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REDUCTIONS IN THE SALE PRICES OF PROPERTY AFTER THE ISUBJECT: 1 INITIAL BIDS 

1. 

2. 

3. 

PURPOSE OF REPORT 

This report sets out the reasons why sale prices are reduced, identifies possible solutions to 
the problems arising from these reductions and suggests ways to lessen their impact. 

BACKGROUND 

Members are aware that reports are submitted to the Committee and Subcommittee intimating 
that during the negotiations to conclude property disposals, unforeseen or uncalculable 
problems arise. The cost of solving these problems, the main ones of which are set out below, 
generally are deducted from the sale price as they had not been available to the bidders at the 
time of marketing. 

SOURCES OF PRICE REDUCTIONS 

There are 3 main sources of costs which lead to price reductions, i.e.:- 

a Poor ground conditions, e.g. former mine workings. 

b Contamination of the land. 

C Differences between design proposals submitted and those approved through the 
Planning process. 

a GROUND STABILITY 

It is not possible to identify the costs of dealing with poor underground conditions 
until a full site investigation (S I) has been carried out. This will reveal the works 
necessary to make the land sufficiently stable to allow the proposed development to 
take place. Bidders for development sites in particular will not commit to carrying 
out S I works until they have been informed that they are the successful bidder. Often 
they will not commit to this expenditure until missives are concluded. This can cause 
substantial delays in settling transactions and is a major problem where competing 
offers are close to each other. A situation may arise where the top offer after 
deductions is less than the second offer before deductions. Negotiations are then 
opened with the second bidder incurring more delay. 

(I) 
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b CONTAMINATED LAND 

The issue of contamination in the soil has become very important, particularly for 
house builders. New Environmental legislation will highlight this problem even 
further with a return to a version of the Contaminated Land Register. 

Bidders will not know if the site is contaminated until they have carried out a soils 
analysis. As in (a) above, they are unlikely to commit expenditure until the legal 
process has been advanced resulting in the same problems. 

C PLANNING DIFFERENCES 

Most property, particularly development sites, are marketed using a Development 
Brief which amongst other things gives guidance on Planning and Transportation 
issues. However, these are guidelines only, allowing developers to come up with 
innovative schemes. This process can lead to the draft schemes accompanying offers 
being unacceptable in Planning and Transportation terms. Therefore, proposals are 
altered before submission for Planning Consent which in some cases reduce the return 
to the developer, e.g. by reducing the number of houses that can be built, who in turn 
will seek to have this fall in profit deducted from the sale price. 

4. PROBLEM SOLVING OPTIONS 

The problems associated with the above are threefold, i.e.:- 

a Uncertainty in the reliability of the initial bid. 

b Delays in concluding the sales which has an effect on accurate prediction of capital 
receipt level. 

C Inability to always be able to compare like with like in the analysing bids. 

The possible solutions outlined below attempt to deal with at least one of the above. 

A GROUND STABILITY 

1 NLC carry out a full S I urior to advertising 

On the face of it, this should eliminate the requirement for the bidders to 
carry out any investigation themselves. However, at 21,000 per bore hole, it 
is likely to be a very expensive up front cost for the Council, particularly if it 
is a large site which is being sold. The developers are also likely to be 
reluctant to accept this investigation as they like to have a S I carried out to 
their specification and particularly to match the proposed layout. 

NLC will provide a desk top survey .. 
11 

Design Services have confirmed that they could provide guide information on 
ground stability for inclusion in the Brief. This would not eliminate the 
requirement for a S I to be carried out by the developer. However, bidders 
would be required to make allowance for any potential costs revealed by the 
study. The bids should then be more comparable and any future reductions 
less than if ideal conditions are assumed as happens now. 

2 
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... 
111 NLC pay back the actual costs 

The Council would conclude the transaction at the full bid price conditional 
on the actual costs incurred in treating the ground stability problems being 
repaid by the Council. 

Such a solution has the obvious risk that if the actual costs were higher than 
the estimate, then the sale price would be reduced even further. I 

Other considerations include:- 

1 There is a practical problem in NLC overseeing the contract but this 
should be surmountable. 

2 Once the works had started, it would be difficult to have a limit on 
expenditure, otherwise the Council would be liable for aborted 
expenditure. 

The repayment of the costs may occur in a different financial year. 
This would have to be allowed for in the Capital Expenditure 
Programme but the gross receipt coming in may be useful for 
cashflow in years where receipts are a problem. 

3 0 

B CONTAMINATION 

The options here are very much the same as those in A above and both issues are 
likely to be dealt with together when it comes to delivering a developable site. 

The only difference would be in the equivalent to A (ii). Here, Design Services use a 
Specialist Company to provide a historic record giving lists of previous users and 
services which might affect the site. The current cost of this varies but is around 
€600. Whilst it would be expensive to apply to all sales, it would be cost effective in 
larger or suspect "brownfield" sites. 

C PLANNING DIFFERENCES 

The objective here is to strike a balance within the Development Brief between 
allowing flexibility and creativity and imposing sufficient controls to avoid bids 
based on completely unacceptable schemes. 

@ 

The options therefore would be to have Development Briefs that:- 

1 Have an absolute minimum of requirements 

These would allow complete freedom but would make comparing the bids 
almost impossible as eventually the developers would have to submit a 
Planning Application which may very well change the whole concept. 

.. 
11 Have completely prescriptive widelines 

These would result in fairly uniform developments stifling creativity. 
However, the bids would be comparable and there would be unlikely to be 
any future price reductions. 

3 
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... 
111 Have a compromise between the extremes of (i) and (iil 

The Brief would include a list of Planning and Transportation requirements 
which were fixed and could not be varied. These would be kept to the 
minimum necessary to meet the constraints of each site. Any breach in these 
guidelines would permit the rejection of the bid. However, the developers 
would have leeway for innovation within these boundaries. 

5. CONCLUSIONS 

It is clear from the above and from previous experience that it is not likely that any 
adjustment to bid prices can be satisfactorily eliminated. However, it is proposed that 
utilising some of the options outlined above will either cut down the number of changes or 
will reduce the amount by which any prices are altered. It is not recommended that a 
definitive approach be taken to each marketing exercise but that in individual appropriate 
cases steps are taken to try to avoid large changes in prices after offers are received. It is felt 
that the need to retain flexibility is important to try to ensure both quality developments and 
best prices. 

The approaches which will be used in the majority of cases are desk top surveys, 
contaminated history reports and a tightening of the planning conditions in the Development 
Briefs. 

The others, particularly those involving significant expenditure by the Council in advance, 
may be appropriate in exceptional cases. 

6. RECOMMENDATION 

That the Committee endorses the approach set out in Section 5 and otherwise notes for 
information the content of this report. 

GAVIN WHITEFIELD 
Director of Housing & Property Services 
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