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East Lindsey District Council Review and update of the East Lindsey EVA

Executive Summary

The purpose of this update is to review the findings of the previous EVA to provide the

Council with a robust and credible evidence base that:

e Provides a clear base for policy formulation;

e Provides, if necessary, the evidence to inform settlement specific negotiations;
and

e Maximises the deliverability of affordable housing without compromising

deliverability.
Methodology

For the purpose of our assessment we have used a residual model fo test the viability
of affordable housing. The residual appraisal model is a recognised valuation
basis/approach and provides an indication of Market Value having regard to a
prescribed range of costs and values'. The model assumes that the land value is the
difference between Gross Development Value (GDV) and the Total Development

Costs, once an element of developer profit has been taken into account.

In simple terms; only when the gross development value exceeds the total
development costs and required returns (profit) can a scheme be considered viable.
A scheme will not proceed where the total development costs exceed the gross
development value (i.e. where there is a negative land value). However, even in
circumstances where a very modest land value is generated it is not likely to be
consfrued to be viable, as it is unlikely to be sufficient fo encourage a landowner fo

willingly release land for development.

" Our assumptions used in the testing are set out within Section 6.
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1.4 For the purpose of this assessment we have applied a benchmark land value of

£166,000 per acre, which reflects agricultural land value plus a premium.

Key Findings

1.5 Through this assessment we have demonstrated (please refer to the results tables

included at Appendix ll) that affordable housing is viable at the following rates.

45% within the inland fowns in the high value areas.

e 30% within the inland towns in the medium value areas.

e 50% within the villages in the very high value areas

e 50% within the villages in the high value areas. It is recognised that this target can’t
be sustained within the high value coastal areas, as a result of the additional costs
associated with flood resilience measure, but an appropriate viability clause
would permit variations based on site specific evidence.

e 30% within the villages in the medium value areas. Once again it is recognised

that this target can’t be sustained within the medium value coastal areas but the

viability clause would, again, permit variations based on site specific evidence.

e Affordable housing is not sustainable in the villages or fowns in the low value areas.

Options for Affordable Housing Policy

Optfion 1
1.6 Based on the evidence differential rates could be applied across the District reflecting

viability within each value area. On this basis the following targets could be justified.

o Towns within the high value area - 45%

e Towns within the medium value area - 30%

e Villages within the very high value area — 50%.

e Village within the high value area - 50%. It is recognised that this target can’t be
sustained within the high value coastal areas, as a result of the additional costs
associated with flood resilience measure, but an appropriate viability clause

would permit variations based on site specific evidence.
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e Villages in the medium value area - 30%. Once again it is recognised that this
target can’t be sustained within the medium value coastal areas but the viability
clause would, again, permit variations based on site specific evidence.

o No affordable housing in the low value coastal areas.

Option 2
1.7 Local Plan level viability is very closely linked to the concept of deliverability. In the
case of housing, a Local Plan can be said fo be deliverable if sufficient sites are viable

fo deliver the plan’s housing requirements over the plan period.

1.8 Our analysis of the Councils Draft Strategic Housing Land Availability Assessment
(SHLAA) October 2012 shows that almost ?0% of the future housing sites, within the
inland towns, are located within the medium value area. On this basis the evidence

suggests that a flat rate of 30% would be justified for the main towns.

1.9 Within the villages only our analysis demonstrates that 53% of the future housing sites
are provided within the medium value area. On this basis the Council may wish to
consider a flat rate of 30% for the villages. However, by applying this approach the
Council would lose the opportunity to maximise the number of affordable units, within
the villages, as the evidence suggests that the high and very high value areas are

able to sustain much higher levels of affordable housing.

1.10  The Council may wish to consider a zero rate for the coastal hazard zone recognising

the viability constraints associated with flood resilience / mitigation measures.

1.11 Recognising that this assessment has only focussed on greenfield typologies, in view of
the fact that most of the future housing supply included within the draft SHLAA is
agricultural land or greenfield in nature the council may also want fo include a
viability clause which would allow variations to policy thresholds on viability grounds,

particularly for Brownfield sites.
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1.12

1.13

1.14

1.15

1.16

Affordable Housing Thresholds
The viability evidence presented in the previous section and set out within Appendix |l
demonstrates that small sites are more viable (i.e. they generate higher land values)

than the larger typologies in all scenarios.

However, it must be acknowledged that the analysis from the modelling approach
used in this study has some limitation when assessing the viability of small schemes and

cannot prove categorically that a specific threshold policy is viable.

In addition the time involved in assessing small schemes is not likely to be
proportionately less than that involved in assessing larger schemes. The unit cost of
administration per affordable housing unit secured is, therefore, likely to be greater for

small schemes than for larger schemes.

If the threshold were to be reduced below 10 units a number of schemes (say those
between 5 and 9 units if the threshold were reduced to 5 units) would have to make
an affordable housing contribution, yet they would still be defined as minor
applications. These schemes would, therefore, be subject to the lower 8 week
determination period, placing significant additional administrative burden on the
authority in terms of having to deal with an application comprising affordable housing

within the shorter determination period.

Consideration also needs to be given to the industry’s likely response to lowering the
threshold on schemes. The Council has advised that a significant number of
developments, across the District, are delivered by small house builders/developers
who will ordinarily only undertake schemes that fall below the threshold for affordable
housing provision. They simply do not wish to handle the additional complexity

involved in delivery of affordable housing.

Within this context we recommend that the Council consider a minimum threshold of

either 10 or 15 units.
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2,

2.1

2.2

2.3

2.4

2.5

2.6

2.7

Infroduction

To meet Government expectations and with the knowledge of recent Planning
Inspectorate decisions the Council has commissioned GVA to update the Economic
Viability Assessment (EVA) for the District.

The present EVA (January 2013) was produced as part of the Lincolnshire Coastal
Housing Market Assessment, which was published in November 2012 and updated in

January 2014.

The purpose of this update is to review the findings of the previous EVA, as necessary,

to provide the Council with a robust and credible evidence base that:

e Provides a clear base for policy formulation;

e Provides, if necessary, the evidence to inform setflement specific negotiations;
and

e Maximises the deliverability of affordable housing without compromising

deliverability.

The report also seeks to ascertain the viability of development at the coast taking into
account the constraints on delivery resulting from increased costs of construction
associated with flood mitigation and by the proposed ceiling on new development in

response to flood risk.

GVA has acted in the capacity of an independent advisor when undertaking this

assessment.
At this stage it is also important to recognise that viability appraisals undertaken to
support the findings in this study do not constitute formal valuations and should not be

regarded or relied upon as such. They provide a guide to viability in line with the

purpose for which the assessment is required / being undertaken.

Report Structure

The remainder of this report is stfructured as follows:
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= Section 3 setfs out the policy context;

= Section 4 describes our methodology;

= Section 5 outlines the ‘site typologies’ used within this assessment;
= Section 6 sefs out our appraisal assumpftions;

= Section 7 setfs out the appraisal results;

= Section 8 considers the affordable housing threshold; and

= Section 9 sets out our conclusions and recommendations.
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3.

3.1

3.2

3.3

3.4

3.5

Policy Context

Viability is an important theme in the National Planning Policy Framework (NPPF).
Indeed, the Framework specifically states (para 173) that plans should be deliverable.
It goes on to state that the sites and scale of development identified in the plan
should not be subject to such a scale of obligations and policy burdens that their
ability to be developed viably is threatened. To ensure viability, it states that the costs
of any requirements likely to be applied to development should, when taking
account of the normal costs of development and on-site mifigation, provide
competitive returns to a wiling land owner and wiling developer to enable the

development to be deliverable.

Paragraph 174 of the NPPF further states that local planning authorities should when
setting out their policy on local standards, including requirements for affordable
housing, assess the likely cumulative impacts on development in their area of all
existing and proposed local standards (including affordable housing), supplementary
planning documents and policies that support the development plan, when added
to nationally required standards. In order to be appropriate, the cumulative impact
of these standards and policies should not put implementation of the plan at serious

risk and should facilitate development throughout the economic cycle.

Para 005 of the Planning Policy Guidance (PPG) reinforces these points and
recommends that development of plan policies be iterative — with draft policies
tested against evidence of the likely ability of the market to deliver the plan’s policies,
and revised as part of a dynamic process. It further states that evidence should be
proportionate to ensure that plans are underpinned by a broad understanding of
viability but recognises that greater detfail may be necessary in areas of known

marginal viability or where the evidence suggests that viability might be an issue.

At Local Plan level, viability is very closely linked to the concept of deliverability. In the
case of housing, a Local Plan can be said to be deliverable if sufficient sites are viable

to deliver the plan’s housing requirements over the plan period.

A site can be said fo be viable, if after taking account of all costs, including central

and local government policy and regulatory costs and availability of development
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3.6

3.7

3.8

3.9

3.10

finance, the scheme provides a competitive return to the developer to ensure that
development takes place and generates a land value sufficient to persuade the land
owner to sell the land for the development proposed. If these conditions are not met,

a scheme will not be delivered.

Local Policy Context

The most important function of an assessment is to bring fogether and consider the
cumulative impact of policies (Para 174 of the NPPF). This means faking account of
the range of local requirements such as design standards, community infrastructure
and services, affordable housing, local transport policies and sustainability measures,

as well as the cost impact of national policy and regulatory requirements.

The test should include both existing policies that the planning authority intends fo

retain and the new policy requirements that it is seeking to infroduce.

The East Lindsey Local Plan (ELLP) was originally adoptfed in 1995. It contains two parts.
Part 1 contains the policies and the supporting text and Part 2 contains various maps of
the settlements. The policies and text were updated in 1999 via a formal amendment. In
response to legislative changes in 2004 the policies of the Plan were reviewed and as a
result of this, some of the policies were saved and some were removed in 2007. The
Council is currently working on the replacement for the ELLP, which is called the Local

Plan.

The saved policies, that are likely to have an impact on viability / deliverability are

summarised below.

Policy H6 Low Cost Housing.

Policy Hé6 sets out the policy position with respect to affordable housing. It states....

Provision will be made, as follows, for housing which meets the needs of those who do

not have the means to afford open market housing:

1) In settlements where the Council has identified and quantified a current social or
low-cost housing need, planning permission will only be given for housing

development which has satisfactorily taken account of the identified housing need. In
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3.11

3.12

addition, in the towns, where practicable, on sites of 1 hectare (2.47 acres) or more or,
where 252 or more dwellings are proposed, development will be required fo

confribute towards meeting the identified local housing need.

2) Exceptionally, on land which is not allocated for housing or which would noft
normally be released for housing development where the Council will permit small

scale residential development provided only:

a) it is clearly shown to meet a particular and identified local need for low cost or
social housing which cannot be met elsewhere or in any other way; and

b) it is located in or alongside a settlement having adequate local facilities, basic
services and access to regular public transport; and

c) it does not result in sporadic development which is unrelated to the form of the
settflement; and

d) it does not harm the character or general amenities of the settlement through
fraffic generated or because of ifs siting, scale or appearance; and

e) the long term ownership of houses built for shared ownership or rental is controlled
through a legal agreement to ensure that preference is given to purchasers or
fenants who need to live in, work in or have long standing connections with the

settlement...ccooveiii,

The scale of contribution required under Policy Hé is set out in the Planning Obligations
and The Provision of Affordable Homes Supplementary Planning Document (SPD)
February 2005.

Policy H12 Design of New Housing

Policy H12 staftes that full planning permission will be granted for new housing
development only where, in its sifing, layout, density and design ...... it has taken
account of and has made appropriate provision for, the differing housing needs of

the local community, including low cost housing needs.

2 The 25 unit threshold was superseded by PPS3 (November 2006) which set a national minimum threshold of 15 units.
PPS3 in turn was replaced by the NPPF which is non-prescriptfive on the subject of thresholds. However, a ministerial
statement issued in November 2014 intfroduced a policy which excluded developments of ten homes or fewer, or
1,000sg.m (10,764sq.ft) or less, from the requirement to provide or contribute to affordable housing provision. In rural
areas a lower threshold of five homes applied. However, this policy was removed from the Governments national
planning practice guidance following a high court ruling in August 2015.
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3.13

3.14

3.15

3.16

3.17

New Local Plan
The New Local Plan will cover the whole of the District and will, eventually, replace the
previous East Lindsey Local Plan 1995 (alteration 1999). It will guide growth and

development across the District up to 2028.

The Draft Core Strategy (2012) sets the vision and broad strategy for growth in the
District, and is supported by key strategic policies. The policies that are likely to have
an impact on viability / deliverability and which are, therefore, considered within this

assessment include:

Affordable and Low Cost Housing
The Council believes it is important to be flexible and proactive in the delivery of
affordable housing to address its high waiting list and the low income to house price

ratio issues facing the District.

In December 2013, there were 3,687 households on the Council’'s Housing Register.
The Strategic Housing Market Assessment (SHMA) update (2014) calculated that the
social rented sector should provide 34.7% of the total housing provision in the District.
The SHMA also concluded that whilst housing registers can provide invaluable
information on current need, in particular in relation to specific locations, they do not
normally provide a good basis for strategic analysis. However, it is apparent from both
the SHMA and the waiting list that the level of need for affordable (and intermediate)

housing constitutes a significant part of future demands.

Where affordable housing is delivered via developer conftributions, the Council
recognise that it is important that contributions do not make development unviable.
The capacity of developments to contribute an element of affordable housing was
previously established through the District wide Economic Viability Assessment (EVA)
2013. This study concluded that depending on locafion and circumstances, new
development had the capacity to contribute between 20% and 40% affordable

housing.
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3.18

3.19

3.20

3.21

Because of differing residual land values and high levels of need in the towns, the
Council proposes to use a single target for the District and will seek, as a starting point,
a confribution of 30% from all sites delivering 10 or more units. Although this is lower
than the minimum, expected requirement for affordable homes of 34.7% set out in the
SHMA update, it reflects the need to be realistic given the findings of the EVA (2013),

and on market conditions.

The Council recognises that the need for affordable housing stretches right across the
District and its first preference is to focus the development of new affordable homes in
the towns and large villages, to take advantage of the proximity to jobs and
community facilities. However, the Council also recognise that there is a need in the
smaller rural seftlements across the District, which will be subject to a separate rural

exceptions policy.

The majority of the new homes will be provided as part of market housing sites and
funded by developer contributions. Where developer confributions are sought the
Council's first choice will be mixed fenure sites and on site provision, pepper potted
throughout the site. However, the Council recognise that they must not solely rely on
this form of provision, and to provide flexibility and enable the Council and developers
to respond to changing economic circumstances, the level and nature of developer
conftributions will be assessed on a site-by-site basis and may range between (in no

order of preference);

= o combination of built plots on site and a financial contribution;

= off site, provision of land made available by the developer that will be 'recycled'
through the Council's Housing Capital Programme; or

= A financial confribution, equivalent to the cost of the delivery of whatever the

percentage contribution is.

Provision on alternative sites and financial conftributions in lieu of on-site provision, will
only be considered where the developer can show that it is impractical to make

provision on site.

3 We are aware that the Council are in the process of trying to update their waiting list figure.
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3.22  Where a developer contends that a contribution rate of 30% would compromise the
viability of a site the Council will commission (at the developer’'s expense), an

independent valuation of the development costs from an accredited body.

3.283  Financial contributions in lieu or in part payment will be calculated at the equivalent

of the cost of delivering 30% affordable housing on site.

3.24  The results from this assessment will provide the evidence base for setting out updated

affordable housing policy in the New Local Plan.
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4,

4.1

4.2

4.3

4.4

4.5

Approach / Methodology

An individual development can be said to be viable if, after taking account of all
known development costs the scheme provides a competitive return (profit) fo the
developer to ensure that development takes place and generates a land value
which is sufficient to persuade the land owner to sell the land for the development

proposed. If these conditions are not met, a scheme will not be delivered.

At Local Plan level, viability is very closely linked to the concept of deliverability. In the
case of housing, a Local Plan can be said to be deliverable if sufficient sites are viable
— as defined in the previous paragraph — to deliver the plan’s housing requirements

over the plan period.

The primary role of a Local Plan viability assessment is to provide evidence to show
that the requirements set out within the NPPF are met - i.e. that the policy
requirements for development set out within the Local Plan do not threaten the
viability of the sites and the scale of development upon which the plan relies.
Demonstrably failing to consider this issue will place the Local Plan aft risk of not being

found sound.

As outlined previously the most important function of an Economic Viability
Assessment is o bring fogether and consider the cumulative impact of policies* set
out within the Local Plan. This means taking info account the range of local
requirements such as design standards, community infrastructure and services,
affordable housing, local transport policies and sustainability measures, as well as the

cost impact of national policy and regulatory requirements.

It should be recognised that this assessment will not provide a precise answer as to the
viability of every development likely to take place during the plan period. Instead it
will simply provide high level assurance that the policies within the Local Plan are set in
a way that will not undermine the viability of the development needed to deliver the

plan.
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Methodology

4.6 A number of existing models are available to carry out viability tests but most rely on
the residual land value methodology to assess viability. This model is endorsed by the
Local Housing Delivery Groups advice note for planning practitionerss and the RICS
guidance note on Financial Viability in Planning when assessing the viability of local

plan policies.

4.7 For the purpose of our assessment we have followed the advice set out within the
aforementioned guidance documents and used a residual model to test the viability
of affordable housing. This approach is also consistent with that applied within the

previous EVA.

4.8 The residual appraisal model is a recognised valuation basis/approach and provides
an indication of Market Value having regard to a prescribed range of costs and
valuess. The model assumes that the land value is the difference between Gross
Development Value (GDV) and the Total Development Costs, once an element of
developer profit has been taken into account. This can be expressed through the

following calculation.

Gross Development Value (GDV) (minus) Total Development Costs (minus)

Developers Profit = Residual Land Value (RLV)

= Gross Development Value includes all sales income generated by the
development;

= Total Development Costs include construction costs, professional fees, planning,
finance/interest charges efc. A full breakdown of the typical development costs

is provided in Section 6.

4Para 174 of the NPPF
5 Viability Testing Local Plans June 2012
® Our assumptions used in the testing are set out within Section é.
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4.9

4.10

4.11

4.12

= Developer’'s Profit is expressed by reference to a percentage of the Total
Development Costs or Gross Development Value. It can also be expressed by

reference to an Internal Rate of Return (IRR)”.

In simple terms; only when the gross development value exceeds the total
development costs and required returns (profit) can a scheme be considered viable.
A scheme will not proceed where the fotal development costs exceed the gross
development value (i.e. where there is a negative land value). However, even in
circumstances where a very modest land value is generated it is not likely to be
construed to be viable, as it is unlikely to be sufficient fo encourage a landowner to

willingly release land for development

A competitive return for the land owner is the price at which a reasonable land owner
would be willing to sell their land for the development. The price will need to provide
an incentive for the land owner to sell in comparison with the other options available.
This point is recognised within the NPPF, which states that viability should consider
“competitive returns to a willing landowner as well as a willing developer to enable

the development to be deliverable.”

The costs associated with future policy requirements (including affordable housing) will
be extracted from the residual land value and this is generally accepted between all
parties. However, the difficulty with this approach is establishing a realistic land value
or ‘benchmark’ that provides an incentive for the landowner to release their site for
development, whilst also taking info account the conftributions that the Council may

require in ferms of affordable housing and other policy obligations.

The Council has requested that a locally generated land value be used as a
benchmark rather than the industrial land value used within the previous EVA. In
determining a suitable benchmark we have referred to guidance® published by the

Local Housing Delivery Group. The guidance states that the benchmark value should

7 Internal rate of return (IRR) is the interest rate at which the net present value of all the cash flows (both positive and
negative) from a project or investment equal zero. Internal rate of return is used to evaluate the attractiveness of a
project or investment. If the IRR of a new project exceeds a company's required rate of return, that project is
desirable. If IRR falls below the required rate of return, the project should be rejected

¥ Viability Testing Local Plans - June 2012
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represent the value at which a typical wiling landowner is likely to release land for
development. The report also advocates that when considering an appropriate
benchmark consideration should be given to the fact that future plan policy

requirements will have an impact on land values and owners expectations.

413 In this context the report concludes that using a market value approach to
benchmarking carries the risk of building in assumptions of current policy costs rather
than helping to inform the potential for future policy. Whilst the report acknowledges
that reference to market values will still provide a useful ‘sense check' on the
benchmark values that are being used in the model(s) it does not recommend that

these are used as the basis for input info the model.

4.14  The report recommends a benchmark which is based on a premium over current use
values and ‘credible’ alternative use values?. This approach is also endorsed by the
Planning Practice Guidance (PPG), and in particular paragraph 015 where it is stated
that a competitive return for the land owner is the price at which a reasonable land
owner would be willing to sell their land for the development. The price will need to
provide an incentive for the land owner to sell in comparison with the other options
available. Those options may include the current use value of the land or its value for

a redlistic alternative use that complies with planning policy.

4.15  Whilst neither the PPG nor the Harman Report!® recommends or provides guidance on
what is considered an appropriate premium the Harman Report advocates that this
will need fo be sufficient to persuade landowners to sell. The guidance further
recognises that in certain circumstances, particularly in areas where landowners have
long term investment horizons and are content with the current land use, the premium
will need to be higher than in those areas where landowners are more minded fo sell.
An example of this is in relation to large Greenfield sites where a prospective seller is
potentially making a once in a lifetime decision over whether to sell an asset that may
have been in the family or a Trusts ownership for many generations. In this scenario
the uplift on current use value will invariably be significantly higher than those in an

urban context. In reconciling such issues the guidance stresses the importance of

? Alternative Use Values are most likely to be relevant in cases where the Local Plan is reliant on sites coming forward
in areas (such as town and city centres) where there is competition for land among a range of alternative uses.
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4.16

4.17

4.18

4.19

using local sources to provide views on market values as a means of providing a sense

check on the approach of the current use value plus premium calculation.

The guidance also advises against setting benchmarks, which are at the margins of
viability. To guard against this it is recommended that an appropriate ‘viability
cushion’ be considered to ensure that sites upon which the Local Plan relies will, on
the balance of probability, come forward as required. No recommendation as to
what constitutes an appropriate cushion is provided. Instead the guidance
advocates that this will be left for the local planning authority fo decide in

collaboration with their partners and consultees.

As ouflined in the next section we have analysed the Draft SHLAA (2012) to identify
site typologies. Our analysis highlights that more than 85% of the future housing land
within the inland fowns is either agricultural land or Greenfield in nature such as former
gardens, grassed areas etc. Within the large villages around 80% of the housing land

is agricultural or Greenfield.

For the purpose of this assessment we have, therefore, applied a benchmark which
reflects agricultural use. Values for agricultural land across Lincolnshire fall within a
range from circa £7,413 per ha (£3,000 per acre) up to £35,830 per ha (£14,500 per
acre)'l. The data is not available at the local authority level and we understand that
the upper figure of £35,830 per ha (£14,500per acre) is high for the District. However,
in the absence of any specific data for the District of East Lindsey the assessment has
incorporated the median value of £21,880per ha (£8,855 per acre). When considering
a suitable premium over and above the current use value the assessment refers to
guidance issued by the HCA2, which states that premiums for agricultural land
(assuming residential development) should be in the range of 10 to 20 times the

current use value.

In this context and assuming the median value (£8,855 per acre) the benchmark
would range between £135,910 and £271,821per ha (£88,550 and £177,100 per acre).

For the purpose of this assessment we have adopted the median figure and applied a

10 Viability Testing Local Plans - Advice for planning practitioners
1" Based on information from UK Land and Farms (UKLAF)
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viability cushion of 25%. On this basis the benchmark land value is £166,031 (say
£166,000 per acre).

12The HCA Area Wide Viability Model (Annex 1 Transparent Viability Assumptions)
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5.

5.1

52

53

5.4

5.5

Site Typologies

The previous EVA fested viability based on a nofional one hectare site. However,
paragraph 009 of the PPG adyvises that viability assessments should be proportionate,
but reflect the range of different development likely to come forward in an area and
needed to deliver the vision of the plan. However, para 006 of the PPG does not
advocate the individual testing of every site or assurance that individual sites are
viable. It states that site typologies may be used to determine viability at policy level
but an assessment of samples of sites may be helpful to support evidence and more
detailed assessment may be necessary for particular areas or key sites on which the

delivery of the plan relies.

When establishing site typologies it is important to base these on the types of sites likely
to come forward for development over the plan period. For example, it will be of little
value to focus on high density, high value urban centfre schemes if the majority of
housing is proposed to be accommodated on lower density, large scale urban

extensions.

Across any given plan area, development is likely to take place on a range of
different types of site. Typologies should focus on the types of site that make up the
majority of the unconsented land supply that is likely to come forward for

development during the policy period under consideration.

Options for Housing Growth

The options for housing growth are presented in the Draft Core Strategy (October
2012) and are considered to provide the most practicable routes towards achieving
the Vision and Objectives set out at the beginning of the Core Strategy and
particularly taking info account the constraints on development imposed by the

coastal flooding issue!s.

With this in mind the Council believe that it is not realistic or practical to promote an

option of large-scale housing growth in the coastal flood hazard zones'. Instead the

13 38% of East Lindsey including the towns of Mablethorpe and Skegness is in an area of high coastal flood risk
" The Coastal Areais defined as the area falling with the Environment Agencies Coastal Flood Hazard Zones
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Council will focus housing growth within the inland area. Four options are identified

within the Core Strategy:

e Option 1 - Concentfrate growth into the five inland towns of Louth, Alford,
Coningsby/Tattershall, Horncastle and Spilsby; Housing in the villages (large
medium and small) will be permitted but only using the exceptions policy!s;

e Option 2 — moderately dispersed distribution of growth. This option proposes a
spread of development across the Districts five inland towns and the large villages
outside the Coastal Flood Hazard Zones; Housing in the medium and small villages
will only be permitted using the rural and single plot exceptions policies!'s.

e Option 3 - more dispersed pattern of growth. This option spreads development
across the five inland towns, large and medium villages outside the Coastal Flood
Hazard Zones; and

e Option 4 - dispersed pattern of growth including the small rural villages. This
option proposes that development is spread across the five inland towns, and the

large, medium and small villages outside the Coastal Flood Hazard Zones.

5.6 Because of the threat of flood risk within the Coastal Flood Hazard Zones
unconstrained housing growth, with its associated increase in population, cannot be
justified. Evidence work carried out by the Council'” recommended that housing
should be limited to only the amount of development required to maintain the existing

population and should not include strategic housing growth.

15 The Rural Exceptions Policy states that where local affordable housing need is proven, the development of small
scale, affordable housing sites on land not otherwise considered acceptable for development, will be supported
providing a) they do not result in sporadic development, which is unrelated to the form and scale of the existing
settlement; b) the number of dwellings is no greater than the identified need; and c) the development shall comply
with other relevant policy relating to siting, scale, layout, design, materials, access, parking and landscaping. Where
it can be established and evidenced that it is necessary to create extra funds over and above those available from
free and low cost land, to overcome specific and agreed infrastructure or access constraints, or that the provision of
low cost dwellings for local needs is not realistic or practicable without extra subsidy, a limited element of open
market housing may be permitted within an overall scheme provided that a) the requirements set out above can be
satisfactorily met; and b) the number of open market dwellings included in the scheme shall be no more than that
required to provide the necessary number of local needs dwellings at low cost and shall not be more than 30% of the
total number in the scheme.

16 The Single Plot Exceptions Policy is only applied in the medium and small vilage, where local affordable housing
need is proven, the Council will support single plot development for affordable housing in accordance with the
requirements specified in the Single Plot Exceptions SPD.

17 Lincolnshire Coastal Study
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5.7

5.8

5.9

5.10

5.11

5.12

5.13

5.14

However, that does not mean that there will be no housing development in the
coastal area. As at 1st February 2014, there were already 1,356 homes in the coastal
zone with planning permission. There were significant commitments in Skegness (514),
Mablethorpe/Sutton/Trusthorpe (403 units), Chapel St Leonards (153 units), Ingoldmells

(222), North Somercotes (48), other rural settlements (16).

The restriction on development is reflected in Strategic Policy (Coastal East Lindsey)
which limits / restricts market housing, in the Coastal Hazard Zone, to existing

commitments as af the date of the adoption of the plan.

As outlined previously, at a Local Plan level, viability is very closely linked to the
concept of deliverability. In the case of housing, a Local Plan can be said to be
deliverable if sufficient sites are viable to deliver the plan’s housing requirements over

the plan period.

The Council has confirmed that the main thrust of the proposed policy is to direct
development (through allocations) into the inland towns and large villages. In
addition the Council will not permit any more new market housing in the Coastal

Hazard Zone during the plan period.

Within this context we have sought to define site typologies that reflect the potential
scale of development likely to come forward within the inland towns and large

villages over the plan period.

Scale and Type of Development Land
To understand the scale and type of development land that is likely fo come forward

for development over the plan period we have referred to the Councils Draft
Strategic Housing Land Availability Assessment (SHLAA) October 2012.

When determining the typologies our assessment has focussed on the profile of sites
that have not been discounted, as these will provide the new supply of housing land

that will be subject fo new emerging Local Plan policies, including affordable housing.

Our analysis (refer to Tables 3 to 4) highlights:
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e Within the inland towns there is capacity for just over 5,700 new dwellings spread
across 58 sites. In total these sites provide 297ha (733 acres) of potential land for
residential development. The majority of the supply, both in terms of land and
housing capacity, is focussed on large sites capable of accommodating more
than 400 units. These sites provide more than half of the land supply and housing
capacity but account for only 10% of the total number of sites.

e Sites with capacity for 10 dwellings or less comprise almost a quarter of the
development sites but account for less than 1% of the total capacity. Sites with
capacity for between 11 and 25 dwellings account for just over 2% of the
capacity but make up approximately 12% of the total number of sites. Sites with
capacity for between 26 and 50 dwellings account for just over 8% of the housing
capacity and 10% of the land supply. Sites which can accommodate between
51 and 100 dwellings comprise almost 21% of the total number of sites but
constitute only 15% of the total capacity and land supply. Sites with capacity for
between 101 and 150 dwellings comprise 14% of the overall housing capacity
and land supply. Sites capable of accommodating between 151 and 250
dwellings comprise less than 7% of the overall housing capacity and land supply.

e More than 85% of the housing land within the inland towns is either agricultural
land or Greenfield in nature such as former gardens, grassed areas efc.

e Within the large villages there is capacity for just over 3,780 new dwellings across
85 sites. In totality these sites provide 261ha (644 acres) of potential land for
residential development.  Around a third of the sites have capacity to
accommodate 10 dwellings or less. Almost half of the sites are capable of
accommodating up to 50 dwellings with just over 10% being able to
accommodate between 50 and 100 dwellings. Less than 10% of the sites are
capable of accommodating more than 100 dwellings.

e Within the large villages around 80% of the housing land and capacity is either

agricultural land or Greenfield in nature.

September 2015 gva.co.uk 25



9z JN'02°PAB |07 Joquiajdas

WAD PUD Z 107 1900100 (VVTHS) {USWISSassy AiqoIoAY puo BUISNOH 216901 10Id 192108

s|pjo]

/1l €79 vé ¥8'/€ /81 9/ 98z 1 z sBullemp 005 < Bulpiroid sayis
€z 6Ty Sy L£81 z8l €/ an 4 sBullomp 00§ O} 1SE Bulpiroid salis

sBullomp 0S¢ O} 15z Bulpiroid sajis
1z 561 €z €86 9 61 06€ z sBullemp 05z O} 1S 1 Bulpiroid sajis
0z eel /L 189 L0l Ly 008 9 sBuljemp 051 O} 101 Buipiaoid sajis
61 v/ ol 16°€ 911 Ly 288 zl sBufjemp 001 o} 1§ Bulpiroid sajis
Sl 6€ 9 ST S/ le Ly 4 sBullemp 05 o} 9z Buipiroid sayis
91 8l € an 0z 8 Vi L sBullemp Sz of | | Buipiaoid says
0z ¥ | 120 L € €5 €l sBuljjemp ssa] 10 0| Buipiaoid salis

Ajisuap SBMP # $a10D by 3zIs $a10D sBMp # | sajis pupg azis

abpIaAD abDIaAD azIg abbiaAy |ojoL |bjol #

abDISAY

SUMO] puUD|U| 8y} Ulylm Alddng pup JO SISAjouy — € 9|go]

VAJ A8spul §s03 8y} JO 8jppdn puD MaIASY [IDUNOD JouysIa Aaspur Jso3



/2 JN'02°PAB |07 Joquiajdas

WAD PUD Z 107 J900100 (VVTHS) {USWSSassy AiGoIoAY puo BUISNOH 216901 10id 192108

L9C 08.°¢ S|pjol

sBulllomp 00S < Buipiaoad salis

sBulllemp 005 O4 LSE Pulpiaoid soiis

4! 91¢ Ly 16l 14 /S 6v6 € sBuljemp 0G¢ O4 |Gz Bulpiroid sajls
Ll V1T Yig €88l €6 8¢ T4 z sBullemp 05z O} |G| Buipiroid sayis
Ll 611 9¢C 9601 y0l 44 vLiy 14 sBulemp 051 ©4 101 Bulpiroid sajis
61 6/ Ll LTV Gé 8¢ els 6 sbullemp 001 0} 1§ Bulpiroid sajis
Gl L€ 9 l7'Z gzl LS V2 1z sBullemp 05 O} 9z Buipiroid sals
Gl /1 € L1l S ¥4 GlE 61 sbullomp Gz o4 | | Bulpiaoid sayis
0l S L 670 €e €l 0ocl /T SOUI[OMP 58] 1O O] SO

Ajisuap sa10D by azis saI1oD sBMp #  sajis pung azi§

9bDISAD 9bDISAD azIs abbIaAy |bjol #

abbiaAy

(pup|Ul) SEBD|IIA 86107 8y} Ulyym Alddng 4O sIsApUY — 7 S|dP]

VAJ A8spul §s03 8y} JO 8jppdn puD MaIASY [IDUNOD JouysIa Aaspur Jso3



East Lindsey District Council Review and update of the East Lindsey EVA

5.15

5.16

Inland Site Typologies
As outlined previously paragraph 006 of the PPG does not advocate the individual
testing of every site or assurance that individual sites are viable. Instead it states that

site typologies may be used to determine viability at policy level.

Based on the analysis set out in Tables 3 and 4 the assessment has identified a range
of site typologies that represent the scale of development opportunities that are likely
to come forward for development over the plan period. These are set out within

Tables 5 and 6.

Table 5: Development Typologies — Inland Towns

Average Size Site'®

Density
Typology Ha Acres (dph) 17 # Dwgs
Typology 1 0.21 0.51 26 6
Typology 2 1.14 2.81 26 30
Typology 3 2.54 6.28 26 66
Typology 4 3.91 9.66 26 101
Typology 5 6.81 16.83 26 177
Typology é 9.33 23.06 26 243
Typology 7 18.37 45.39 26 478
Typology 8 37.84 93.52 26 98420

Table 6: Development Typologies — Large Villages

Average Size Site?! Density

Size Band Ha Acres (dph) 22 # Dwgs
Typology 1 0.49 1.21 19 9
Typology 2 1.11 2.74 19 22
Typology 3 2.41 5.96 19 46
Typology 4 4.27 10.56 19 81
Typology 5 10.56 26.09 19 200
Typology é 19.14 47.30 19 363

18 Taken from Table 3

19 The brief requires that a density of 26dph be applied within the main towns.

20 We are aware that in his assessment of the Legbourne Road, Louth application the Appeal Inspector concluded
that the proposal (for 200 units) would be unsustainable. However, we have sfill included this typology within our
assessment as there is the chance a similar sized scheme could come forward over the life of the plan which is found
fo be sustainable.

21 Taken from Table 4

22 The brief requires that a density of 19dph be applied within the large villages
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5.18

5.19

5.20

5.21

Recognising that more than 85% of the housing land, within the inland towns and 80%
within the large villages is either agricultural land or Greenfield in nafture such as
former gardens, grassed areas efc. we have not sought to consider the viability of
Brownfield sites. This is because the guidance is quite clear in that the assessment is
not meant to provide a precise answer as fo the viability of every development likely
to take place during the plan period. Instead it will simply provide high level

assurance that sufficient sites are viable.

Coastal Site Typologies

Recognising the restriction on development within the Coastal Hazard Zones the Draft
SHLAA does not identify any sites as being suitable for development. However,
despite the restriction on development the Council wish to understand what level of
affordable housing would be sustainable, should a site come forward for

development.

For the purpose of this assessment we have assumed the same development

typologies as those identified for the Inland Area.

Affordable Housing Tenure

The previous EVA assumed, for the baseline testing, that 70% of the affordable housing
would be affordable rent2 with the remaining 30% being infermediate?4 affordable
housing. The Housing & Wellbeing team has confirmed that the Council usually work

on 70% to 30% split in favour of affordable rent verses infermediate.

Development Mix
The development mix assumptions set out in Table 7 have been applied within our

assessment.

23 Affordable rented housing is let by local authorities or private registered providers of social housing to households
who are eligible for social rented housing. Affordable Rent is subject to rent controls that require a rent of no more
than 80 per cent of the local market rent (including service charges, where applicable).

24 Intermediate are homes for sale and rent provided at a cost above social / affordable rent, but below market
levels. These can include shared equity (shared ownership and equity loans), other low cost homes for sale and
infermediate rent, but not affordable rented housing.
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5.23

5.24

Table 7 — Private Sale Development Mix

House Type Villages

19 dph
1 bed flat
2 bed flat
2 bed terrace
3 bed terrace 10%
4 bed terrace
3 bed semi 10%
4 bed semi 10%
3 bed detached 30% 20%
4 bed detached 30% 30%
5 bed detached 20% 20%
3 bed bungalow 20%

Total 100% 100%

We have assumed these mixes only apply to the private sale units. In terms of
affordable housing the Council has confirmed that this is decided on a case by case
basis, as needs vary across the District. However, we are advised that 1, 2 and 3 bed
properties are the most in need. For the purpose of this assessment we have applied

the following mix to the affordable housing.

Table 8 — Affordable Housing Development Mix

House Type Villages Main Towns
3 bed terrace 25% 25%
3 bed semi 20% 20%
3 bed detached 15% 15%
Total 100% 100%

Property / Unit Sizes

For the purpose of this assessment we have based the private dwellings on an analysis
of new build schemes across the District. The results of our analysis were then ‘cross
checked’ with other schemes that we are currently involved with to ensure the sizes

were in keeping with industry standards.
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5.25 However, it must be recognised that whilst our assumptions have been aligned with
normal or usual sizes expected in the majority of developments they may differ, in

some cases, from the sizes that may be used in actual development schemes.

5.26 The affordable units are based on an analysis of information provided by the Council.

Our assumptions are summarised in Table 9.

Table 9 — Property / Unit Sizes

Property Type Affordable Housing ‘ Market House
Size ‘ Size
Sq.ft (net)
53 570 53 570
3 bed terrace 58 624 64 690
3 bed semi 58 624 68 730
4 bed semi 100 1,075
3 bed detached 58 624 75 810
4 bed detached 109 1,175
5 bed detached 132 1,420
3 bed bungalow 73 785
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6.

6.1

6.2

6.3

6.4

6.5

Appraisal Assumptions

Para 008 of the PPG advises plan makers not to plan to the margin of viability but
instead allow for a buffer which will accommodate changing markets and avoid the
need for frequent plan updating. It advocates that current costs and values should
be considered when assessing the viability of plan policy and expressly states that
policies should be deliverable and should not be based on an expectation of future
rises in values at least for the first five years of the plan period. This will help to ensure
realism and avoid complicating the assessment with uncertain judgements about the
future. However, where any relevant future change to regulation or policy (either
national or local) is known (i.e. future changes to Building Regs to ensure all homes are
Zero Carbon) it is recommended that any likely impact on current costs should be

considered.

The assumptions incorporated within the previous EVA were agreed following detailed
stakeholder engagement?. Therefore, to ensure consistency with the existing
evidence base we have sought to align our assumptions where possible. However, it
has been necessary to update a number of the assumpftions to take into account
more recent information/guidance and changes in market conditions. Where we

have made changes we have clearly set out our justification / rationale.

However, even at this stage, it must be recognised that whilst our assumptions will
generally align with normal or usual figures expected in the majority of developments
they may differ, in some cases, from the figures that may be used in actual

development schemes.
The assumptions used within our modelling are set out below.

Base Construction Costs
The previous EVA applied average build costs from the Building Cost Information
Service (BCIS). For the purpose of this assessment we have updated the cost data

from BCIS to the third quarter 2015 and adjusted the data fo reflect local sensitivities in

25 A stakeholder development industry workshop was held on 250 May 2010 at The Think Tank, Lincoln.
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6.6

6.7

6.8

6.9

6.10

East Lindsey. However, we have applied the lower quartile costs as these rates are

more aligned to costs that we would typically expect from house builders,

On this basis we have applied the following costs within our assessment.

Table 10 — Base Construction Costs

Dwelling Type £psm £psf
£83psf

Semi Detached £917 £76psf

Detached £953 £89psf

Bungalows £996 £93psf
Source: BCIS

The costs reflect compliance with current Building Regulations and include allowances

for:

e Developer on costs including preliminaries and site set up costs etc.
e Standard development costs — substructures; and

e Standard development costs — superstructures;

No distinction has been made between private and affordable units.

Code for Sustainable Homes

Paragraph 174 of the NPPF adyvises local planning authorities, when setting out their
policy on local standards including requirements for affordable housing, to assess the
likely cumulative impacts on development in their area of all existing and proposed
local plan policies when added fto nationally required standards. In order to be
appropriate, the cumulative impact of these standards and policies should not put
implementation of the plan at serious risk and should facilitate development

throughout the economic cycle.

As outlined previously Para 008 of the NPPG reinforces this message and states that
current costs and values should be considered when assessing the viability of plan
policy. However, where any relevant future change to regulation or policy (either
natfional or local) is known it is recommended that any likely impact on current costs

should be considered.
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6.11  The most significant change that is likely to have an impact on viability is the
Government’'s commitment fo driving up energy performance standards through

Building Regulations.

6.12  The Government had previously set a clear end point for strengthening Building
Regulations to achieve zero carbon standards by 2016. However, in July this year the
Government issued a statement whereby they backiracked on their plans to fighten
energy efficiency standards in 2016. The Government has also shelved the allowable
solutions scheme — a mechanism that would have allowed developers to deliver
greenhouse gas savings elsewhere if it was not cost effective to do so on site. As a
result there is now some uncertainty whether the Government will actually press
ahead with the fightening of Building Regulations in 2016 to ensure all schemes

comply with zero carbon standards.

6.13  Within this context we have not modelled the sensitivity of moving towards zero

carbon standards?é.

Lifetime Homes

6.14  The previous EVA also modelled, in the sensitivity analysis, the impact of achieving the
Lifetime Homes standards at a cost of £550 per dwelling. However, new standards
announced on 26 March 2015, and the policy that surrounds them will govern the
design and supply of accessible and adaptable homes from now on. Planning
authorities will only be able to specify those housing standards provided in the ‘New
National Technical Standards’ which provide specifications for accessible homes in
three categories, ranging from a base line largely aligned with the existing Part M of
the Building Regulations to a category designed to meet the needs of wheelchair
users as occupants. Anything other than the base line standard will only be permitted
where a planning authority has demonstrated that they “address a clearly evidenced
need, and where their impact on viability has been considered, in accordance with

the National Planning Policy Framework and Planning Practice Guidance™”.

* The previous EVA modelled the sensitivity of including zero carbon standadrds at a cost of £16,700 per dwelling.
However, it should be recognised that since the previous EVA was published the costs for zero carbon compliance
have fallen dramatically and won't therefore have the same impact as reported in the previous EVA. New analysis
produced by Sweett Group (Cost Analysis: Meeting the Zero Carbon Standard - February 2014) for the Zero Carbon
Hub states that the costs for achieving zero carbon standards now range between £2,000 and £7,000 per unit.
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6.15

6.16

6.17

6.18

6.19

The Draft Core Strategy does not set out any policy requirements for exceeding the
baseline standard. Therefore, we have not included any costs associated with

achieving Lifetime Homes standards.

Flood Resilience Costs

For the purpose of this assessment we have referred to research published by the
Environment Agency? which states that the indicative costs for flood resilience
measures range from £9,620 per dwelling up to £14,130. The median cost is £11,870.
These costs are for ‘premium resilience’ measures and include concrete/sealed floors,
resilient plaster, removable doors, internal wall rendering, resilient kitchen, raised

electrics and appliances.

For the purpose of this assessment we have included the median costs but only
applied this cost to development within the coastal hazard zone. We have also
considered the sensitivity of applying the lower (£9,620 per dwelling) and higher
(£14,130 per dwelling) costs.

External Works

As per the previous assessment we have included an allowance for external works at
15% of the base construction costs. Such works are likely to vary from site to site but
would typically include all works associated with the exterior works of a project,
ranging from ducts and drainage to general landscaping, parking, paving and

perimeter boundaries efc.

Project / Professional Fees

Many viability studies incorporate an assessment of fees based upon a percentage of
the base construction costs. Figures for fees relating to design, planning and other
professional fees can range from 8 -10% for straightforward sites to 20% for the most

complex, multi-phased sites. Such costs may include:

e Outline application costs;
e Environmental statements;
e Design and access statements;

e Masterplan and design codes;

27 Cost Estimation for household flood resistance and resilience measures summary of evidence — March 2015
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6.20

6.21

6.22

6.23

6.24

6.25

Public consultation costs;

e The discharge of planning conditions and approval of reserved matters;
e Planning application fees;

e Project managements costs;

e Building regulation fees; and

e Statutory undertakers’ fees, including bonding costs.

The previous EVA included professional fees at 12%. Based on our experience we
would generally expect fees to be higher on smaller sites (i.e. sub 50 units) as, in the
majority of cases, larger sites (greater than 50 units) will be developed by large
volume house builders, who have internal design feams and standard unit designs,

which will result in significant cost savings.

However, we understand that small and medium sized developers undertake the
majority of development across the District rather than the main national volume
house builders. In this context we have included professional fees at the rate of 12%.

This is applied to the total construction costs (construction costs and external works).

Contingencies

Contingencies are an allowance for unexpected development costs. The previous
assessment made no allowance for contingencies. Within our assessment we have
applied a confingency based on 3% of the total construction costs (construction costs

and external works).

CIL
East Lindsey's planning policy team confirmed they are not currently pursuing CIL.
They have undertaken some viability work but have decided not to progress at this

stage. For the purpose of this assessment no allowance has been included for CIL.

S106 Contributions
For the baseline modelling the previous assessment included costs of £7,000 per
dwelling. This figure was agreed with the (participating) Councils, at the fime of the

study, as being representative of the level of contributions being collected.

The Council has confirmed that the main items funded under the S106 regime are

education and health. The Council has provided us with a schedule of combined
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education and health contributions over the past 2 years (see Appendix |). This data
demonstrates that the Council has secured contributions of around £1,500 per
dwelling in relation to schemes of 50 dwellings or less, £2,182 per dwelling for schemes
between 50 and 150 dwellings and £5,628 per dwelling for schemes of 500 dwellings or
more. There was no evidence / datfa in relation to schemes providing between 151

and 499 dwellings.

6.26  For the purpose of our assessment we have included the following costs within our

assessment.

Table 13 — Indicative S106 Allowances

No of Dwellings $106Contribution per
dwelling
Less than 25 dwellings £1,275
26 — 50 dwellings £1,685
51 - 150 dwellings £2,250
151 to 350 dwellings £3,000
351 to 500 dwellings £5,600
Greater than 500 dwellings £7,000
Marketing

6.27  The previous EVA adopted an allowance of 3% of the Gross Development Value for
marketing fees. No separate allowances were included for sales agents and legal
fees, which we assume were included within the overall allowance for marketing. On
this basis a cumulative allowance of 3% is considered reasonable and has been

applied within our assessment.

Finance Charges / Interest Rate

6.28 The impact of cash flow assumptions on viability assessments is an important
consideration. While most viability appraisals include an interest rate on capital
employed, such costs are frequently applied solely to building costs pending sale.
Cash flow considerations should also take intfo account the costs of capital employed
in relafion fo infrastructure costs, Section 106 / CIL requirements and land purchase

costs etc.
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6.29

6.30

6.31

6.32

6.33

6.34

6.35

The previous EVA applied finance charges at the rate of 7.5% of build costs and a 10%
land finance cost. However, it is difficult fo establish what the appropriate rate of

interest would be in the current market.

It is also widely recognised that the approach to development varies widely and is
influenced by the equity invested in the site along with the financial organisation /
strength of the developer. For example a larger plc. developer may access debt
finance from a revolving corporate structure whilst a smaller developer may access
debt finance on a site by site basis. The interest rates can, therefore, differ widely

between these approaches.

An appropriate rate may fall somewhere between 6% and 7%. For the purpose of this
assessment we have applied an interest rate of 6.5% and applied this to half of the

fotal development costs.

Developer Overheads

The previous EVA included an allowance based on 5% of build costs. For the purpose
of this assessment we have included a gross profit margin (see below), which would
enable the developer to recover their overheads thereby removing the need for this
to be included as a separtate cost item. This mirrors the approach taken by most

residential developers.

Gross Profit Margin

Appraisal methodologies frequently apply a standard assumed developer margin
based upon either a percentage of Gross Development Value (GDV) or a
percentage of development cost. The majority of housing developers base their
business models on a return/profit, which is expressed as a percentage of Gross

Development Value (GDV).

This sort of modelling — with residential developer margin expressed as a percentage
of GDV is generally expected as the default methodology. The previous EVA applied
margins of 17% of GDV for the private sale units and 5% of the build costs for the

affordable housing.

For the purpose of this assessment we have applied a blended gross developer
margin of 18% GDV.
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6.36

6.37

6.38

6.39

Stamp Duty and Legal Fees on Residual Land Value

Stamp Duty

The gross residual land value would be subject to Stamp Duty at the rates which are
consistent with current HM Revenue and Customs requirements. These are set out in
Table 14.

Table 14 - Stamp Duty Thresholds for Non-Residential?é Land or Property

Purchase Price SDLT

Up to £150,000 (annual rent is under £1,000) 0%

Up to £150,000 (annual rent is £1,000 or more) 1%

£150,000 to £250,000 1%

£250,000 to £500,000 3%

Over £500,000 4%
Legal Fees

An allowance of 1.80% of the gross residual land value has been included within the

assessments.

Private Sales Values

It is accepted that different land and sale values will apply in various locations across
the District. This fact was also recognised in the previous EVA which divided the
District into three ‘value areas’; East Lindsey Established Towns, North Eastern

Settlements and Rural East Lindsey.

For the purpose of this assessment we have undertaken an analysis of the existing
property values achieved across the District??, with reference to the property types set

out within Table 10. The results of our analysis are summarised in Table 15.

28 The HMRC Guidance states that non-residential properties include commercial property such as shops or offices,
agricultural land, forests, any other land or property which is not used as a dwelling and six or more residential
properties bought in a single transaction.
2 Between August 2014 and August 2015
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Table 15 - Existing Property / Sales Values.

Ared All Average value

£psm (£psf)

LN11 - Louth including the villages of Legbourne, Fulstow, EEEARZI I NEAR:K] 1))
Grainthorpe, North Somercotes and Grimoldby/Manby
LN13 - Alford including the villages of Willoughby and EEARILIXultAK:YIeH)]

Huttoft

LN4 — Coningsby and Tattershall £1,888psm (£175psf)
LN9 — Horncastle including the village of Tetford £1,984psm (£184psf)
PE23 - Spilsby | £2,108psm (£196psf) |

DN3é6 — Northern Villages, including Holton le Clay, Tetney, £2,094psm (£195psf)
Marshchapel and North Thorseby

PE22 - Southern villages including Mareham le Fen, £2,257psm(£210psf)
Stickney, Friskney and Sibsey

LN8 — North West villages including Binbrook and Wragby £1,911psm(£177psf)
LN10 - Woodhall Spa £2,686psm (£250psf)
PE24 — South East large villages, including Wainfleet All X 0l0rf o o€ A K1Y o13))

Saints, Burgh Le Marsh, Hogsthorpe and Chapel St

Leonards
PE25 - Skegness including the village of Ingoldmells £1,594psm (£148psf)
LN12 — Mablethorpe / Sutton on Sea £1,492psm (£139psf)

6.40 It is generally accepted that new build properties typically sell for a premium over

existing homes, which reflects its ‘newness’, much as you do when purchasing a car.

6.41  Through our analysis it was established that new build properties currently sell at a
premium of between 8% and 35% over existing properties. The average premium was
16.67%. In order to establish what the likely new build values would be across this
District we applied a premium of 15% to the existing sales values included within Table
15.

6.42  On this basis the anticipated sales values for new build properties are set out within
Table 16.
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Table 16 — New Build Sales Values

Area Average value £psm
(£psf)

LN11 - Louth including the villages of Legbourne, £2,265psm (£210psf)

Fulstow,  Grainthorpe, North ~ Somercotes  and

Grimoldby/Manby

LN13 - Alford including the village of Wiloughby and £2,250psm (£209psf)

Huttoft

LN4 — Coningsby and Tattershall £2,171psm (£202psf)

LN9 — Horncastle including the village of Tetford £2,282psm (£212psf)

PE23 - Spilsby £2,424psm (£225psf)

DN36 - Northern Villages, including Holton le Clay, £2,408psm (£224psf)

Tetney, Marshchapel and North Thorseby

PE22 — Southern villages including Mareham le Fen, £2,595psm (£241psf)
Stickney, Friskney and Sibsey
LN8 — North West villages including Binbrook and m
Wragby
LN10 - Woodhall Spa | £3,089psm (£287psf)
PE24 — South East large villages, including Wainfleet All £2,308psm (£214psf)

Saints, Burgh Le Marsh, Hogsthorpe and Chapel St

Leonards
PE25 - Skegness including the village of Ingoldmells £1,833psm (£170psf)
LN12 — Mablethorpe / Sutton on Sea £1,716psm (£159psf)

6.43  Based on our analysis we have identified 4 distinct market zones, as summarised in

Table 16 and highlighted in Figure 1.

Table 16 — Market Value Zones

Value Zone Indicate Sales Value Range?°

Very Hot Greater than £250psf
Hot Circa £225psf to £250psf
Medium Circa £185psf - £225psf
Low Less than185psf
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6.44  Table 17 outlines the corresponding property prices, by house type, within each of

these zones. These values have been used within our assessment.

Figure 1 - Housing Market Zones

30 Based on the context of the local market.
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Affordable Housing Revenue

6.45 It has been assumed that the preferred delivery mechanism for the affordable

housing would be to transfer the units to a Registered Provider (RP).

6.46 We have been provided with evidence for approximately 150 property transactions
on mainly RP led schemes over the last 12 months. This data confirms that RP’s would
be looking to pay around 30% of market value for affordable rented properties; and

around 50% of market value for intermediate properties on Section 106 led schemes.

6.47  Within this context the values ascribed to the affordable housing property typess? are

summarised below.

Table 18 — Affordable Transfer Prices
Value Area K] bed 3 bed 3 bed 2 bed

Area detached terrace terrace

Affordable Rent £55,881 £47,612 £50,464 £39,056
Intermediate £93,134 £79,353 £84,107 £65,093

Affordable Rent £40,050 £34,123 £36,167 £27,991
Intermediate £66,749 £56,872 £60,279 £46,652

Low

Affordable Housing Grant

6.48  Affordable housing revenues are also based on a nil-grant approach. The previous
EVA modelled the sensitivity of including HCA funding but recognising that such
funding is only available in exceptional circumstances the Council has advised that

there is no need to consider this as part of the sensitivity testing.

32 Refer to Table 8
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7.

7.1

7.2

7.3

7.4

7.5

7.6

Appraisal Results and Policy Implications/Options

Taking info consideration the assumptions set out in the previous section we have
calculated the residual land values, using the residual appraisal method as explained

at Section 4, for the various site typologies3? across each value area.

The residual land values have then been compared against the benchmark land
value (£166,000 per acre) in forming an opinion on the viability of the affordable

housing options under consideration.

The results of our analysis are included at Appendix Il and a summary of the main

findings are presented below.
Inland Towns?34

High Value Areas

Within the high value areas (blue areas within Figure 1) affordable housing is
sustainable at 45% across typologies 1 to 6. Typologies 7 and 8 can only sustain 40%
affordable housing. No typology is able to sustain affordable housing at levels of 50%

or higher.

Based on our analysis of the Councils Draft Strategic Housing Land Availability
Assessment (SHLAA) October 2012 all of the possible housing land, which is likely to

come forward for development over the plan period, falls within Typologies 1 to é.

Within this context a target of 45% would be sustainable for the inland towns within the

high value area (blue areas within figure 1).

Medium Value Areas

Within the medium value areas (green areas within figure 1) affordable housing is
sustainable at 30% across typologies 1 to 6. Typology 7 is able fo sustain 25% whilst
typology 8 can only sustain 20%.

33 Described within Section 5
34 Refer to Tables A to K at Appendix I
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7.7

7.6

7.7

7.8

Once again based on an analysis of the sites within the Councils Draft Strategic
Housing Land Availability Assessment (SHLAA) October 2012 the maijority (88%) of the
sites that are likely fo come forward for development over the plan period, fall within

Typologies 1 fo 6.

On this basis a target of 30% would be sustainable for the inland towns within the

medium value area (green areas within figure 1).

Inland Villagess35

Very High Value Areas
Within the very high value area (red areas within figure 1) all typologies are able o

sustain affordable housing in excess of 50%.

A target of 50% would, therefore, be sustainable for the villages within the very high

value area (red areas within figure 1).

High Value Areas

Within the high value areas (blue areas within figure 1) typologies 1 and 2 are able to
sustain affordable housing in excess of 50%. Typologies 3 to 5 are able to sustain
affordable housing at 45% whilst typology 6 is only able to sustain affordable housing
at 40%.

Based on the profile of sites within the Councils Draft Strategic Housing Land
Availability Assessment (SHLAA) October 2012 the majority (69%) of the sites that are
likely to come forward for development over the plan period, fall within Typologies 1
to 2.

A target of 50% would also be sustainable for the villages within the high value area

(blue areas within figure 1).

35 Refer to Tables L to V in Appendix Il
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7.9

7.10

7.1

7.12

7.13

7.14

Medium Value Areas
Within the medium value areas (green areas within figure 1) typologies 1 and 2 can
sustain a maximum of 30%. Typologies 3 to 4 can sustain 25% Typology 5 can sustain a

target of 20%, but typology é can only sustain a maximum farget of 15.

The majority (81%) of the sites that are likely to come forward for development over
the plan period (based on the Draft Strategic Housing Land Availability Assessment
(SHLAA) October 2012) fall within Typologies 1 fo 2.

On this basis a target of 30% would be sustainable for the villages within the medium

value area (green areas within figure 1).

Coastal Hazard Zone

Villages within the High Value Coastal Areas3é

Low Flood Resilience Costs
Within the Coastal Hazard Zone typologies 1 to 4 can sustain 30% affordable housing.
Typology 5 can sustain 25% but typology 6 is only able to sustain 20% affordable

housing.

Median Flood Resilience Costs
Topologies 1 to 4 can sustain 25% affordable housing but typologies 5 and é are only

able to sustain 20%.

High Flood Resilience Costs
If the highest flood resilience costs are applied typologies 1 fo 4 can sustain 20%

affordable housing but typologies 5 and é can only sustain 15%.

As outlined previously the maijority (69%) of the sites (within the villages) that are likely
to come forward for development, within the high value area, fall within Typologies 1
fo 2.

36 Refer to Tables L to V in Appendix I
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On this basis and assuming a conservative position on the flood resilience costs a
target of 20% would be sustainable for the villages within the high value coastal

hazard zone.

Villages within the Medium Value Coastal Areas3”

Low Flood Resilience Costs
7.15 Typologies 1 to 4 are able to sustain affordable housing at a maximum of 5%

affordable housing. Typologies 1 and 2 are unable to sustain any affordable housing.

Median and High Flood Resilience Costs
7.16 If the median and higher flood resilience costs are applied no typology can sustain

any affordable housing.

On this basis (assuming a conservative position on the flood resilience costs)
affordable housing is unsustainable within the villages in the median value coastal

areas.

Towns and Villages within the Low Value Coastal Areass38

7.17  Development across all the typologies is not viable (i.e. negative land values are
generated) even when applying no affordable housing and the lowest flood

resilience costs3?

On this basis affordable housing is unsustainable within the towns and villages within

the low coastal value areas (yellow areas within figure 1).

37 Refer to Tables L to Vin Appendix I

38 Refer to Tables A to V within Appendix I

% The low value areas are within the Coastal Hazard Zone and development will need to mitigate against flood risk.
The costs associated with various levels of flood resilience are set out within Section 6.18 and 6.19.
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7.18

7.19

7.20

7.21

7.22

Options for Affordable Housing Policy

Option 1
Based on the evidence differential rates could be applied across the District reflecting

viability within each value area. On this basis the following targets could be justified.

e Towns within the high value area - 45%

e Towns within the medium value area - 30%

e Villages within the very high value area - 50%.

e Village within the high value area - 50%. It is recognised that this farget can’t be
sustained within the high value coastal areas, as a result of the additional costs
associated with flood resilience measure, but an appropriate viability clause
would permit variations based on site specific evidence.

e Villages in the medium value area — 30%. Once again it is recognised that this
target can’t be sustained within the medium value coastal areas but the viability
clause would, again, permit variations based on site specific evidence.

¢ No affordable housing in the low value coastal areas.

Option 2
Local Plan level viability is very closely linked to the concept of deliverability. In the
case of housing, a Local Plan can be said to be deliverable if sufficient sites are viable

fo deliver the plan’s housing requirements over the plan period.

Our analysis of the Councils Draft Strategic Housing Land Availability Assessment
(SHLAA) October 2012 shows that almost 90% of the future housing sites, within the
inland towns, are located within the medium value area. On this basis the evidence

suggests that a flat rate of 30% would be justified for the main fowns.

Within the villages only our analysis demonstrates that 53% of the future housing sites
are provided within the medium value area. On this basis the Council may wish to
consider a flat rate of 30% for the villages. However, by applying this approach the
Council would lose the opportunity to maximise the number of affordable units, within
the villages, as the evidence suggests that the high and very high value areas are

able o sustain much higher levels of affordable housing.

The Council may wish to consider a zero rate for the coastal hazard zone recognising

the viability constraints associated with flood resilience / mitigation measures.
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7.23  Recognising that this assessment has only focussed on greenfield typologies, in view of
the fact that most of the future housing supply included within the draft SHLAA is
agricultural land or greenfield in nature the council may also want fo include a
viability clause which would allow variations to policy thresholds on viability grounds,

particularly for Brownfield sites.
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8. Affordable Housing Thresholds

8.1 Policy Hé of the East Lindsey Local Plan (ELLP) applied a 25 unit or Tha (2.47 acres)
threshold in the fowns. However, this was superseded by PPS3 (November 2006) which
set a national minimum threshold of 15 units. PPS3 in turn was replaced by the NPPF
which is non-prescriptive on the subject of thresholds. However, a ministerial
statement issued in November 2014 infroduced a policy which excluded
developments of ten homes or fewer, or 1,000sg.m (10,764sq.ft) or less, from the
requirement to provide or contribute to affordable housing provision. In rural areas a

lower threshold of five homes applied.

8.2 The guidance within the Ministerial Statement was reflected in Policy SP3 of the Draft
Core Strategy (October 2012), which specified a threshold of 10 houses or more within
the towns and large villages across the District. However, this policy was removed
from the Governments National Planning Practice Guidance following a High Court

ruling in August 2015.

8.3 Following the recent ruling in the High Court and subsequent changes to the Planning
Practice Guidance the 10 dwelling threshold, set out within Policy SP3, is now
obsolete. The critical issue for the Council is that, in the short term, it means the
threshold of 25 houses or sites greater than Tha, from the 1995 Local Plan, or other
settlements where the Council has identified a need, is the basis for seeking

conftributions.

8.4 By reducing the site size and capturing affordable housing on a broader spectrum of
sites, the Council will be able to increase the amount of affordable housing delivered

through the planning system.

8.5 Having considered the potential supply of future housing land+o sites with capacity for
5 dwellings or less account for 1.4% of the overall housing supply4!. SHLAA sites with
capacity for 10 dwellings or less comprise 3.6% of the overall future supply and sites
with capacity for 15 dwellings or less comprise 6.9% of the overall supply. This analysis is

summarised in Table 35.

40 As set out within the Draft SHLAA 2012.
41 The SHLAA identfifies a future housing supply of 10,226 units
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8.6

8.7

8.8

8.9

8.10

Table 35 - Site Threshold Analysis

Totals

Dwellings on site of less than 5 dwellings 148(1.4%)

Dwellings on site of less than 10 dwellings 368 (3.6%)

Dwellings on site of less than 15 dwellings 703 (6.9%)

The Council has also advised that smaller sites have made a significant contribution to

past patterns of development and the capacity of builders operating locally.

The viability evidence presented in the previous section and set out within Appendix II.
demonstrates that small sites are more viable (i.e. they generate higher land values)
than the larger typologies in all scenarios. Even in the Coastal Hazard Zone the
viability gap is less pronounced for the smaller typologies than it is for the larger

typologies.

However, it must be acknowledged that the modelling approach used in this study
has some limitation when assessing the viability of small schemes. The model runs off
sfandard revenues per sgq.m (adjusted by value area) and standard build costs per
sg.m (adjusted for the differences in house typologies). Many other costs are
estimated as a percentage of build costs, while some costs are linked to the number

of units.

This approach means that small schemes are likely to display much the same patterns
of viability as larger schemes. This approach is justified in that there is no evidence that
site costs or revenues vary systematically with scheme size, across different value
geographies; nor, if site costs and revenues vary systematically with scheme size, what

the extent of any such variation might be.

However, it should be acknowledged that the sort of generic cost and revenue
assumptions applied in the model are likely to be more robust for larger schemes than
smaller schemes, because the costs and revenues are applied across a greater
number of units for larger schemes and exireme elements are balanced across the
scheme as a whole; and that it is possible that small schemes may frequently display

greater variability in cost and revenues than larger schemes.
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8.11

8.12

8.13

8.14

8.15

8.16

The analysis from the model cannoft, therefore, prove categorically that a specific

threshold policy is viable.

In addifion the fime involved in assessing small schemes is not likely fo be
proportionately less than that involved in assessing larger schemes. The unit cost of
administration per affordable housing unit secured is, therefore, likely to be greater for

small schemes than for larger schemes.

Therefore it is very probable that there is a point at which the costs of reduced
thresholds would outweigh the benefits given the staff fime that a large number of
small schemes will take up (possibly to the detriment of larger schemes) or the delay in
the processing of applications. This applies even if schemes below the threshold
could, on the basis of a viability assessment, make a contribution to affordable

housing provision.

The administrative burden42 would be compounded by the differential determination
periods for minor and major applications. Under the Town and Country Planning Order
authorities effectively have 8 weeks to determine a minor application (generally
defined as 9 dwellings or less) and 13 weeks for a major application (generally

defined as 10 or more dwellings).

If the threshold were to be reduced below 10 units a number of schemes (say those
between 5 and 9 units if the threshold were reduced to 5 units) would have to make
an affordable housing confribution, yet they would sfill be defined as minor
applications. These schemes would, therefore, be subject fo the lower 8 week
determination period, placing significant additional administrative burden on the
authority in terms of having to deal with an application comprising affordable housing

within the shorter determination period.

Consideration also needs to be given to the industry’s likely response to lowering the
threshold on schemes. The Council has advised that a significant number of
developments, across the District, are delivered by small house builders/developers
who will ordinarily only undertake schemes that fall below the threshold for affordable
housing provision. They simply do not wish to handle the additional complexity

involved in delivery of affordable housing.

1n terms of additional staff time
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8.17  Within this context we recommend that the Council consider a minimum threshold of

either 10 or 15 units.
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9.

9.1

9.2

9.3

9.4

9.5

9.6

Conclusions and Recommendations

The primary role of the viability assessment is fo provide evidence to show that the
requirements set out within the NPPF are met - i.e. that the policy requirements for
development set out within the plan do not threaten the ability of the sites and scale
of that development to be developed viably. Demonstrably failing fo consider this

issue will place the Local Plan at risk of not being found sound.

As outlined previously the most important function of an assessment is to bring
together and consider the cumulative impact of policies (Para 174 of the NPPF). This
means taking account of the range of local requirements such as design standards,
community infrastructure and services, affordable housing, local fransport policies and
sustainability measures, as well as the cost impact of national policy and regulatory

requirements.

This assessment does not provide a precise answer as fo the viability of every
development likely to take place during the plan period. Instead it simply provides
high level assurance that the policies within the plan are set in a way that is
compatible with the likely economic viability of development needed to deliver the

plan.

It will be the responsibility of the Council to use this assessment to help consider the
level of risk that their proposed policies (including affordable housing) place on
delivery. Given the clear emphasis on deliverability within the NPPF, Local Plan policies
should not be predicated on the assumption that the development upon which the

plan relies will come forward atf the ‘margins of viability’.

In making this local judgement, the Council will need to strike a balance between the
policy requirements that it deems necessary in order to provide for sustainable

development and the realities of economic viability.

A site can be said to be viable, if after taking account of all costs, including central
and local government policy and regulatory costs and availability of development
finance, the scheme provides a competifive return fo the developer to ensure that

development takes place and generates a land value sufficient to persuade the land
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9.7

9.8

owner to sell the land for the development proposed. If these conditions are not met,

a scheme will not be delivered.

Through this assessment we have demonstrated (please refer to the results tables

included at Appendix ll) that affordable housing is viable at the following rates.

45% within the inland tfowns in the high value areas.

30% within the inland towns in the medium value areas.

50% within the villages in the very high value areas

50% within the villages in the high value areacs. It is recognised that this target can’t
be sustained within the high value coastal areas, as a result of the additional costs
associated with flood resilience measure, but an appropriate viability clause
would permit variations based on site specific evidence.

30% within the villages in the medium value areas. Once again it is recognised
that this target can’t be sustained within the medium value coastal areas but the
viability clause would, again, permit variations based on site specific evidence.

Affordable housing is not sustainable in the villages or towns in the low value areas.

Options for Affordable Housing Policy

Option 1
Based on the evidence differential rates could be applied across the District reflecting

viability within each value area. On this basis the following targets could be justified.

Towns within the high value area - 45%

Towns within the medium value area — 30%

Villages within the very high value area - 50%.

Village within the high value area - 50%. It is recognised that this target can't be
sustained within the high value coastal areas, as a result of the additional costs
associated with flood resiience measure, but an appropriate viability clause
would permit variations based on site specific evidence.

Villages in the medium value area - 30%. Once again it is recognised that this
target can’t be sustained within the medium value coastal areas but the viability
clause would, again, permit variations based on site specific evidence.

No affordable housing in the low value coastal areas.
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9.9

2.10

92.12

92.13

92.14

92.15

Option 2
Local Plan level viability is very closely linked to the concept of deliverability. In the
case of housing, a Local Plan can be said to be deliverable if sufficient sites are viable

fo deliver the plan’s housing requirements over the plan period.

Our analysis of the Councils Draft Strategic Housing Land Availability Assessment
(SHLAA) October 2012 shows that almost 90% of the future housing sites, within the
inland towns, are located within the medium value area. On this basis the evidence

suggests that a flat rate of 30% would be justified for the main towns.

Within the villages only our analysis demonstrates that 53% of the future housing sites
are provided within the medium value area. On this basis the Council may wish to
consider a flat rate of 30% for the villages. However, by applying this approach the
Council would lose the opportunity to maximise the number of affordable units, within
the villages, as the evidence suggests that the high and very high value areas are

able o sustain much higher levels of affordable housing.

The Council may wish to consider a zero rate for the coastal hazard zone recognising

the viability constraints associated with flood resilience / mitigation measures.

Recognising that this assessment has only focussed on greenfield typologies, in view of
the fact that most of the future housing supply included within the draft SHLAA is
agricultural land or greenfield in nature the council may also want fo include a
viability clause which would allow variations to policy thresholds on viability grounds,

particularly for Brownfield sites.

Affordable Housing Thresholds
The viability evidence presented in the previous section and set out within Appendix |l
demonstrates that small sites are more viable (i.e. they generate higher land values)

than the larger typologies in all scenarios.

However, it must be acknowledged that the analysis from the modelling approach
used in this study has some limitation when assessing the viability of small schemes and

cannot prove categorically that a specific threshold policy is viable.
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2.16

2.17

92.18

In addition the time involved in assessing small schemes is not likely to be
proportionately less than that involved in assessing larger schemes. The unit cost of
administration per affordable housing unit secured is, therefore, likely to be greater for

small schemes than for larger schemes.

If the threshold were to be reduced below 10 units a number of schemes (say those
between 5 and 9 units if the threshold were reduced to 5 units) would have to make
an affordable housing contribution, yet they would still be defined as minor
applications. These schemes would, therefore, be subject fo the lower 8 week
determination period, placing significant additional administrative burden on the
authority in terms of having to deal with an application comprising affordable housing

within the shorter determination period.

Consideration also needs to be given to the industry’s likely response to lowering the
threshold on schemes. The Council has advised that a significant number of
developments, across the District, are delivered by small house builders/developers
who will ordinarily only undertake schemes that fall below the threshold for affordable
housing provision. They simply do not wish to handle the additional complexity

involved in delivery of affordable housing.

Within this context we recommend that the Council consider a minimum threshold of

either 10 or 15 units.
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