000 £494.200| 20% £240.000 £693 040 nfa nfa nla
Outside Development
Retail Boundaries (most —1oe | ey 00|  £24.710]  75%| £13.333) £32.947| 200 £267.000 £659.000| 55.6%| £600,000| £1.482600

likely to be Ulverston
Strategic Site)

Cereroe vt ML —
Rural / AONB Residential

|
and Retail (GF) values have EXistingUse | ( J \ T | Market Value
changed since the Value (EUV) (MV)
stakeholder event due to I
48 further evidence. EUV + Premium MV less

policy adjustment



TLV - call for evidence OSPCiFG"

 We would welcome more comparable land value evidence for
all land uses
* We need specific details of:
— the transaction date;
— net and gross site area;
— price paid;
— greenfield / brownfield (existing use)

— planning consent (including affordable housing % and S106
details)

— abnormal costs
« Any confidential information will be treated as such

49



Aspindll

RESIDUAL LAND VALUE
Residual Land Value (gross) 70,407 546
SDLT 70407546 @ 5.0% (4,928,528)
Acquisition Agent fees 70,407.546 @ 1.0% (704,075)
Acquisition Legal fees 70.407.546 @ 0.5% (352,038)
Interest on Land 70.407.546 @ 7.0% (4,928 528)
Residual Land Value (net) 42 496 per plot 59,494,376
1,487,359 £ per ha 601,926 £ per acre
THRESHOLD LAND VALUE
Residential Density 35 dph
Site Area 40.00 ha 98.84 acres
density check 3,323 sgmtha 14,476 sqft/ac
Threshald Land Value 555,975 £ per ha 225,000 £ per acre
15,885 £ per plot 22,239,000

BALANCE
Surplus/(Deficit) 931,384 £ per ha 376,926 £ per acre 37,255,376

GDV (inc. AH)

less

* Fees

- S106/CIL No. Units / Size

« Build Costs x Density

« Profit = size of site (ha)

« Interest etc. XTLV (£/ha)

= RLV =TLV

A



Viability Buffer - Sensitivities 08%[?0"

Balance (RLV - TLV)

51

CIL £psm

1,622,303

AH - % on site
35% 40%
6,896 15,771,69 8,707,076 1,622,303
10 . 35,079,806 14, 7 7,308,730 326,721
3 727 i 5,909,276 (969,003)
4,509,096 (2,264,727)
3,108,081 (3.561,170)

1,705,779
302417
(1.101.284)
mm‘i

d, .2231

11,405.185 5,836, 101

150 9 E’T.M‘l 4,112,533
160 7,749,354 2,387,683
170 5,019,373 661,412
180 9,230,965 4,088,110 (1,066,220)
190 7,294,606 2,255,420 {z,m.aﬁﬂ
200 5,356,664 421,154



Balance (RLY - TLV}

TLV {per ha)

Balance (RLV - TLV)

Density (dph}

52

AH - % on site
1,622,303 10% 15% 20% 25% 30% 5% 40%
600,000
700,000

800,000 18,226,295
900,000 10,306,264 3345433
1,000,000 2,566,232  (4,484,598)
1,100,000 {5,263,799)  (12,314,630)
1,200,000 |
1,300,000
1,400,000
AH - % on site
1,622,303 0% 15% 20% 75% 0% 35% 0%

H55658H



Balance (RLV - TLV)

Profit (private sales)

1,622,303 10% 15% 20% Sk 2o

53

35% 40%
' 12,010,153
7855013
(455,267)

15%
16% 15; ;
e 10,877,035
18% 6,537,116
o 2.197.997




Supported Living Market Values OSPJFOH

« Retirement Living / Sheltered Housing Value Assumptions -

No. of Beds Unit Price

1-Bed £213.000

2-Bed £300,000 £4.000
Source: AspinallVerdi

« Extra-Care Housing Value Assumptions -

No. of Beds Unit Price

1-Bec £266,000 £4.433

2-Bed £375,000 £4 687

Source: AspinallVerdi

54



Supported Living - Additional Assumptions OSPJFC'"

_ Sheltered Housing Extra-Care Housing

No. of units 55 60
Development Density (dph) 125 100
1 Bed unit size (sgm) 50 60
2 Bed unit size (sqm) 75 80
Non-chargeable communal 75% 65%

space (net-to-gross)

55



Supported Living — Construction OngPC‘"

Sheltered Housing £1,107 - £1,264 psm Lower — Median BCIS

Extra Care Housing +4% Based on RHG Viability
Base Data evidence

External Works +10% These schemes generally
have less external areas
(e.g. less car parking). This
is consistent with the
higher development
density assumptions

Contingency +3%

56



Retail/Commercial — Value Assumptions

57

Typology Rent Epsm  Yield % Rent Free

Kendal & Kendal Rural Offices £125 (E11.63 psf) 8.0% 12 months

Cartmel & Ulverston Offices E100 (£9.30 psf) 8.5% 12 months

Kendal, Cartmel & Ulverston 12 months

£55 (£5.12 psf) 8.5%

Industrial

Kendal Rural Industrial £75 (£6.98 psf) 8.0% 12 months

Supermarkets (4,000 sqm) £165 (£15.35 psf) 55% 12 months

Medium Supermarket (700 sqm) £165 (£15.35 psf) 55% & months

Express Store (200 sqm) £160 (£14.88 psf) 55% & months

Discount Supermarkets 12 months
£155 (£14.42 psf) 6.0%

(1,700 sqm)

Retail Warehouses (350 sqm) £120 (£11.16 psf) 6.5% 12 months

Source: AspinallVerdi

Please note that office and industrial yields have changed since the
stakeholder event in light of new evidence.
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Retail/Commercial OSPCiFO"

« Retail CIL - Validate and update existing CIL

« Speculative Commercial CIL — previously not viable — unlikely
to change
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Overview

a0~
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Introduction

CIL / Local Plan Viability Context
Methodology

Research and Emerging Assumptions
Feedback and Next Steps
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Draft Documents to be issued....

You should receive the following papers —

« Policies Review matrix (SLDC & AONB)

« Typologies matrix (Residential, AONB, Retail)
« Residential Market review paper

 Land Market review paper

« Retail and Commercial Market review paper
« Viability Report (front end)

* + these presentation slides
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Feedback @g%ﬁloﬂ

Send written observations/evidence to —

« Laura Chamberlain, Senior Policy Planner

« South Lakeland District Council | South Lakeland House |
Lowther Street | Kendal | Cumbria | LA9 4DQ

« Email: laura.chamberlain@southlakeland.gov.uk
*  Or: development.plans@southlakeland.gov.uk
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Next Steps OSPJFC'"

 Review Workshop Feedback
* Run Viability Appraisals
* Prepare recommendations / Report to Members

« Timescale for preparation of DPDs (Development
Management Policies DPD and Arnside and Silverdale AONB
DPD) — Submission end of 2017

« Examination Spring 2018

* New single Local Plan — evidence base work has commenced
and aiming for adoption 2021
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Any other questions...? OSPCiFCIII
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This is your chance to inform the study
Do not wait until the Examination to introduce evidence!



End
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Aspinall



