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BY EMAIL ONLY

Dear Ms Beuden
SOUTHWARK: AFFORDABLE HOUSING DRAFT SPD
Thank you for consulting with the HBF on Southwark’s draft Affordable Housing SPD. 
My first comment would be that this representation must be read alongside my earlier representation on Southwark’s residential design standards SPD dated 19th February. It is difficult to know how to respond to some of the draft guidance in this document since, in its drafting, it would appear to have had little regard to this earlier representation in which I raised serious concerns regarding the impact of these standards on residential development viability. When both these documents are taken together we do have serious concerns about the ability of Southwark to maintain an adequate supply of new housing across the borough. 
Given the impact that this draft guidance could have – if adopted – on development viability and, consequently, housing supply, we feel that the document (as with the residential standards SPD) must be withdrawn and the requirements publicly tested through the LDF process by incorporating these policies in the Core Strategy. 
The following comments are made by section:

1.1
In bullet point 3 the council writes that the purpose of the document is to provide developers with more certainty with regard to delivering affordable housing and the costs associated with this. But this statement of objective is immediately undermined on the opposite page when in the final paragraph of section 1.3 the council states the future Area Action Plans and SPDs relating to specific sites “may identify more site and area specific guidance, standards and targets for maximising the provision of affordable housing. Applicants are strongly encouraged to seek advice from our planning officers at the pre-application stage to make sure that all relevant policies relating to proposals are considered.” This is far from reassuring for house builders and suggests the very opposite of a uniform approach to calculating affordable housing provision in Southwark that will only add further to developer uncertainty. 
We should point out that PPS12 paragraph 2.44 states that new policies which have an impact on development viability should not be introduced through SPDs. Local and site variations cannot be set out in SPDs although we accept that in the case of Area Action Plans (AAPs) these may specify higher affordable housing targets in certain locations (or indeed 100% affordable housing on some developments) but significantly unlike SPDs, AAPs are subject to external, and independent examination as part of the LDF process.
Section 2: What is affordable housing
1.

We note that the council carried out a Housing Needs Survey in 2006. However, it should be commissioning a Strategic Housing Market Assessment (to complement the forthcoming GLA Strategic Housing Market Assessment). Paragraph 22 of PPS3 states that the likely proportions of housing tenure and size must be based upon the findings of a Strategic Housing Market Assessment (SHMA) – in other words a robust and credible evidence base. The CLG Practice Guidance describes how SHMAs differ from previous housing studies such as the old Housing Needs Assessments in that they focus upon meeting market need as much as predicting social housing need.  The Council may wish to contribute to the forthcoming GLA sponsored study and augment this by participating in a sub-regional study. 

2.4 

The concept of key worker or essential workers is a discreditable one and hardly conducive to creating sustainable communities.  It conveys the impression that the lower paid such as cleaners, shop workers, waiters, security guards, bank clerks etc are no more important to the economy than certain types of public servant. The failure to provide all groups, whatever the nature of their employment, with access to housing is as much a threat to social inclusion and mixed neighbourhoods as lack of affordability is for the aforementioned professions. We therefore recommend that any policy seeking to give preferential treatment to ‘key workers’ is dropped. The equitable solution must be to increase housing supply by increasing the supply of developable land, and not to ration housing to certain groups. We recommend that the concept is dropped from this SPD and the core strategy in due course when the latter document comes to be revised.  

Section 3: Getting the right amount of affordable housing
We welcome the reference to the need to ensure development viability in paragraph 3.1(2) but if affordable housing quotas are pitched too high and this is combined with highly subjective local design standards and demanding section 106 obligations, then viability will most certainly be an issue. We should point out that the impact of any undersupply in housing delivery will be felt most acutely by those only modestly remunerated but also ineligible for affordable or intermediate housing.

Fact Box 4 
Despite searching in this and associated documents, I have been unable to uncover the rationale for the divisions between social and intermediate housing as set out by area. While this has been set out in the Southwark Plan (2007) there does not appear to be a robust and credible evidence base for this policy in accordance with PPS12 test of soundness vii. 

For this reason, we feel this policy must be deleted from this SPD and tested instead through the process of the emerging Core Strategy. 
Map 1

As with the table setting out the local variations in the division between social and intermediate housing, I have been unable to uncover any rational for the division between the quotas of affordable housing delivered in different parts of the borough. This policy, consequently, does not appear to be based on robust and credible evidence and should be deleted from this draft SPD and instead tested through the emerging Core Strategy consultation process. 

3.5
The document states that for every affordable housing unit provided that meets wheelchair standards, one less affordable habitable room will be required. But how does this relate to the council’s design standards and the requirement to increase the number of rooms in affordable homes (see for example section 4.2 and table 1)?

This seeming contradiction should be clarified and, if necessary, the residential design standards SPD, as well as this document, should be amended or clarified accordingly. 

3.6: The sequential approach

We do not understand how this requirement can work: if the developer cannot provide the required amount of affordable housing on-site, then it is hardly likely that it will be viable to deliver the stipulated amount either off-site or via an in-lieu payment. If the residual value of the site is insufficient to persuade the landowner to exchange his land with the developer, then there will need to be some compromise over the number of affordable habitable rooms that can be delivered, or else the scale of the s106 obligation levied reduced (it might be possible to reduce the latter to ensure the delivery of affordable homes at the percentage desired if scale of the obligation being sought is chiefly responsible for generating a negative residual value). This would be in accordance with London Plan policy 3A.10 which states that affordable housing targets should be applied flexibly, taking into account site costs, availability of subsidy and other scheme requirements (including s106 priorities). 
The document needs to explain how it will then treat off-site provision if affordable housing proves unviable there too, and also what it will do if the making of an in-lieu payment renders the development unviable. The solution, surely, is to accept a lower proportion of affordable housing on-site, or, if development is also unviable off-site, to accept a lower proportion of affordable housing here too?
We do not follow what is being suggested in the final paragraph of this section. Southwark guidance (see for example section 4.3 of this draft SPD) and PPS3 state that affordable housing should be indistinguishable in design and specification to market housing. Yet in this last paragraph suggests that where affordable housing does not work alongside structures of historic or architecturally interest then it can be provided off-site. But if the affordable housing is incompatible, then so surely will the market housing since they will have both been built to the same specification? 
But if the council is saying that the context of the heritage location will demand a much higher specification of design and this, therefore, may render the provision of affordable housing unviable on this site and therefore off-site provision will be necessary, then this needs to be stated more clearly.
Section 4: Getting the right mix of affordable housing
4.1: Developments between 10-14 housing units

The middle part of this section is poorly set out and its meaning is unclear. This could be redrafted to read:
“In these circumstances intermediate housing will be provided at the following locations:

1. In the Elephant & Castle Opportunity Area etc... .

In all other locations the type of affordable housing (social rented or intermediate) will be decided on a site-by-site basis. ...”

4.2: what mix of housing sizes should there be?

In accordance with PPS3 Southwark cannot determine the size, type and tenure of market homes. Based upon market and commercial information available to them housebuilders are the best placed to respond to market demand in specific areas. This section should be amended by deleting any reference to the type, size and tenure of market housing. 
4.3: Design and integration of affordable housing

To repeat what I said in my earlier representation on Southwark’s residential design standards SPD, the Council may wish to achieve high design standards (minimum of Code level 4 on all developments; the majority of dwellings built to have two or more bedrooms; all homes built to Lifetime Homes standards) but the corollary of this will be far fewer affordable homes built overall. There is very little scope to negotiate down on the land purchase price, despite the optimism of the council and this is confirmed by the GLA’s own Economic Bulletin Current Issues Note 20: the housing market and the economic climate, page 10, which sounds a cautionary note on the likelihood that land vendors will accept lower prices.  

Any standards set must have some possibility of being achieved. For this reason paragraph 33 of the new Supplement to PPS1 makes it quite clear that the setting of ‘blanket’ targets at borough wide level is impermissible. Any local target set should have regard for site viability and the need to sustain housing construction. To quote from paragraph 33:

“in the case of housing development and when setting development area or site-specific expectations, (the local planning authority should) demonstrate that the proposed approach is consistent with securing the expected supply and pace of housing development shown in the housing trajectory required by PPS3, and does not inhibit the provision of affordable housing”

Setting high and complex design standards will add considerably to the overall build cost. Indeed, the result of such a policy is likely to benefit only the more affluent, since the homes constructed to all these standards will only be affordable to them and not to most ordinary members of the public. Increasing the number of homes is an important social objective, and we must remember that not everyone will be eligible for, or indeed wants to live, in an affordable home. The imposition of very high design standards, therefore, could result in rendering market housing either less affordable for those on more modest salaries or that the total cost of construction (including obligations) may render the whole development unviable if the market segment at which it is aimed is unable to buy the product (with the scenario whereby housing construction thus becomes polarised between RSLs building affordable homes in the narrower PPS3 sense, and niche developers building prestigious homes). 
We would therefore urge that the impact of any policies for specified quotas of affordable housing or minimum design standards are assessed and monitored for their effectiveness in compliance with PPS3 paragraphs 62 and 63. 
4.3 Service charges

This section is contrary to PPS1 paragraph 30 which states that you cannot have a policy that conflicts with primary legislation. Since service charges are controlled through the Landlord and Tenancy Act 1985 it is beyond the remit of planning to control their application. This is not a planning matter and therefore this section must be deleted. 
Nevertheless, we feel it is necessary to provide some thoughts on this question to which we would welcome a response by the council. 
Firstly, the council’s requirement to cap service charges to keep these affordable is absurd. Housebuilders have no legal means of enforcing RSLs, or management companies to cap service charges at a certain level. Increases in the cost of goods and services are matters beyond our control. Furthermore, no management company would enter into a contract guaranteeing that service charges will not rise above a certain level thereby locking itself into a loss-making contract. So how does Southwark propose to monitor this requirement and what penalty would they impose to ensure that is complied with one year after the builder has sold his units (in compliance with PPS3 paragraph 62). 
Secondly, if the majority of residents wish to change their landlord then under the Landlord and Tenancy Act 1985 they can do so. If they wish to change their service charges to secure a higher standard of service (such as higher specification maintenance and repairs) they can but at a cost to all residents. What would the council do in this situation?
Thirdly, it is in the interests of housebuilders to design schemes which will help reduce service costs. Afterall, consumers in a tight market will look very closely at what service charges are likely to be and weigh these up against the benefits they want (location, size, etc). One of the most significant costs is usually that associated with maintaining lifts: so does this mean the council will encourage lower density developments by providing more land for residential development? If the council accepts that higher density flat schemes are necessary and unavoidable in Southwark, then high service charges are probably also unavoidable (and the council must recognise that providing more wheelchair accessible homes and Lifetime Homes will increase the demand for more lifts and this will result in higher service charges). 
Fourthly, please also consider the case where the LPA are asking for pepper-potting of affordable units in a development of apartments. The affordable apartments are usually larger than the private, and because the service charge is worked out pro-rata on the basis of the area of the apartments (common practice), the tenants in the affordable units will have to pay more than the owners of the private. Or, if the affordable is accessed off a separate core or in a completely different building (as this guidance recommends), is the council suggesting that the owners of the private units be liable to cross-subsidise the tenants' service charges? If it is, then this would be illegal. It would be a breach of the Landlord and Tenancy Act 1985 to require private owners to subsidise social housing and could lead to the developer, council and RSL in court.

Or can the council justify a lower quality (cheaper) service to the affordable units? 

Lastly, one reason why service charges are rising is because of the increase in decentralised energy (renewable and common plant) that housebuilders are required to install in new developments to meet the Mayor's targets. Management companies see this as a major risk: they do not understand the complicated service and maintenance required and price high to ensure they are not exposed. This therefore outweighs any potential saving to purchasers from having renewable energy. Maybe the council should give some thought to this when demanding higher carbon reduction targets from new development. 
We would welcome the council’s views on all these points. If the council fails to address these issues then it suggests that it is abdicating responsibility and is attempting to off-load this admittedly difficult and intractable problem onto housebuilders to try and resolve. 
5.2 Live-work units
The last part of the first paragraph is badly worded and it is unclear what is being required. We would welcome clarification.
Section 7: Financing and securing affordable housing
7.1
The council cannot in all circumstances require private developers to build affordable housing without public subsidy. To do so would be contrary to London Plan policy 3A.10 which states that targets for affordable housing should be applied flexibly and have regard for the availability of public subsidy.  This requirement should be deleted. Private developers may be encouraged, but the council cannot require them to do so as a condition of planning permission. 
7.8
In line with the London Plan we welcome the acknowledgement that the priority for planning obligations should be to finance transport infrastructure and affordable housing. However we note that appendix 6 of the Southwark Plan (2007) includes a very long list of things that the council would like developments to contribute to. A touch of realism is necessary: not all these wishes can be secured through planning obligations and this includes contributions towards learning and skills, health facilities and childcare provision. 
Paragraph B9 of Circular 5/2005 is quite clear that planning obligations should not be levied to resolve deficiencies in existing provision: new development (and new residents) should not have to make good past public sector failure. As Circular 5/2005 states:

“planning obligations should not be used solely to resolve existing deficiencies in infrastructure provision or to secure contributions to the achievement of wider planning objectives that are not necessary to allow consent to be given for a particular development.”
This section should be redrafted to reflect the need for the council to set out what are the critical community infrastructure requirements in each location. Naturally, scoping out what might be the full infrastructure and community needs in any given locality cannot be an exact science, but the council should attempt to scope this out as far as possible (in communication with partners). We would remind the council that it too has an obligation to work with delivery partners to support vital development, including housing, and not to place unnecessary barriers before development. 

As set out in paragraph 1.9 of PPS12 the emerging LDF must also set out what the total infrastructure requirements are in specific localities so that developers are forewarned of the likely cost of the s106 requirement and use this in their negotiations with land owners to secure an acceptable selling price.

-------------------------------------
I hope you will find these comments helpful. I would welcome very much a response from the council on these issues. 
Yours sincerely
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James Stevens

Regional Planner for London
Email: james.stevens@hbf.co.uk
Tel: 0207 960 1623

CC:
Government Office for London

Home Builders Federation
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