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Emailed to developmentplans@derwentside.gov.uk
Derwentside District Council

Civic Centre

Consett

Durham

DH8 5JA

26 June 07

Dear Sir or Madam

Derwentside Draft Interim Affordable Housing Policy

Thank you for giving the Home Builders Federation (HBF) the opportunity to comment on the above document. The HBF have considered the proposed document and have made the following observations:
1.0 Introduction

 Evidence Base

The Local Development Scheme (LDS) does not provide for the production of Supplementary Planning Document (SPD) regarding affordable housing although it may be intended that the Planning Obligations SPD would include affordable housing. Therefore, for this interim document to have any planning status it has to relate to existing saved Local Plan policies. However, there is no Local Plan Policy that generally provides for affordable housing requirements. Policy H08 expects provision of affordable housing but only in relation to 5 allocated sites.

The absence of a statutory plan basis for this document means that it is in conflict with PPS3, paragraph 29, and PPS12, paragraph 5.22 to 5.24. This document amounts to an attempt to make policy outside of the statutory framework and as such the document should be accorded little weight in the consideration of any planning application.

If the Council seeks to apply this document to a planning application in advance of an appropriate adopted statutory document, then it is likely that such an attempt will be challenged and, at the least, an appeal will result and costs will be sought.

In February 2007, the Council consulted on its Core Strategy Issues and Options report, which at question H03 raised three options for a potential affordable housing policy. Before the preferred option can be taken forward into a Core Strategy and tested for soundness, it appears that the Council is seeking to pre-judge the outcome of a potential policy. This is not a proper process. It is essential that this policy is subject to rigorous independent examination through an inquiry process and not be brought forward without being tested. The attempted use of SPD in this way seeks to avoid this independent testing and is not acceptable.

The HBF objects to the determination of affordable housing targets based on Housing Needs Assessment. Whilst the HBF recognises that this has been carried out recently (2006), it is important to note that such surveys are now changing and the Government is to place increased emphasis on Housing Market Assessments.  The HBF is concerned that until this work is complete the policy is not founded on a robust and credible evidence base. The Housing Needs Assessment (HNA) is based on a familiar methodology that has been used elsewhere. However, this methodology consistently produces results of a claimed high level of affordable need which is subsequently challenged at appeal.

It is interesting to note that the HNA states the affordable requirement in Derwentside is “significantly below averages found in other Fordham Research assessments both nationally and regionally” yet the policy still manages to come forward with a requirement of 50% affordable provision, which is comparable to the highest levels of affordable requirement anywhere in the country. Such a result is not credible. The requirement is a direct consequence of seeking to provide for the whole of the alleged need to be fulfilled over 5 years set against the total dwelling requirement as expressed in the RSS. The result is an unviable policy and in similar circumstances other authorities have proposed a policy which is much more likely to be deliverable. For example in Blyth Valley, when the HNA produced an alleged 83% requirement, the resultant policy was 30%. It is considered that only in the most exceptional circumstances within Derwentside would a scheme be viable with the requirement for 50% affordable housing. 

The Council should ensure that a proper Housing Market Assessment is undertaken with the full involvement of the property industry in order to help underpin the evidence base for any policies and requirements. PPS3 (Annex C) gives the requirements of the outputs from Housing Market Assessments and states assessments should be prepared collaboratively with stakeholders, suggesting that the involvement of the industry is a key part of the methodology.

3.0 What is Affordable Housing? 

Paragraph 3.2: Types of Affordable Housing 

The HBF believes that discounted market housing should also be considered as part of the housing mix as it provides housing for those households at the lower end of the market who would otherwise be concealed or occupy a social rented or intermediate dwelling.  This should be offset against the affordable housing requirement.

6.0 Affordable Housing Targets 

In relation to the targets for affordable housing provision, proper and full regard must be had to the overall viability of schemes in setting any requirements. The HBF believes that the 50% target is too high, and overly onerous on developers. It should be remembered that in order to make housing more affordable, there needs to be more housing built in total. PPS3 requires local authorities to balance the need to provide affordable housing in association with new development against the need to ensure that housing requirements are met. Should more affordable housing be required, then in theory the selling price of the market housing will need to be increased in order to cover the costs of providing more as the developer gets the least returns from this affordable housing products. Unfortunately raising the selling price is not possible in a competitive market and in fact the introduction of a significant proportion of affordable housing will actually depress selling prices. The effect will ultimately be to widen the affordability gap. This will ultimately widen the affordability gap.  Therefore, it is essential that an appropriate balance be struck in order to balance needs.

In a district such as Derwentside where, with the exception of the more affluent rural villages, the majority of the urban areas such as Consett, Stanley, Anfield Plain etc, are of such character that the aims of the Council should be to secure regeneration and diversification of tenure and improve the housing offer to existing residents and potential migrants into the area. Land values in Derwentside are relatively low but development costs are high due to the need for remediation and infrastructure provision. Currently on sites, which are not subject to this policy, the land value is such that it is barely worthwhile the landowner bringing the land forward. The effect of this policy would be to reduce land values by 50% before remediation or other costs are taken into account and so the end result would be a negative land value

A more flexible approach to the delivery of any affordable housing requirement should be employed, with targets being determined on a site by site basis; taking on board whether or not public grant funding is available. The provision of affordable housing in respect of any site must be related to the requirements of the area in which the site is located. If not, then an alternative approach/requirement has to be properly considered.

Paragraph 6.6

The HBF objects to the developer having to undertake a full financial appraisal of the scheme and this being assessed by an independent financial consultant. Authorities can seek to negotiate with developers and can request open book accounting but it cannot expect or require it.  Furthermore, different developers and development schemes will operate to different cost and profits and it will be difficult for a third party to comment on what is, and what is not, financially appropriate.

7.0 When will the Policy be applied?

Paragraph 7.1 Site Thresholds

The HBF objects to the thresholds of 15 dwellings/ 0.5ha or more in the Consett and Stanley areas; and 5 dwellings/ 0.2 ha or more in the Derwent Valley and Lancaster Rural areas, for the implementation of affordable housing. It must be recognised that affordable housing requirements must not be so onerous that they threaten the delivery of the Council’s overall housing requirement. The Council has 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. Clearly any lower thresholds set will need to both comply with national guidance, and also be properly backed up by a sound evidence base which the Council has not demonstrated. 

9.0 Affordable housing provision off site and financial contribution 

Paragraph 9.7 

The HBF is concerned about the requirement for developers to pay contributions before 50% of the open market dwellings granted planning permission have been completed. 50% market completion does not mean 50% sales secured and income received. The completion and transfer of all the affordable units, especially if spread across a site, may not be practical in terms of completing the development in an organised manner. Each case should be judged on its merits without a pre-conceived level being set. It is reasonable to ensure that the affordable housing is completed before the whole site is finished but there are numerous variations possible dependant on individual circumstances.

If affordable provision is met by a financial contribution then the Council must provide a commitment to spend that money in a particular location over a specified time period. Without that commitment the payment of the contribution is not reasonable in the terms set out in Circular 05/2005.

Ten years is too long a time period for the returning of contributions in order to reasonably maintain a relationship between the contribution and the benefit to satisfy the tests in Circular 05/2005. The return of contributions should be made if they are not committed by the completion of the development or no more than 5 years in all other cases.

10.0 Mix

It is not for the Council to dictate precise levels of housing mix, this is something that only the market can address taking on board the latest information in respect of the types of housing sought in each housing market area. The target for 50% of affordable housing provision to rent and 50% to be a form of low cost home ownership such as shared ownership may not always be appropriate. Therefore, the HBF would like to emphasise that this should be determined on a site by site basis. 

Paragraph 10.2

It is unreasonable for the Council to set itself against any particular requirement for the size of affordable housing. This must be determined on a site by site basis, in discussion with RSLs. Therefore, Paragraph 10.2 should be omitted.

11.0 Pepper Potting 

The HBF objects to the requirement that affordable housing be well integrated or “pepper potted” into a residential scheme. This is not always possible and very much depends on local circumstances. Additionally it is likely to have a further negative impact on the viability of the development. We support the view that particularly in relation to larger development sites the affordable housing should be provided in small clusters. However, the proposed limit of 5 to 8 affordable units is too low and should be raised. Past experience has shown that RSLs prefer higher clusters for management purposes anyway.  

15.0 Perpetuity 

It is usual that a section 106 Agreement will provide for an offer to be made to a RSL then if they do not accept, a further offer to a second RSL and if they refuse then sale is permitted on the open market subject to the payment of a financial contribution to the Council. In these circumstances it is not possible to impose a planning condition because it is after the event. It would be totally unreasonable to prevent occupation of general market housing before the affordable housing has been built as that may not be appropriate in terms of the sensible build sequence of a site. In addition an agreement with an RSL can take 12 months before it is concluded and it would be uneconomic to have built properties unoccupied for that period.

16.0 Ensuring provision goes to the most needy: nominations and allocations

Preventing commencement of development before a contract with an RSL has been signed is again unreasonable. Contracts can take a long time before signature as details of specification, etc are agreed and negotiated. This requirement would unreasonably hold up development. Indeed if it were necessary to factor in a years delay to commencement of a site it could prove uneconomic to build.

19.0 Pre- application discussions and planning applications 

HBF objects to the requirements set out in Appendix 3, to be included in the statement indicating that the following standards have been met:

a) Housing Corporation’s Scheme Development Standard (SDS)

b) Lifetime Homes standard

c) Code for Sustainable Homes 3 star

d) Building for Life silver standard

e) Wheelchair accessibility

The HBF believes these requirements to be overly onerous on developers. Affordable housing already significantly negatively impacts development viability and putting extra requirements (e.g. environmental standards, lifetime homes) on housing will increase this problem. The number one sustainability issue should be to ensure that everyone has the opportunity of a decent and affordable home, which meets there needs. 

Overall the HBF regards an increase in housing supply as by far the most long term solution to housing under- supply and poor affordability thereby meeting the needs of all sectors of the community.

Thank you again for giving the HBF the opportunity to comment. We trust you will take our comments into account and look forward to receiving further information regarding the progress of the document.

Yours faithfully,

Laura Edwards

Laura Edwards (maternity cover for Gina Bourne)

Regional Planner – Northern Region
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