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Tesco Stores Ltd (“Tesco”) 

HEARING STATEMENT REGARDING:- 

• “Viability and Delivering the Plan” – M93  

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 M92 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. 

M93:- Is Policy DF1 justified and consistent with national policy, and would it be effective? 

In particular: 

a) Would the policy be effective in helping to ensure the timely delivery of infrastructure 

to support development proposed in the Plan? 

3 Tesco do have concerns with Policy DF1 in its current form. Part A of DF1 places the 

emphasis on the delivery of infrastructure to meet other relevant policies, whereas Part D

places the emphasis on affordable housing as being a ‘priority’. Tesco is unsure whether the 

Mayor is placing equal weighting on infrastructure and affordable housing, or whether the 

Mayor is placing greater weight on the delivery of affordable housing over infrastructure in 

every instance. If the Mayor is placing more weight on the delivery of affordable housing than 

infrastructure then the policy is clearly not effective in helping to ensure the timely delivery of 

1
See Annex 1 of Panel Note No.6 dated November 2018 
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infrastructure to support development proposed in the Plan, and Tesco do have concerns 

over the ‘timely delivery of infrastructure’.

b) Is the approach to viability assessments set out in parts A, B and C consistent with 

national policy and is it necessary for this to be set out in the Plan rather than left to 

be determined at the local level? 

4 DF1 notes that viability assessments for planning applications must be undertaken on a ‘site-

specific’ approach. Problems will however arise when generic and strategic area-wide 

viability studies are used to inform site-specific viability assessments, particularly at local 

decision making levels. There needs to be clear differentiation between an ‘area-wide’ 

strategic aspirational affordable housing context, and also the ability to run financial and 

economic arguments at a local site-specific level. As we have demonstrated in the Tesco 

Reps, when it comes to the delivery of supermarket sites for housing, the affordable housing 

and infrastructure aspirations of the Mayor will not be met on the majority of developments.  

5 Part B of DF1 states that a viability case should be made “prior to submission of an 

application”. It is unclear what this means given that it is only at the determination of a 

planning application that a viability case can in effect be agreed. During the pre-application 

process, iterative scheme design and changes occur to assist with generating a scheme that 

does its best to meet as many planning policy objectives as possible. The viability process 

during the pre-application will inevitably evolve as the scheme changes. Extending the 

viability process over a prolonged period will not necessarily speed up the delivery of housing

or (transport) infrastructure, unless an indication in principle can be provided by the 

determining authority(s).  

c) Is the infrastructure prioritisation set out in part D justified?

6 From the perspective of supermarket operators, and supermarket site owner-occupiers, the 

infrastructure prioritisation set out in part D is not justified. Affordable housing is ‘housing’, 

and the impact of housing needs to be mitigated through planning obligations, and supporting 

infrastructure. The Mayor’s demands for low value/loss making housing, countered against 

Tesco’s own operational objectives will not necessarily incentivise landowners to release

superstore sites and at the same time deliver infrastructure. This is a matter for local level 

determination based on scheme specific viability.  
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Issues that should be determined at local level

7 In summary five principal viability based strands emerge Tesco consider should be 

determined at local site specific level, subject to a viability assessment. These comprise: 

I. Value and cost of new store: This varies considerably due to locational and 

catchment characteristics. 

II. Benchmark Land Value (BLV): the reflection of a premium to be added to the 

existing use value; 

III. Development / construction programme: One of the most complex areas. Can 

what is being proposed be achieved differently thereby achieving a more viable 

scheme i.e. a better approach to phasing.  This involves both construction 

management through to the timing of such costs as BLV and when it should go into 

the appraisal through to residential sales velocity;   

IV. Temporary store and fit out costs: the “round trip of the willing seller of land” 

principle when it comes to operational property; and 

V. Target Rate(s) of return: different risks and therefore returns are necessary for 

alternative schemes. 

Concluding comments

8 Operational landowners, such as Tesco, will only release land for housing if ‘the round trip’

provides a suitable incentive given the inevitable disruption to business during the course of 

development. The developer also requires an appropriate return for the risk in undertaking 

the scheme that is the subject of a planning application and the complexities of 

accommodating not only the operational requirements of the existing business but also policy 

requirements, such as car parking. 

9 The operational site owner has several options: to hold and continue to operate; to redevelop 

for another similar sized or larger facility; or to redevelop for a mixed use scheme. The owner 

of the operational site will only redevelop for a mixed use scheme if it is incentivised to do so.

10 The incentive that a rational owner of an operational facility would require includes: 

a) Expectations of receiving its existing use value plus a premium given a site’s 

development potential; 

b) Compensation for the disruption of costs and having to temporarily relocate during the 

build period notwithstanding the value of the interest including fit-out costs it is 

receiving back as the overall net consideration from a developer. 
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11 In brief in releasing existing operational stores for redevelopment Tesco should be entitled to:

1. The benchmark land value (existing use value plus a premium); 

2. Temporary store costs; and 

3. Fit out costs.  

When receiving back the new store asset or a reduced rent for occupation this would be 

reflected in the calculation of 1. These are all matters for local determination through scheme 

specific viability assessments.  

Gerald Eve LLP 

March 2019 


