Planning Policy Team, DDES

FREEPOST NEA 10667

City of Lincoln Council

Lincoln LN1 1BR

27th April 2006

Dear Mr Boughey, 

City of Lincoln LDF - Affordable Housing Preferred Options Report, Sustainability Appraisal and Feasibility Study (Donaldsons LLP) 

Thank you for giving the Home Builders Federation an opportunity to comment on the above mentioned documents relating to affordable housing provision. 

General:

I have made comments below on behalf of the HBF primarily in relation to the content of the consultation document and its sustainability appraisal.

Further comments are also attached in Appendix 1. These relate specifically to the Feasibility Report prepared for the Council by Donaldsons LLP, and been produced by Terry Fuller, Chair of the HBF Affordable Housing Group.

Specific matters:

In relation to the specific content of the document the HBF would also like to make the following points:

Circular 6/98

The Federation would strongly emphasise the fact that at present, approved Government policy on affordable housing is contained within Circular 6/98. Whilst it is the case that more recent draft forms of revised policy have been published for consultation purposes, none of them have yet been adopted in a final form. Therefore, these all lack the policy status afforded to Circular 6/98.   

Consequently, it is not appropriate for the Council to dismiss the role of low-cost market housing, or redefine the stated definition of affordable housing in the context of Circular 6/98, which is still fully operational as national planning policy.

PPS12

PPS12 test of soundness vii requires DPD policies to represent the most appropriate in all the circumstances, having considered the relevant alternatives, and that they are founded on a robust and credible evidence base. 

There is no evidence that there is a robust or credible evidence to substantiate the proposed new affordable housing requirement on developers, particularly in relation to the financial implications of the policy requirement on development viability. This will particularly introduce uncertainty in relation to local plan allocation sites, whereby much higher affordable housing requirements might be sought now than when they were first allocated. Thus having significant cost implications for landowners and developers, which might threaten overall housing delivery. 

Evidence Base

HBF is concerned that there is not a sufficiently robust evidence base to justify the approach adopted. 

The Council’s approach is founded largely on the basis of housing need. Yet this is only part of the story. Affordable housing policy is supposed to be informed by far more than just housing need as is clear from Circular 6/98 (paragraph 10) as well as the draft changes to PPG3/PPS3.. Also, local authorities are now required to ensure the production of full local housing market assessments to provide a ‘robust and credible’ evidence base for their policies, not just a traditional housing needs survey. 

These must be carried out in full consultation with stakeholders. Their use in developing affordable housing policies should be clear and transparent. However, to my knowledge no such survey has been instigated, and it is not clear precisely how the results of the needs assessment that has been carried out has informed the policy approach now put forward other than establishing there is a high need for affordable housing. 

Option 3.4

The impact of setting a target of up to 30% for affordable housing on all development sites of 5 dwellings or more in Central Lincoln and Swanpool, and 20% for Outer Lincoln is strongly challenged. Furthermore, national planning guidance does not currently support thresholds as low as 5 dwellings in large urban settlements.

The Council has failed to consider a vital matter that, the very fact that thresholds are lowered is likely to reduce the supply of smaller sites coming to the market. There appears to have been no attempt to take this viability / supply matter into account anywhere in the justification for this proposed approach. 

The Donaldson’s Feasibility Study Report is considered to be significantly flawed as it fails to give proper regard to the true economic viability of development sites, and that in particular it fails to take on board particular development costs that will have a major bearing on site viability. 

The Chair of the HBF Affordable Working Group has set out in more detail (see Appendix 1) major weaknesses in the findings of the Feasibility Study, these include:

· Viability – many site development costs are omitted, and proper regard has not been had to high site development costs (e.g. flood defences and road infrastructure);

· Developer’s Profit – the profit margins identified are unrealistically low;

· Mix – there are major differences between the Housing Needs Study and the Feasibility Study, particularly in relation to the need for 2- bedroom accommodation. The Council should ensure that a Housing Market Assessment is undertaken in order that the full range of housing requirements are properly identified;

· Tenure – there appears to be an over emphasis on social rented accommodation, and an under occupation of additional dwellings;

· Pepperpotting – there should be a more flexible approach in terms of specific numbers of affordable housing per tranche;

· Planning Conditions and Planning Obligations – it must be recognised that affordable housing is but only one likely planning gain requirement amongst others. Although it is important, it is both unrealistic and inappropriate to always expect it to be given automatic priority over all other types of requirement necessary in order to make a development sustainable.

· Free Serviced Land – this requirement is considered to be both contrary to Circular 5/05 and unlawful. 

Public Subsidy

The rules, regulations, practices and procedures for delivery of affordable housing are currently in a state of great uncertainty at the moment. Traditional local authority social housing grant has long since gone and with it, the degree of control local authorities have over precisely how affordable housing is provided and who provides it. This is even more so now that it is not just housing associations that are eligible to bid for Housing Corporation funding. All of this means that future approaches to the delivery of affordable housing will be very different to the way in which the system has operated until recently. 

Whilst the Council may have its preferred RSL partners, it will not be in a position in future to expect delivery to be by these partners other than in exceptional circumstances. What are now ‘exceptional’ circumstances will soon become the norm. For the same reason it will need to adopt a more flexible approach to affordable housing provision, not only in terms of who provides it, but also in terms of what is sought. Consequently, it is inappropriate to refer to ‘the majority of need (76%) can only be met through providing social rented housing (property owned and managed by either the Council or a Housing Association). 

The availability of subsidy will also be a key factor in this and will require a cascade approach to provision rather than strictly adhering to traditional tenures if the provision of affordable housing is not to be stifled due to lack of funding. The LDF should address this issue under the heading of public subsidy and should refer to the cascade mechanism to ensure that sites continue to come forward.

ODPM Consultation Paper ‘Planning for Mixed Communities’ (January 2005) also emphasises the importance of understanding prevailing housing market conditions when setting affordable housing requirement levels:

10. In determining the amount of affordable housing to be sought on sites, local planning authorities should balance the need for affordable housing against the likely development potential of sites. This relationship may vary across the plan area. This will mean taking into account the implications of competing land uses and making realistic assumptions about levels of public subsidy likely to be available (based on priorities set out in the regional housing strategy and discussions with the Housing Corporation)”. 

The LDF will need to make adequate reference to the importance of the availability of public funding. The above-mentioned Consultation Paper makes specific comment on the use of a cascade or fallback mechanism where public funding is lacking (paragraph 16 refers). To this end, HBF strongly welcomes and advocates the cascade mechanism approach to affordable housing provision.

The text will also need to relate any affordable housing requirement to other planning gains being sought by the Local Authority, or to the overall viability of individual development sites (again matters highlighted in national planning policy).

Tenure

The same applies to tenure. Policy should not be prescriptive as the aim of the council should be to meet the housing needs of all. There will be a whole host of reasons why it will not be possible to achieve the same affordable housing solution on two sites, not least of which is the availability of funding. Therefore the policy should aim to meet a variety of housing need and should be responsive to the particular needs of each individual site. 

Tenure should not be determined solely by the level of need for social rented housing to meet the needs of the minority so much as what is the best planning solution for the site in terms of creating sustainable, mixed and balanced communities. Therefore the policy should not be prescriptive on tenure but should aim to meet a variety of housing need and should be responsive to the particular needs of each individual site. 

There should be no arbitrary city wide target based heavily around one particular type of housing tenure (usually social rented accommodation provided by RSL’s). Instead, policies should aim to meet the housing needs of all, based upon the findings of Housing Market Assessments. This may well mean different target percentages or numbers being identified for different types of housing tenure.

Targets

Turning to the percentage target, Circular 6/98 allows authorities to set targets in plans for the number of affordable homes to be provided throughout an area and to set indicative targets for specific suitable sites. The latter may be expressed as a number or a percentage of units to be accommodated on the site. However, the former should only be expressed as a number. This is because Government is keen to ensure that the provision of affordable housing is needs based and those needs vary from settlement to settlement and site to site.

Open Book Accounting

The development industry is opposed to open book accounting. It does not consider it is appropriate for local authorities to seek to decide what is an appropriate profit margin for any particular development. This inevitably is different between developers, and between developments, dependent upon particular circumstances at the time. Furthermore, there is no policy justification for the Council seeking to pursue such an approach either at a national or local level. 

SUSTAINABILITY APPRAISAL

It must be recognised that there may well be aspects of the requirements which conflict with other sustainability priorities. In that regard I am thinking of the financial implications of these requirements. The number one sustainability objective should be to ensure that everyone has the opportunity of a decent and affordable home. 

The Federation considers that the provision of affordable housing is inextricably linked to the delivery of an adequate supply of housing overall and the two must be considered together. 

It is clearly the case that the imposition of these requirements as they stand could have a significant impact on development viability which could conceivably prevent development occurring so being counter-productive to the achievement of this key sustainability objective. Yet the financial implications of the requirements are not fully and properly assessed. Nor are the implications for ensuring that everyone has the opportunity of a decent home.

Summary and Conclusions

The provision of affordable housing is needs based and takes into account site specific considerations and those needs and site characteristics vary from settlement to settlement and site to site. Insufficient regard is given to the financial viability of allocated sites, and to other financial requirements sought from them by other policy requirements in the Local Plan.

The Plan fails to link the affordable housing requirements in any way to the availability of public grant funding for affordable housing provision. Reference should be made to the cascade mechanism approach.

The Council’s approach is too inflexible, and it is not clear how the changes in policy will be capable of delivering the affordable housing levels sought given the constraints on the scope for implementing them, and the absence of significant additional housing numbers.

Test vii of the tests of soundness set out at paragraph 4.24 of PPS12 requires strategies and policies in development plan documents to be founded on a robust and credible evidence base. The Feasibility Study is not considered by the HBF to provide a robust and credible up to date evidence base for the proposed affordable housing requirements set out in the Preferred Options Report. 

The Federation believes, therefore, that the Council should withdraw the LDF, and re-appraise the Feasibility Study in order that it will be robust enough to withstand full and proper scrutiny by an independent Inspector at a future Public Inquiry.

I look forward to the acknowledgment of these comments in due course. If the HBF can be of any further assistance please do not hesitate to contact me.

Consultation

The HBF looks forward to being consulted on all future relevant LDF documents. It would appreciate being advised in writing either when any such document is being adopted, or when any DPD is being submitted to the Secretary of State.

Yours sincerely,

Paul Cronk

HBF Regional Planner 

(East Midlands & Eastern Regions)

APPENDIX 1 TO CONSULTATION RESPONSE TO “LOCAL DEVELOPMENT FRAMEWORK CONSULTATION 2006 

– PREFERRED OPTIONS REPORT FOR AFFORDABLE HOUSING”

- Terry Fuller,

Chair of HBF 

Affordable Housing 

Working Group

The HBF has reviewed the Document prepared by Donaldsons on behalf of the Council and concludes that it is vague in many areas and misleading. The report has not detailed how it arrived at any of the suggested land values, nor has it justified in any terms the 30% affordable housing on free serviced land nor the need for 15 dwelling pepperpotting.

The HBF would welcome a round table debate with the council (with or without Donaldsons) in order to discuss this matter further.

In the meantime we have set out our details critique of the report and would ask that all the background figures and calculations are made public before any further progress is made on the LDF.

Critique.

PPS1 paragraphs 26(iii) and (iv) state that planning authorities should:

“(iii)
not impose disproportionate costs, in terms of environmental and social impacts, or by unnecessarily constraining otherwise beneficial economic or social development.
(iv) have regard to the resources likely to be available for implementation and the costs likely to be incurred, and be realistic about what can be implemented over the period of the plan.”

Whilst we support the Council in its approach of trying to assess the financial impact of a 30% target affordable housing policy, for the approach to be robust and to have any weight attached to it, the financial viability needs to have been assessed clearly and properly. In our opinion it has failed. 

Viability

The Feasibility Study has taken the upper limit of sales values in the area, assumed a likely density and taken into account only relatively few of the Section 106 planning gain obligations which inevitably will be required by the Council.

To illustrate this point, we set out below what appears to be in the calculation for residual land value:
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£1.485m per acre residual land value
In the absence of a full calculation of ALL costs, it is not possible for the Feasibility Study to determine that land value is £1.485mpa.  Equally, if the Council does not publish the full details for examination and also annex them to the LDF or as a Supplementary Planning Document as a justification for its policy, the Council cannot properly justify asking developers to provide financial details on an “open book” basis.

The £1.485m is misleading for the reasons shown above, as is the calculation of residential land value for private housing development only, since this calculation assumes that land for affordable housing is “free and serviced”.  Since land is never “free” it is important, if the viability assessment is to have any credibility, that the cost burden in this regard is shown clearly, i.e. the full relevant costs are known, a position which is clearly not the case in relation to the residential land value calculation, where the great majority of relevant costs are wholly unknown.

The Feasibility Study proposals include 8% social rented accommodation without any recourse to SHG, without any viability to support this assumption. 

It is considered essential, if the Feasibility Study is to have any credibility, for full disclosure of how the authors of the Report arrived at a figure of 8% together with the 15% social rented proposal in the event of “modest” SHG.  In this regard, in addition to full disclosure of the calculation, the definition of “modest” SHG needs to be clarified.

Developers Profit

The 15% assumed in the Feasibility Study is not a profit margin that any major UK house builder works towards, as illustrated by the following taken from annual accounts and reports:

George Wimpey Homes

22% (2004)

Persimmon Homes

           23% (2005)

Bellway Homes


20% (2005)

Redrow Homes


20% (2005)

Berkeley Homes

           21% (2005)

The Feasibility Study is therefore unrealistic and should be redrafted to allow for a minimum of 22% profit margin on revenue, not 15%.

Further, in relation to the Western Growth Corridor, because of the size of the site and also its location, it has major infrastructure costs in relation to transportation, flood mitigation and necessary crossing of a railway.  These exceptional costs have not in any way been acknowledged, let alone addressed.

Accordingly, for the Feasibility Study to claim that, “Swanpool could deliver 30% houses as affordable” is patently not proven or justified.

For the Council to pursue a policy on this basis, could result in sterilisation of development land, contrary to PPS1 and Lincoln’s vision of economic growth and development.

Mix

The HNS indicates that the greatest need in dwelling type is for 1 and 3 bed units, not 2 bed units, where there is a gross oversupply.  

However, the Feasibility Study recommends significantly more 2 bed dwellings, without any justification.

Either the HNS is incorrect or, the Feasibility Study is incorrect.  In any event, there is a major contradiction which has to be addressed, with then further explanation and detail made available to the public to enable meaningful consultation response.

Tenure

The HBF has no objection to a tenure preference by the Council, but the case for more social rented accommodation has not been made, when by the Council’s own admission it has 30% under occupation of existing dwellings.  A better use of stock and assets would be the best way forward, rather than merely adding to stock and perpetuating under occupation.

Scheme Design Standards and Eco Homes

Where the Feasibility Study makes reference to Scheme Design Standards and Eco Homes, this should be subject to the caveat that any such requirements cannot be contrary to the current building regulations.

Pepperpotting

The proposed affordable housing tranches of 15 units has not been justified.  There is no research based evidence of customer preference to support the choice of 15 as a tranche.

The Housing Corporation report “Challenging Perception” dated March 2005, did not support pepperpotting, rather good design and well managed homes would have been appropriate to achieve social inclusion.  

Further, there are numerous relevant Secretary of State and Inspector Decisions, some of which support or require pepperpotting, some of which recognise that placing affordable housing into tranches is appropriate.  In relation to Lincoln, if the City Council prefers tranches, we have no objection provided the policy document does not specify the number of units in those tranches and provided this is dealt with on a phase by phase basis.

Planning Conditions and Planning Obligations

Section 3 of the Feasibility Study should recognise that again there should be flexibility as to whether there should be conditions or obligations and that it depends on the nature of the commitment that is being secured at the time of granting planning permission.

Further and in any event, paragraph 3.3 of the Feasibility Study, in suggesting a “priority” in respect of Section 106 “Policies” ignores the fact that each of the matters referred to in the “priority list” are equally necessary in any development scheme.  To place affordable housing above transportation, education or provision in public open space, is entirely inappropriate and misleading.

Free Serviced Land

The requirement for Free Serviced Land is contrary to Circular 5/05 B35 ([paragraph 12]): “standard charges should not be applied in blanket form regardless of actual impacts”.  Moreover, the Housing Corporation is not a planning body, it has no control over planning matters and any directive is of little weight.

Furthermore, the requirement for Free Serviced Land is unlawful in that it is a confiscation of a property asset without compensation and the concept of Free Serviced Land has been rejected by the Inspector in the Inquiry relating to Tewkesbury Local Plan.

Conclusion 

The Council’s preferred affordable housing policy of 30% on large sites is based upon a weak financial premise in the Feasibility Study.  Because the viability is exceptionally weak, it follows that its conclusion and recommendation is also weak.

Accordingly, we do not support the proposed policy change as it fails Circulars 6/98, 5/05, PPS1 and PPS3.

We would support a 20% affordable housing policy that was tenure neutral, and would receive a substantial Social Housing Grant.
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