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Tesco Stores Ltd (“Tesco”) 

HEARING STATEMENT REGARDING:- 

• “Viability and Delivering the Plan” – M92  

Introduction

1 This statement directly addresses the panel’s questions in relation to “Viability and Delivering 

the Plan”, in the context of the NPPF 2012, and also the revised NPPF of 19 February 2019. 

We comment specifically on matters that are relevant to Tesco as a property owner and retail 

operator, in answering matters M92 and M931.  

2 We are aware that M92 and M93 are considered as separate matters and address them as 

such, however we will cross refer to our hearing statement in respect of M93 in this statement 

and vice versa. In doing so it allows to also comment on aspects of the Plan that are relevant 

to both, such as:  

I. The London Plan Viability Study (“the LPVS”) of December 2017; 

II. Tesco’s viability representations of March 2018 (“the Tesco Reps”); 

III. The Summary Consultation response by the GLA during August 2018 the Tesco Reps 

(“the GLA Summary Response”); 

IV. Key parts of the Addendum Viability Study (“the Addendum LPVS”) of November 

2018; and  

V. Important outstanding issues that need to be raised, having regard to I - IV above. 

M92 - Would the cumulative cost of the policy requirements set out in the Plan, along with 

any other national and local requirements, threaten the economic viability of development 

and put implementation of the Plan at serious risk?2

3 Tesco is concerned that the cumulative cost of policy requirements will put implementation of 

the plan at serious risk. Tesco has identified redevelopment opportunities on sites it occupies 

that could lead to the construction of circa 10,000 homes in London. The Plan needs to 

explicitly recognise the operational requirements of food retailers who operate on large sites. 

There needs to be a business case to vacate or redevelop operational property in order for

the ‘landowner’ to receive a ‘competitive return’3, in order to bring sites forward. In the case of 

1
See Annex 1 of Panel Note No.6 dated November 2018 

2
 NPPF (2012) paragraphs 173 and 174.   

3
 NPPF (2012) paragraph 173 
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the February 2019 NPPF and PPG, there should be an incentive above the ‘existing use 

value’4 5, to bring supermarket sites forward.  

4 The LPVS, and associated ‘Technical Report’ made no reference to supermarket sites or 

operational properties/sites suitable for major regeneration/redevelopment. We submitted the 

Tesco Reps which appraised actual schemes that fall within the over store development 

typologies, schemes which are approved, submitted and proposed.  

5 The typologies put forward in the Tesco Reps were underpinned by an existing (supermarket) 

operation, and re-provision with a mix of uses. We tested whether the redevelopment of 

these sites (typologies) was deliverable having regard to the proposed policies and their 

application in the Plan. 

6 Recent planning applications6  and planning appeals7 within London boroughs have helped 

illustrate, in a number of instances that 35% affordable housing is not achievable on sites 

with existing operational food retail stores. Whilst an aspirational target, the Mayors SPG 

does state that the Mayor “does not and cannot set a fixed affordable housing requirement”8. 

7 The Tesco Reps indicated that 35% affordable housing across the whole of London is not 

achievable when it comes to assessing the redevelopment of operational assets such as 

food-retail stores, in all but a small number of cases.   

8 The GLA Summary Response to the Tesco Reps made a number of comments which Tesco 

consider are inconsistent with the Plan and also the NPPF9.  

9 The GLA Summary Response stated that if the “store is not being lost as part of the 

development the landowner does not need to be compensated for loss of the existing asset”. 

This comment contradicts the premise within the NPPF, and the Mayor’s SPG that all 

landowners (which include supermarket operators) should be incentivised to release land for 

housing. 

10 Furthermore, the GLA Summary Response stated that “landowners should not receive 

compensation for interruption of trade and the costs of provision of a temporary retail store”. 

4
 Viability National Planning Guidance (“NPPG”) (2018) paragraph 13 

5
 Mayor’s Affordable Housing & Viability SPG (August 2017) (“the Mayor’s SPG”) 

6
APP/E5900/W17/3190685  

7
 APP/W5780/W/16/3164036 

8
 Paragraph 2.1 of Part Two of the Mayor’s Affordable Housing & Viability SPG (August 2017)  SPG 

9
 Both 2012 and 2019 versions of the NPPF 
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Taking this approach does not incentivise superstore landowners. Owner-occupiers, such as 

Tesco, need to balance the risks of forgoing business trade (food-retail) against the release 

of their land for redevelopment. Tesco is first and foremost a food retailer, decisions that 

impact their core business need to be carefully weighed and balanced. Loss of trade even for 

a short period, or trading from a compromised store (such as a temporary store or a store 

with inadequate parking provision) can have repercussions on future trade as customers 

change their shopping habits and find alternative stores, or shop online.  

11 Finally, the GLA Summary Response stated that “the target [development] profit should 

reflect the lower risk in developing the food store, compared with a speculative development, 

taking into account the continued demand for the store from the operator / developer”. 

Reducing target profit must only be the case in an owner occupation scenario. Where 

ownership and occupation are separate, then a market based target return (risk) needs to be 

adjusted accordingly, to account for the uncertainty of securing an occupier. The GLA 

Summary Response did not offer any benchmarking (opinion based, or an empirical evidence 

base) when it comes to target returns10 for the redevelopment of supermarkets. 

12 The GLA Summary Response appears to argue that there should be no premium to the land 

owner, and also no return to the developer. This is wholly inconsistent with the NPPF, NPG

and professional guidance.  

13 The (July 2018) NPG at Paragraph 018 suggests 15% to 20% of gross development value 

may be an appropriate return.  No attempt in the LPVS has been made to vary the returns 

adopted (15%) to examine the effect of a higher rate of return in accordance with the range 

within the NPG. The Tesco Reps illustrated that only in a small number of cases can 35% 

affordable housing be achieved, therefore the majority of supermarket site redevelopments 

containing 35% affordable housing achieve returns significantly below 15% GDV, and can 

therefore be considered to be unviable and therefore undeliverable. In order for supermarket 

sites to come forward for delivery, the landowners (often owner occupiers) need to be 

incentivised to release their land above the existing use value, and developers need suitable 

market adjusted returns to mitigate the risks of delivering complex schemes.  

14 The Addendum LPVS introduced new typologies, and ‘Mixed-Use’ case studies for analysis. 

MU5 and MU6 are the supermarket case studies. It again concludes that 35% affordable 

10
 Paragraph 173 of 2012 NPPF; paragraph 10 of 2018 NPG; and, paragraphs 3.35 and 3.36 of the Mayor’s 

Affordable Housing & Viability SPG (August 2017) SPG 
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housing is viable on supermarket sites across London. This is wholly inconsistent with the 

results in the Tesco Reps. The Addendum LPVS typologies could not be accurately 

modelled, due to the extreme headline nature of inputs and the inability of the GLA Toolkit to 

deal with large mixed-use schemes.  Following a request for and on receipt of, the GLA 

Toolkit appraisals, it was apparent that whilst raw data was inputted into each Toolkit, the 

modelling remained hidden and no detailed cashflow analysis was provided. This lack of 

transparency has been a long standing issue with the GLA Toolkit, and is therefore 

inconsistent with national policy.  

15 In relation to typologies MU5 and MU6 there is no differentiation between the standard retail 

values (rents and yields) that have been modelled and of supermarket values. No explanation 

is given as to why these inputs are the same. We would expect valuations of supermarkets to 

have completely different characteristics to ‘standard retail’ units. It therefore appears that 

there has not been a thorough and robust analysis undertaken on supermarket values across 

London. Notwithstanding this, any supermarket inputs referenced in the LPVS or the 

Addendum LPVS would not be relevant when looking specifically at individual sites, given the 

lack of detailed evidence put forward in both documents and also the diverse locational 

factors which determine values across London. The LPVS being an area-wide assessment is 

as such a generic level analysis where the typologies appraised cannot account for the 

diverse and real typologies that exist across London. A more robust and accurate way of 

measuring these typologies would be to evidence them at borough level. In other words, the 

viability of supermarket site typologies should be dealt with in local plans. The London Plan 

cannot be prescriptive because of the scale of diverse typologies across the 32 Boroughs of 

London, and the City Corporation.  

16 There is also little detail with regard to the assessment of construction costs within the LPVS.

The approach to building up a cost report for the redevelopment of supermarket sites is a

highly complex exercise. Local policy and store trading requirements may need a re-provision 

of car-parking, which can be delivered through a variety of different design solutions (in the 

main these would be at basement levels or under croft).  The LPVS cost exercise for MU5 

and MU6 does not adequately deal with these real construction complexities. The high level 

nature of the construction cost approach means that the margin for error in the appraisals is 

significant as a result.  

17 Whilst Section 8 and Annex J provide a reference point to BLV, it is quite clear that none of 
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the references include or contain supermarket use. An exercise should have been 

undertaken to understand what supermarket sites (both in use and for redevelopment) are 

trading at.   

18 Redevelopment of its land is secondary to Tesco’s core business, and if the potential losses 

incurred due to temporary closure of part or all of the store are not protected or compensated, 

then sites will not come forward for housing. Given the complex nature of the redevelopment 

of individual supermarket sites, the generic approach taken in the LPVS to cost and value 

inputs is wholly inadequate at a site specific level. Should the viability of supermarket sites be 

assessed on the basis of MU5 and MU6 of the LPVS, it would threaten the economic viability 

of development on these types of sites and put implementation of the Plan and Policy H1B 

(2)(b) in particular at serious risk. 

19 In conclusion, Tesco consider the policy requirements set out in the Plan, irrespective of any 

other national and local requirements, would threaten the economic viability of development 

and put implementation of the Plan at serious risk because the “policy requirements” are not 

soundly based on sufficiently detailed evidence. This high level and wholly inadequate 

approach to appraising MU5 and MU6 typologies in the LVPS makes the target based 

policies relating to the redevelopment of trading superstore sites thoroughly unreliable. 

Targets should be set at local borough level on a sound and local evidence base. Boroughs 

need discretion in the Plan to set their own targets.  

Gerald Eve LLP 

March 2019 


