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1

INTRODUCTION
Background to the Study

1.1

South Bucks DC appointed Three Dragons to undertake an affordable
housing viability study in 2007 covering a range of housing market
circumstances across the District. The work was overseen by the Council’s
own Steering Group.

1.2

The broad aims of the study were to consider an appropriate target or targets
for the authority to use in its emerging Core Strategy, as well as to advise on
an appropriate threshold or thresholds in the light of the varying local market
and land supply conditions.

1.3

The report which was published in October 2007 set out three policy options:




50% affordable housing across the District (25% Social Rent (SR) and
25% intermediate), applied flexibly;
35% affordable housing across the District (25% SR and 10%
intermediate);
50% affordable housing in high value areas and 35% in lower value
areas.

1.4

Market and policy circumstances have changed since the publication of the
2007 report. The UK has entered an economic downturn with consequent
falls in house prices. The reduction in house prices has lead to an
expectation that Section 106 contributions should be correspondingly lower.
On the policy side, The South East Plan has now been finalised. This
includes an indicative region wide affordable housing target of 35% of all
housing to be affordable, with 25% of all new housing to be social rented
accommodation and 10% intermediate affordable housing. Given the high
level of housing need identified in the SHMA, the Council wishes to ensure
that its affordable housing requirement in its Core Strategy can be delivered
viably. The Council has therefore decided to update the current Development
Economics Study to take account of the changes since 2007.

1.5

The Council has further corresponded with the Planning Inspectorate which
recommended the need for a robust, credible, up-to-date and accurate
evidence base [as] the key foundation of a sound Core Strategy’
Policy context - national

1.6

This study focuses on the percentage of affordable housing sought on mixed
tenure sites and the size of site from above which affordable housing is
sought (the site size threshold). National planning policy, set out in PPS3
makes clear that local authorities, in setting policies for site size thresholds
and the percentage of affordable housing sought, must consider development
economics and should not promote policies which would make development
unviable.
PPS3: Housing (November 2006) states that:
‘In Local Development Documents, Local Planning Authorities should:
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Set out the range of circumstances in which affordable housing will be
required. The national indicative minimum site size threshold is 15 dwellings.
However, Local Planning Authorities can set lower minimum thresholds, where
viable and practicable, including in rural areas. This could include setting
different proportions of affordable housing to be sought for a series of site-size
thresholds over the plan area. Local Planning Authorities will need to
undertake an informed assessment of the economic viability of any thresholds
and proportions of affordable housing proposed, including their likely impact
upon overall levels of housing delivery and creating mixed communities’. (Para
29)
1.7

The companion guide to PPS31 provides a further indication of the approach
which Government believes local planning authorities should take in planning
for affordable housing. Paragraph 10 of the document states:
“Effective use of planning obligations to deliver affordable housing requires
good negotiation skills, ambitious but realistic affordable housing targets
and thresholds given site viability, funding ‘cascade’ agreements in case
grant is not provided, and use of an agreement that secures standards.” (our
emphasis)
Policy context – the South East

1.8

The Regional Spatial Strategy is the South East Plan (May 2009)2. Policy
H1 requires South Bucks to deliver 1,880 new dwellings between 2006 and
2026. The SEP includes several relevant policies in relation to this study,
including H3, which includes an indicative regional target of 35% of all
housing to be affordable. H3 adds that affordable housing thresholds “will
have regard to an assessment of economic viability, scale of need and impact
on overall levels of housing delivery”.
Policy context – South Buckinghamshire

1.9

The current adopted Local Plan is the South Bucks District Local Plan
(adopted March 1999)3. A number of policies in that Plan have been “saved”
until such time that they are replaced by policies in the Local Development
Framework. One of the saved policies is H5 (affordable housing). This seeks
a minimum of 20% of the bedspaces in housing schemes of 15 or more
dwellings to be affordable. When adopted, the Core Strategy will supersede
some of the saved Local Plan policies, including H5.

1.10

The most recent draft of the Core Strategy was the Emerging Approach
document (March 2009), which was subject to extensive public consultation4.
This included an emerging view for affordable housing that proposed:

1

CLG, Delivering Affordable Housing, November 2006

2

http://www.gos.gov.uk/gose/planning/regionalPlanning/815640/

3

http://www.southbucks.gov.uk/environment/planning/local_plan/908.asp.

4

http://www.southbucks.gov.uk/documents/south_bucks_district_local_plan___written_statement.pdf
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Setting an overall target for 450-500 new affordable dwellings to be
provided during the plan period;
the introduction of a target of 35% of dwellings on developments of 5
units or more, or 0.16 ha or more, to be affordable;
that between 50% and 75% of all affordable housing would be social
rented;
that commuted sums might be acceptable, e.g. where there are strong
reasons why on site provision is not appropriate;
Small scale ‘rural exception sites’ with 100% affordable housing would
be acceptable within or adjacent to designated rural settlements.

Research undertaken
1.11

There were four main strands to the research undertaken to complete this
study:


Discussions with a project group of officers from the commissioning
authorities which informed the structure of the research approach;



Analysis of information held by the authority, including that which
described the profile of land supply;



Use of the Three Dragons Toolkit to analyse scheme viability (and
described in detail in subsequent chapters of this report);



Consultation held with developers, land owners, their agents and
representatives from a selection of Registered Social Landlords active in
the district by way of feedback on the Viability Testing framework to the
study.

Structure of the report
1.18

The report adopts the following structure:


Chapter 2 explains the methodology we have followed in, first, identifying
sub markets and, second, undertaking the analysis of development
economics. We explain that this is based on residual value principles;



Chapter 3 provides analysis of residual values generated across a range
of different development scenarios (including alternative percentages and
mixes of affordable housing) for a notional 1 hectare site.



Chapter 4 considers options for site size thresholds. It reviews national
policy and the potential future land supply and the relative importance of
small sites. The chapter considers practical issues about on-site
provision of affordable housing on small sites and the circumstances in
which collection of a financial contribution might be appropriate (and the
principles by which such contributions should be assessed);



Chapter 5 identifies a number of case study sites (generally small sites
which are currently in use), that represent examples of site types found in
the authority. For each site type, there is an analysis of the residual
value of the sites and compares this with their existing use value.



Chapter 6 summarises the evidence collected through the research and
provides a set of policy options.
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2

METHODOLOGY
Introduction

2.1

In this chapter we explain the methodology we have followed in, first,
identifying sub markets (which are based on areas with strong similarities in
terms of house prices) and, second, undertaking the analysis of development
economics. The chapter explains the concept of a residual value approach
and the relationship between residual values and existing/alternative use
values.
Viability – starting points

2.2

We use a residual development appraisal model to assess development
viability. This mimics the approach of virtually all developers when purchasing
land. This model assumes that the value of the site will be the difference
between what the scheme generates and what it costs to develop. The model
can take into account the impact on scheme residual value of affordable
housing and other s106 contributions.

2.3

Figure 2.1 below shows diagrammatically the underlying principles of the
approach. Scheme costs are deducted from scheme revenue to arrive at a
gross residual value. Scheme costs assume a profit margin to the developer
and the ‘build costs’ as shown in the diagram include such items as
professional fees, finance costs, marketing fees and any overheads borne by
the development company.

2.4

The gross residual value is the starting point for negotiations about the level
and scope of s106 contribution. The contribution will normally be greatest in
the form of affordable housing but other s106 items will also reduce the gross
residual value of the site. Once the s106 contributions have been deducted,
this leaves a net residual value.
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Figure 2.1

Theory of the Section 106 Process

2.5

Calculating what is likely to be the value of a site given a specific planning
permission, is only one factor in deciding what is viable.

2.6

A site is extremely unlikely to proceed where the costs of a proposed scheme
exceed the revenue. But simply having a positive residual value will not
guarantee that development happens. The existing use value of the site, or
indeed a realistic alternative use value for a site (e.g. commercial) will also
play a role in the mind of the land owner in bringing the site forward and thus
is a factor in deciding whether a site is likely to be brought forward for
housing.

2.7

Figure 2.2 shows how this operates in theory. Residual value falls as the
proportion of affordable housing increases. At some point (here ‘b’),
alternative use value (or existing use value whichever is higher) will be equal
to scheme value. If there is a reasonable return to the land owner at point ‘b’
(i.e ‘b’ reflects best possible current use value (alternative or existing) and
there is a sufficient return, then the scheme will come forward. At point ‘c’,
affordable housing will make the site unviable. At ‘a’ the scheme should be
viable with affordable housing. The diagram does not assume grant. Grant
should be used to ‘lever out’ sites from their existing or best alternative uses.
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Figure 2.2

2.8

Affordable housing and alternative use value

The analysis we have undertaken uses a Three Dragons Viability model. The
model is explained in more detail in Appendix 1, which includes a description
of the key assumptions used.
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3

HIGH LEVEL TESTING
Introduction

3.1

This chapter of the report considers viability for mixed tenure residential
development for a number of different proportions and types of affordable
housing. The analysis is based on a notional 1 hectare site and has been
undertaken for a series of sub markets that have been identified. The chapter
explains this and explores the relationship between the residual value for the
scenarios tested and existing/alternative use values.
Market value areas

3.2

Variation in house prices will have a significant impact on development
economics and the impact of affordable housing on scheme viability.

3.3

We undertook a broad analysis of house prices in South Bucks in the initial
Viability Report of 2007. We have utilised this framework for the update
report. The house prices which relate to the sub markets provide the basis for
a set of indicative new build values as at December 2009. Table 3.1 below
sets out the postcode sectors in the District which were used as a basis of the
sub markets.
Table 1

Postcode sectors in South Bucks DC

PCS

Key settlement/area type

SL4 6
SL6 0
SL1 7
SL1 8
HP10 0

Rural area (south west District)
South Burnham (Lent Rise South) and Taplow
Central Burnham (including Lent Rise North)
North Burnham (Wymers Wood Rd; Dropmore Rd; Green Lane)
Rural area (west District)*

SL2 3

Rural area – main settlements – Farnham Common; Hedgerley;
Farnham Royal (mid District)

HP9 2
HP9 1
SL2 4
SL3 6

North East Beaconsfield (Ledborough Lane; Warwick Road and
Lakes Lane areas)**
Central and West Beaconsfield ***
Rural area but includes Stoke Poges (central south District)
Rural area (central east District)

SL0 9

Rural including Iver village and Richings Park

SL0 0
UB 9 4

Rural/M25 corridor but including Iver Heath (south east of District)
Rural including New Denham and Willowbank

UB9 5
SL9 0
SL9 7

Rural including Denham Green and village
Rural area ****
Gerrards Cross south including all the town in the area south of A40,
north of M40, west of M25 – Windsor Road & Fulmer Drive areas.
Gerrards Cross north including the centre and station area, Gerrards
Cross Common, Packhorse Road area *****

SL9 8

Smaller
settlements
Dorney
Cliveden
Littleworth
Wooburn
Common
Egypt; East
Burnham;
Farnham Park

Stoke Green
George Green;
Fulmer.
Huntsmoor
Park; Thorney
Tatling End
(East) and
Bakers Wood
Higher Denham
Tatling End
(West)
Bulstrode Park

Settlements outside South Bucks but included in postcode sector.
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*
**
***
****
*****

(in Wycombe DC) also includes Wooburn and Wooburn Green
also includes The Knotty Green East and Seer Green and Jordans areas (in Chiltern DC) and
Wooburn Green (in Wycombe DC)
also includes the Forty Green and Knotty Green (West) areas (in Chiltern DC)
primarily includes Chalfont Common (in Chiltern DC)
Austenwood and Chantry Wood areas are in Chiltern DC
Source: Market value areas as agreed between Three Dragons and South Bucks DC

From the data at postcode sector level, and using data sets for both second hand
and new dwellings, five sub markets were developed with indicative selling prices for
new build housing. The bespoke data set developed utilised HM Land Registry data
taking into account the significant sample of second hand property and its uplift to
new build. Indicative prices were then cross checked versus new.
It was agreed with the Council that the analysis should be based on five areas:
Gerrards Cross;
Beaconsfield;
The Farnhams and Stoke Poges;
Middle Market South Bucks;
South West South Bucks
These areas are shown in Map 1 below:
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Map 1 Sub markets in South Bucks DC area
Testing assumptions (notional one hectare site)
3.4

For the viability testing, we defined a number of development mix scenarios,
using a range of assumptions agreed with the Council. The scenarios were
based on an analysis of typical development mixes and were discussed at the
stakeholder workshop.

3.5

The development mixes were as shown

3.6



30 dph: including 10% 2 bed terraces; 15% 3 bed terraces; 25% 3 bed
semis; 25% 3 bed detached; 15% 4 bed detached; 10% 5 bed detached



40 dph: including 5% 2 bed flats; 15% 2 bed terraces; 20% 3 bed
terraces; 25% 3 bed semis; 20% 3 bed detached; 15% 4 bed detached;



50 dph: including 10% 2 bed flats; 20% 2 bed terraces; 25% 3 bed
terraces; 25% 3 bed semis; 15% 3 bed detached; 5% 4 bed detached;



80 dph: including 15% 1 bed flats; 30% 2 bed flats; 35% 2 bed terraces
and 20% 3 bed terraces.

We calculated residual scheme values for each of these (base mix) scenarios
in line with a further set of tenure assumptions. These were 30%; 35%; 40%;
45% and 50% affordable housing. These were tested at 75% Social Rent and
25% New Build HomeBuy in each case. For the New Build HomeBuy, the
share purchase was assumed to be 30%. All the assumptions were agreed
with the authority. Unless stated, testing was carried out assuming nil grant.
Other s106 contributions

3.7

For the modelling we have undertaken (and unless shown otherwise) we have
assumed that other planning obligations have a total cost of £5,000 per unit.
Results: residual values for a notional one hectare site

3.8

This section looks at a range of development mixes and densities. It shows
the impacts of increasing the percentage of affordable housing on residual
site values. The full set of results is shown in Appendix 3.
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Lower density housing (30 dph)
3.9

Figure 3.1 shows low density housing (30dph) and the residual values for
each of the market value areas outlined in Section 3.
Figure 3.1

Low density housing (30 dph) – Residual value in £s million



Figure 3.1 shows the full range of residual values across the South Bucks
DC area at 30 dwellings per hectare. There is a broad distinction
between, on the one hand Gerrards Cross, Beaconsfield and Farnham,
Stoke Poges & Rural, and on the other, Middle Market South Bucks and
South West South Bucks.



South Bucks is a very high value area. It can be seen that there are no
negative residual values. In Farnham, Stoke Poges and Rural, residual
values are over £4 million per hectare at 50% affordable housing. This is
well in excess of most locations in the South East at significantly lower
proportions of affordable housing. At the bottom of the market – South
West South Bucks – residual value is £2 million per hectare at 40%
affordable housing.



The range in values has potentially important implications for policy
making, as we identified in the 2007 viability report. With the scenarios
tested, residual values in Gerrards Cross at 50% affordable housing are
50% higher than residual values in South West South Bucks at 100%
market housing. These differences are highly significant in viability
terms.
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Medium density housing (40 dph)
3.10

Figure 3.2 shows lower density housing (40 dph) and the residual values for
each of the market value areas.
Figure 3.2

Medium density housing (40 dph) – Residual value in £s
million



A similar pattern of residual values can be observed between the 40 dph
scenario (Figure 3.2) and the 30 dph scenario previously shown in Figure
3.1. As for the 30 dph scenario, a range of positive residual values are
shown although a higher density increases these for all scenarios.



The impact of increased density varies between market areas and at
different levels of affordable housing. In most instances increases in the
order of 15% to 20% in residual value can be anticipated when moving
from 30dph to 40 dph schemes.
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High Density Housing (50 dph)
3.11

Figure 3.3 shows residual values for a (60 dph) scheme and the residual
values for each of the market value areas outlined earlier.
Figure 3.3

High density housing (50 dph) – Residual value in £s million



Generally, the 50 dph scenario will produce higher residual values than
the 40 dph scenario. This is not untypical of an authority in a buoyant
housing location.



Indeed, we would expect this density to be most consistent in delivering
high levels of affordable housing and other Section 106 contributions.
Even in the lower value sub markets increasing density (through 30 dph
and 40 dph to 50 dph) residual value increases at least up to 35%
affordable housing.



Residual values at 50% affordable housing are now approaching £6.75
million per hectare in Gerrards Cross, with residual values of £2 million
being achieved in South West Bucks at 40% affordable housing.
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Very High Density Housing (80 dph)
3.12

Figure 3.4 shows residual values for a (80 dph) scheme and the residual
values for each of the sub markets
Figure 3.4
million

Very high density housing (80 dph) – Residual value in £s

3.13

The 80 dph scenario tends to ‘stretch’ the viability picture. Compared with
lower densities, this (highest) scenario generates the highest residual values
in the highest value locations. However, it also produces lower residual
values in South West South Bucks than the 50 dph scenario does.

3.14

This means that the Council will need to consider the relationship between
location, density and development mix carefully when requiring affordable
housing. Higher density will only be the correct solution in middling to higher
value locations. In the weaker sub markets, lower density housing should
produce the optimal outcome, in terms of securing the maximum amount of
affordable housing.
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Impacts of potential grant funding
3.15

The availability of public subsidy (in the form of grant) can have a significant
impact on scheme viability. Grant given to the affordable housing providers
enables them to pay more for affordable housing units, thus increasing overall
scheme revenue and therefore the residual value of a mixed tenure scheme.
There are two main sources of grant which may be available: from the Homes
and Communities Agency and/or the local authority (for example using money
collected from development in the form of a commuted sum, through a
Section 106 agreement).

3.16

We should underline the point that the appraisal work previously shown
(Figures 3.1 to 3.4) is based on nil grant as a way of adopting a ‘conservative’
approach to policy setting. We have tested the impacts of grant on
development – here assuming grant of £50,000 per Social Rented unit and
£20,000 per New Build HomeBuy unit.

3.17

For our testing, we have tested the impact of grant on residual values for a 1
Ha site at 40 dph for five selected locations across the Borough. The results
are shown in Table 3.2.
Table 3.2
Comparison of impact of grant versus on residual values (at
40 dph): Residual Value (£ million per hectare); 75% Social Rent: 25%
Shared Ownership
40
Dph

Gerrards
Cross

Beaconsfield

Farnham, Stoke
Poges and
Rural

Middle Market
South Bucks

South West
South Bucks

No
grant

Grant

No
grant

Grant

No
grant

Grant

No
grant

Grant

No
grant

Grant

30%
AH

£8.49

£9.00

£7.53

£8.04

£6.89

£7.40

£3.36

£3.87

£2.49

£3.00

40%
AH

£7.33

£8.01

£6.48

£5.90

£6.58

£2.75

£3.43

£1.97

£2.65

50%
AH

£6.17

£7.02

£5.42

£4.91

£5.76

£2.13

£2.98

£1.44

£2.29

£7.16
£6.27

3.18

Table 3.2 shows that the availability of grant will enhance site viability. Grant
will be most effectively used in bringing sites forward in lower value areas.
For example, grant increases residual value by 60% in South West South
Bucks at 50% affordable housing. However, at 30% affordable housing in
Gerrards Cross, grant only increases residual value by 6%.

3.19

However, with the very high values achievable without grant in the District, we
do not anticipate that the Council will need to utilise grant to deliver sites
except in extraordinary circumstances.
Impacts of increasing the proportion of Intermediate housing within the
affordable element

3.20

In the previous section we considered the impact of grant on scheme viability.
Where grant is not available to support schemes (or is not sufficient on its
own), scheme viability can be (further) enhanced by increasing the
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percentage of intermediate affordable housing. We have tested all scenarios
thus far assuming the relevant affordable element is split 80% Social Rent
and 20% Shared Ownership. Here we test a 50%:50% split in the affordable
element.
Table 3.3

40
Dph

Residual site values (£ million per hectare) for a 40 dph scheme
comparing 50% Social Rent and 50% Shared Ownership without
grant versus a 75%:25% split with grant option

Gerrards Cross
50%:50%

Grant

(No grant)

Beaconsfield
50%:50%
(No
grant)

Grant

Farnham, Stoke
Poges and Rural
50%:50%

Middle Market
South Bucks

South West
South Bucks

Grant

50%:50%
(No
grant)

Grant

50%:50%
(No
grant)

Grant

(No
grant)

30%
AH

£9.29

£9.00

£8.27

£8.04

£7.58

£7.40

£3.77

£3.87

£2.84

£3.00

40%
AH

£8.41

£8.01

£7.46

£7,16

£6.81

£6.58

£3.29

£3.43

£2.43

£2.65

50%
AH

£7.52

£7.02

£6.64

£6.27

£6.05

£5.76

£2.81

£2.98

£2.02

£2.29

3.21

Table 3.3 shows the residual values with a 50%:50% split in the affordable
element. A 50%:50% split within the affordable housing element will increase
residual values (as against the 75%:25% split). However, its effectiveness, as
against using grant will vary according to location.

3.22

However South Bucks shows an interesting trend in that in the higher three
value areas, residual values at 50% SR:50% SO (without grant) are higher
even than the residual values at 75%:25% including grant. One reason for
this is that the revenue from Shared Ownership sales is based on relatively
high house prices. In very high house price areas, switching tenure has quite
dramatic impacts. However in the lower value areas switching tenure to a
higher percentage of intermediate affordable housing will not raise residual
values in the same way. Thus at 40% affordable housing in South West
South Bucks, residual value at 75%SR:25% SO including grant is higher
than the residual generated by a 50%SR:50%SO scheme.

3.23

Including a higher proportion of Intermediate affordable housing should not
generally, we believe, be a solution to viability challenges. Residual values
are already high and we believe in many instances schemes will be viable at a
lower percentage of intermediate affordable housing than 25% (of the overall
affordable housing contribution), which was the baseline testing.
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Alternative costs to a scheme - A higher planning gain package and
additional Codes (for Sustainable Homes)
3.24

Schemes could incur alternative costs for a number of reasons. One is a
higher level of Section 106 obligations (over and above affordable housing);
another is additional costs for the Code for Sustainable Homes.

3.25

The baseline testing has been carried out on the assumption that a CIL
contribution of £5,000 per unit will be introduced. However, a higher
infrastructure levy is not unforeseeable. On the basis of a 40 dph scheme, a
higher (£10,000 per unit) levy would generate additional costs of some
£200,000 per hectare.

3.26

The impact of the Code for Sustainable Homes (moving from Level 3 to Level
4) will be similar (i.e around £200,000 per hectare). These costs are
estimated, according to recent DCLG research (Code for Sustainable Homes:
A Costs Review – March 2010) at around £5000 per unit (to ‘move’ from Level
3 to Level 4).

3.27

Additional costs of this quantum would in the context of South Bucks have
varying impacts depending on location.

3.28

In the higher value sub markets, the impacts would be very limited. For
example, at 50% affordable housing in Gerrards Cross at 40 dph, the impact
of moving from Code 3 to Code 4 or by moving from a package of £5,000 per
unit to one of £10,000 would be to reduce the residual value by a mere 3%.
In South West South Bucks market however, the reduction would be in the
order of 16%, based on the same assumptions.
Market sensitivity testing

3.29

We are aware of current concerns about the volatility of the current housing
market, and as such, we have looked at a situation where house prices are
10% higher and 10% lower than the levels assumed in our main testing based
at January 2010. We have looked at these in the context of a selection of sub
markets – Gerrards Cross, Farnham/Stoke Poges/Rural and South West
South Bucks.

3.30

Table 3.4 shows residual values for a 40 dph scheme with house prices
increased and decreased by 10%. This is not a reflection of any particular
forecast of how the market will perform, but aims to show the sensitivity of
residual values to changes in house prices.
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Table 3.4

Residual values (£ million per hectare) for a 40 dph scheme
with prices 10% higher and lower than the baseline. No
grant; 75% Social Rent: 25% Shared Ownership

Prices Increased by 10%
Gerrards Cross
Farnham, Stoke Poges &
Rural
South West South Bucks

Affordable Housing Target
0%
£13.61

30%
£9.73

40%
£8.44

50%
£7.15

£11.30
£4.92

£7.98
£3.14

£6.87
£2.55

£5.76
£1.95

0%
£11.97

30%
£8.49

40%
£7.33

50%
£6.17

£9.87
£4.07

£6.89
£2.49

£5.90
£1.97

£4.91
£1.44

0%
£10.34

30%
£7.25

40%
£6.22

50%
£5.29

£8.44
£3.23

£5.81
£1.85

£4.93
£1.39

£4.06
£0.94

Baseline
Gerrards Cross
Farnham, Stoke Poges &
Rural
South West South Bucks
Prices Decreased by 10%
Gerrards Cross
Farnham, Stoke Poges &
Rural
South West South Bucks
3.31

Table 3.4 shows significant variation in residual values depending on the
assumption about future price changes. For example in Gerrards Cross, a
10% increase in house prices will increase residual land value by 15% at a
40% affordable housing target. At the lower end of the market, a small
increase in prices will have an even more dramatic impact; for example in
South West South Bucks a 10% increase in house price (at 40% affordable
housing) will increase residual by 30%. An equal (downward) effect on
residual values will occur where prices fall by 10%.

3.32

We should re-iterate that these are scenarios only, and at the time of writing,
there is no consensus on the direction for house prices.

3.33

Arguably a more robust measure of viability is to look at the relationship
between short and long term trends. Figure 3.5 shows short term volatility in
house prices against the long term straight line trend. It puts into context the
findings of this study in that our analysis has been based on figures very
marginally below the long term trend.

3.34

The chart shows trends for the South East region (Halifax House Price Index)
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Figure 3.5

Long term house price trends

Source: Halifax House Price Index
Source: Halifax House Price Index

3.35

This chart is important for the way the results of the study are interpreted. It
suggests that the results are on the ‘conservative’ side as we have taken our
analysis at the position in the market where prices are marginally below the
long term trend.
Viability on very large sites

3.36

The analysis carried out relates to a notional one hectare site, where it is
anticipated that market selling prices will broadly ‘pick up’ the values from
surrounding or very local settlements.

3.37

In practice, where large sites are released (several hundred houses), these
sites may have the potential to create their own market, which in many
instances will exceed the prices being charged for new housing on smaller
sites.

3.38

We understand that the Council have commissioned independent analysis on
two potential larger sites; at Wilton Park, Beaconsfield (circa 300 net new
homes) and at Mill Lane, Taplow (circa 100 net new homes). Wilton Park is in
a high value area and we understand that a mixed use development would be
viable on the site, even with infrastructure requirements, including a new
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access road into the site, demolition of the tower block and a proportion of
affordable housing. Mill Lane is in a less strong market location, although
again a mixed use scheme should be viable, with a proportion of affordable
housing provided.
Benchmarking results
3.39

There is no specific guidance on the assessment of viability which is
published by national government. In Section 2, we set out that we think
viability should be judged against a return to the developer and a return to the
land owner.

3.40

One approach is to take “current” land values for different development uses
as a kind of ‘going rate’ and consider residual values achieved for the various
scenarios tested against these. Table 3.5 shows residential land values for
selected locations within the South East.
Table 3.5

Residential land values regionally

Source: Valuation Office; Property Market Report, July 2009

3.41

The table indicates residential land values range from £0.8 million to £5
million per hectare in the Region (bulk land).

3.42

Another benchmark which can be referred to is that of industrial land. Table
3.6 shows values ranging from £365,000 per hectare to £2.2 million per
hectare.
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Table 3.6

South East industrial land values

Source: Valuation Office; Property Market Report, July 2009

3.43

The ‘benchmark’ of industrial land value can be important where land,
currently in use as industrial land, is being brought forward for residential
development or where sites may be developed either for residential or
employment use.

South Bucks DC – Draft Update Viability Report – March 2010

Page 22

4

LAND SUPPLY, SMALL SITES AND USE OF COMMUTED
SUMS
Introduction

4.1

This chapter reviews the policy context and options for identifying the size of
sites above which affordable housing contributions would be sought, in the
national policy context. The current site threshold operating in South Bucks is
set out in the adopted South Bucks Local Plan (1999) at 15 dwellings, but with
a threshold set at 5 dwellings (or 0.16 hectares) in the Core Strategy
Emerging Approach (2009).

4.2

The chapter provides an assessment of the profile of the future land supply
and the likely relative importance of small sites. It then considers practical
issues about on-site provision of affordable housing on small sites and the
circumstances in which collection of a financial contribution (in lieu of on site
provision) might be appropriate (and the principles by which such
contributions should be assessed).
Purpose of the Analysis

4.3

PPS3 Housing sets out national policy on thresholds and affordable housing
and states:
”The national indicative minimum site size threshold is 15 dwellings. However,
Local Planning Authorities can set lower minimum thresholds, where viable
and practicable, including in rural areas. This could include setting different
proportions of affordable housing to be sought for a series of site-size
thresholds over the plan area.” (Para 29)

4.4

By reducing site size thresholds and ‘capturing’ more sites from which
affordable housing can be sought, an authority can potentially increase the
amount of affordable housing delivered through the planning system.

4.5

In this section we examine the impact that varying site size thresholds would
have on affordable housing supply. In order to do this we need to examine
the likely future site supply profile.

Small sites analysis
4.6
We have analysed data on planning permissions granted in South Bucks from
2006 to 2009 in order to establish how important sites of different sizes are
likely to be to the future land supply. The tables below show the results of this
exercise.
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Table 4.1:

Planning permissions (2006 to 2009) for South Bucks DC
ALL SOUTH
BUCKS
Scheme
size

No. Of
Dwellings

1 to 4
5 to 9
10 to 14
15 to 24
25 to 49
50 to 100
> 100

Percentage
201
86
244
21
46
53
397

19.18
8.21
23.28
2.00
4.39
5.06
37.88

1048

100.00

Source: South Bucks DC
4.7

Table 4.1 suggests that 51% of all housing supply (as recent planning
permissions) will be delivered on sites below the current Local Plan affordable
housing threshold of 15 units. The proposed threshold of 5 units will still fail to
capture about 20% of dwellings as these are to be developed on sites of less
than 5 dwellings. This is a significant number of units which would otherwise
be captured should the threshold be reduced to one.

4.8

Table 4.2 looks at the profile of dwelling supply in the Principal Settlements,
defined in the Core Strategy Emerging Approach Document as Beaconsfield,
Gerrards Cross and Burnham. This analysis shows that a huge 95% of all
dwellings in these settlements are being built on sites of less than 15
dwellings. The proposed policy of a 5 dwelling threshold will exempt only
about 30% of dwellings from making an affordable housing contribution. As
previously, this is a significant decrease in the amount of housing falling
through the affordable housing threshold ‘net’.
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Table 4.2:

Planning permissions (2006
settlements in South Bucks

to

2009)

for

Principal

PRINCIPAL
SETTLEMENTS

Scheme size

No. Of
Dwellings

1 to 4
5 to 9
10 to 14
15 to 24
25 to 49
50 to 100
> 100

Percentage
124
59
207
21

30.17
14.36
50.36
5.11

411

100.00

Source: South Bucks DC
4.9

Table 4.3 looks at the profile of site supply for the other settlements in South
Bucks (those that are not Principal Settlements). This shows that 22% of all
dwellings on recently permitted schemes will be developed on sites of less
than 15 dwellings; this includes 12% of dwellings that will be developed on
sites of less than 5 dwellings. These figures are relatively low compared to
the Principal Settlements, however they are significantly affected by two large
‘windfall’ sites in Denham. If these were excluded then a much greater
reliance on small sites would be shown.
Table 4.3:

Planning permissions (2006 to 2009) for other settlements
in South Bucks
OTHER
SETTLEMENTS

Scheme size
1 to 4
5 to 9
10 to 14
15 to 24
25 to 49
50 to 100
> 100

No. Of
Dwellings

Percentage
77
27
37
46
53
397

12.09
4.24
5.81
0.00
7.22
8.32
62.32

637

22.14
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Source: South Bucks DC

Use of commuted sums
4.13 As a general principle, we recognise that seeking on-site provision of
affordable housing will be the first priority and that provision of affordable
housing on an alternative site or by way of a financial payment in lieu of onsite provision (also known as a commuted sum) should only be used in
exceptional circumstances. This position is consistent with national guidance
in Paragraph 29 of PPS3 which states:
“In seeking developer contributions, the presumption is that affordable housing
will be provided on the application site so that it contributes towards creating a
mix of housing. However, where it can be robustly justified, off-site provision or
a financial contribution in lieu of on-site provision (of broadly equivalent value)
may be accepted as long as the agreed approach contributes to the creation
of mixed communities in the local authority area” Para 29.
4.14 Where commuted sums are sought as an alternative to direct on or off-site
provision, PPS3 (para 29) sets out the appropriate principle for assessing
financial contributions - that they should be of “broadly equivalent value”
“In seeking developer contributions, the presumption is that affordable
housing will be provided on the application site so that it contributes towards
creating a mix of housing. However, where it can be robustly justified, off-site
provision or a financial contribution in lieu of on-site provision (of broadly
equivalent value) may be accepted as long as the agreed approach
contributes to the creation of mixed communities in the local authority area.”
PPS3 Para 29
4.15

Our approach is that the commuted sum should be equivalent to the
‘developer/landowner contribution’ if the affordable housing was provided on
site. One way of calculating this is to take the difference between the residual
value of 100% market housing and the residual value of the scheme with the
relevant percentage and mix of affordable housing.

4.16

If the ‘equivalence’ principle is adopted, then the decision of the local authority
to take a commuted sum will be based on the acceptability or otherwise of onsite provision as a housing and spatial planning solution.

4.17

Any justifiable concerns about scheme viability (whatever size of site) should
be responded to by providing grant or altering the tenure mix, or by a
‘reduced’ affordable housing contribution whether provided on-site, off-site or
as a financial contribution. Other planning obligations may also need to be
reduced under some circumstances.

4.18

However, if affordable housing is sought from very small sites, in certain
circumstances it becomes impractical to achieve on site provision, for
example from a housing association management perspective. There will
also be occasions where on-site provision can only deliver a partial
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contribution towards the proportion of affordable housing sought e.g. 40%
affordable housing in a scheme of 3 dwellings would deliver one affordable
unit on site (representing 33% of provision). In the latter case, it is possible to
devise a formula which mixes on-site provision with a commuted sum to
‘make up the balance’. The formula is set out in Chapter 6.
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5

CASE STUDY VIABILITY ANALYSIS
Introduction

5.1

The analysis in Chapter 3 provides a good indication of the likely viability of
sites in the District. The residual values can be compared with existing use
values to establish whether land owners are likely to make a return over and
above existing use value, taking into account a developer margin.

5.2

The analysis in Chapter 3 will apply for large as well as small sites (on a pro
rata basis). We do not have any evidence to suggest that the economics
change significantly between large and small sites. This also has been the
case elsewhere.

5.3

We look here however at a number of case studies based on a detailed
analysis of site supply for smaller sites to try to establish any particular
viability issues.
Case study sites

5.4

In this section, we review a number of case study developments which are
examples of small sites for residential development. Figure 5.1 shows typical
sites coming forward in the South Bucks District area over the period 2006 to
2009, with the nature of the existing source of supply (land or buildings). The
data is based on planning consents. Some of the schemes may now be
completed, others are potentially not yet built. Here we are measuring the
number of schemes of different sizes.
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Figure 5.1

Incidence of planning permissions (no of schemes) 2006-9

5.5

Figure 5.1 shows that the District derives a very significant proportion of sites
from the redevelopment or intensification of residential land. Around 75% of
schemes come from residential and residential cartilage ancillary land.

5.6

A very substantial number of schemes involve the demolition of an existing
dwelling to make way for two up to fourteen dwellings (60% of all incidences
of planning permission). None of these sites would qualify to secure an
affordable housing contribution, as they fall under the 15 unit threshold in
current Local Plan policy. Of this category almost half are schemes where two
dwellings replace an existing house. These schemes therefore amount to
30% of all incidences of planning permission (see Figure 5.1).

5.7

Other significant categories are schemes of one to nine dwellings on land with
an existing commercial use (10% of all incidences of planning permission.

5.8

There are a number of schemes which do not fit neatly into any of these
categories. These are included as miscellaneous. Permissions for more than
15 dwellings have been categorised separately.
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5.9

On the basis of the data, and focusing predominantly on schemes from
residential amenity land, we have selected three case studies for further
investigation. These are shown in Table 5.1.
Table 5.1

Case study sites

Case
Study

No
of
dwellings

Type of new development

Site Size
(Ha)

Dph

Comment

A

1

1 x 4 bed detached house

0.05

20

Lowest possible
number.

B

2

1 x 3 bed detached house;

0.08

25

Covers new build and
schemes where 2 new
homes replace an
existing dwelling.

0.125

32

Covers new build and
schemes where 4 new
build replace one or
more existing
dwellings.

1 x 4 bed detached house

C

4

2 x 3 bed semis;
2 x 4 bed detached

5.10

For each case study we have undertaken an analysis of residual values for
the five sub markets and at levels of affordable housing from 0%; 30%, 40%
and 50%. All the other assumptions used are the same as for the main
analysis described in Chapter 3.
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Case study A – Develop one detached houses on a 0.05 ha site
5.11

The first scenario assumes the development of one detached house. The
results, with the affordable housing impacts are shown in Table 5.2:
Table 5.2

Develop one detached house

Case A
Gerrards
Cross

Beaconsfield

Farnham,
Stoke Poges
& Rural

Middle Market
South Bucks

South West
South Bucks

0%

30%

40%

50%

£551,000

£390,000

£335,000

£281,000

£11.02

£7.80

£6.70

£5.62

£498,000

£349,000

£299,000

£249,000

£9.96

£6.98

£5.98

£4.98

£461,000

£321,000

£275,000

£228,000

£9.22

£6.42

£5.50

£4.56

£248,000

£161,000

£131,000

£102,000

£4.96

£3.22

£2.62

£2.04

£198,000

£124,000

£98,000

£74,000

£3.96

£2.48

£1.96

£1.48

Table shows residual values in a selection of market value areas: the upper figure is the
residual value for the scheme and the lower figure is the equivalent residual value per hectare
(in £s million)

5.12

Table 5.2 shows residual values at the different proportions of affordable
housing. There are two values given for each scenario. The value above
gives the absolute sum in £ pounds that a land owner will receive, and the
figure below is the site value based on a per hectare equivalent calculation.
All results are positive; i.e. they show a residual value above zero.

5.13

As with the High Level analysis however, very significant residual values are
shown, even in the weaker sub market areas. For instance, residual value is
£1.48 million per hectare at 50% affordable housing in South West South
Bucks.

5.14

We believe that were the Council to pursue a policy of requiring affordable
housing contributions on very small garden and backland sites then these
sites will normally be able to sustain affordable housing contributions.
However, each of these sites would need to be considered on its merits, as
devaluation to the existing dwelling may occur in several instances.

5.15

We do not think it will routinely be economically viable to provide affordable
housing in ‘one for one’ schemes. That is to say, the residual values
generated here will not normally be sufficient to purchase a house from the
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existing market. Two or more dwellings may do this, which we comment on
below.
Case study B – Develop two detached houses – one three bed and one
four bed.
5.16

The viability of developing two dwellings on a site where one dwelling is
demolished will depend on the site size and existing use value. There will be
some instances where the relationship between existing use value and
residual development value is favourable and some where this may not be the
case. Table 5.3 shows residual values for the development of the two
dwellings.

Case A
Gerrards
Cross

Beaconsfield

Farnham,
Stoke Poges
& Rural

Middle Market
South Bucks

South West
South Bucks

0%

30%

40%

50%

£920,000

£664,000

£578,000

£492,000

£11.50

£8.30

£7.22

£6.15

£826,000

£592,000

£513,000

£435,000

£10.30

£7.40

£6.41

£5.44

£764,000

£545,000

£471,000

£399,000

£9.55

£6.81

£5.88

£4.99

£412,000

£278,000

£233,000

£189,000

£5.15

£3.48

£2.91

£2.37

£412,000

£278,000

£233,000

£189,000

£5.15

£3.47

£2.91

£2.36

Table shows residual values in a selection of market value areas: the upper figure is the
residual value for the scheme and the lower figure is the equivalent residual value per hectare
(in £s million)

5.17

Table 5.3 shows a considerable increase in residual value in the higher value
sub markets over and above the results in Table 5.2 which relate to one
dwelling. This applies to the absolute residual values, but, to a lesser extent,
also to the residual values on a per hectare basis.

5.18

This type of scheme is important within the District where two new dwellings
replace a second hand one. Where this happens, we do not believe however
that the Council will routinely be able to require an affordable housing
contribution on viability grounds. Residual values at 100% market housing
range from £920,000 to £412,000. These values are however we believe
insufficient to bring sites forward including affordable housing where a
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developer would have to acquire an existing house to make the development
happen.
Case study C – Development of four houses – two three bed semis and
two four bed detached
5.19

Figure 5.1 shows that a significant number of schemes involve the
development of three to five new dwellings, either on residential or
commercial land. Table 5.4 shows the results from this analysis.
Table 5.4

Develop four dwellings

Case A

0%

30%

Gerrards
Cross

£1,570,000

£1,119,000

£969,000

£819,000

£12.56

£8.95

£7.75

£6.55

£1,406,000

£995,000

£858,000

£720,000

£11.25

£7.96

£6.86

£5.76

£1,292,000

£907,000

£780,000

£651,000

£10.34

£7.26

£6.24

£5.21

£685,000

£447,000

£368,000

£289,000

£5.48

£3.58

£2.95

£2.31

£537,000

£335,000

£268,000

£200,000

£4.29

£2.68

£2.14

£1.60

Beaconsfield

Farnham,
Stoke Poges
& Rural

Middle Market
South Bucks

South West
South Bucks

40%

50%

Table shows residual values in a selection of market value areas: the upper figure is the
residual value for the scheme and the lower figure is the equivalent residual value per hectare
(in £s million)

5.20

Table 5.4 shows that residual values remain strong in all sub markets. For
residential amenity land, the uplift in value is likely to be very significant.

5.21

For schemes involving the development of four new dwellings on a site where
one dwelling is demolished, we believe that a 40% affordable housing target
is achievable in Beaconsfield and Gerrards Cross, around 30% affordable
housing in Farnham and Stoke Poges and up to 30% affordable housing in
the weakest two sub markets.
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Commentary on the results
5.12

This section on case studies shows the range of viability situations which
occur when a range of existing use values is considered. Small sites with a
low existing value, for example garden or back land, can be seen to be viable
in all areas of the District.

5.13

Where schemes involve the demolition of a dwelling however, we think that
the new scheme will normally require at least three new dwellings before the
Council can require an affordable housing contribution.

5.14

Viability will depend very much on the relationship between residual value and
existing use value. Given the range of circumstances prevailing across small
sites the Council will need to maintain a flexible approach on both small and
larger sites considering this important relationship.

5.15

Overall, the case studies do not show that there is a particular viability
challenge that does not otherwise apply on large sites. In fact the analysis
here demonstrates that viability is much more a function of location and
development density and mix than it is of site size. Increasing site size does
not lead to more viable outcomes,

South Bucks DC – Draft Update Viability Report – March 2010

Page 34

6

MAIN FINDINGS AND CONCLUSIONS
Overview

6.1

In undertaking this viability study we have provided a broad based and
comprehensive testing approach. This has involved two main types of
analysis – a generic development type using a notional 1 hectare site along
with analysis of a range of case study sites reflecting the particular
development types found in the South Bucks area. Our testing approach has
then considered a range of sub markets within the District and different
density and development mix types, along with testing at different levels of
affordable housing. The residual values generated have been benchmarked
against historic residential land values and existing use values. We believe
that this range and depth of analysis provides a very robust basis for the
Council to establish policies for both affordable housing targets and
thresholds in its Local Development Framework.
Key findings

6.2

Our analysis, as in the previous study of 2007, identified five sub market
areas within the District. These are


Gerrards Cross,



Beaconsfield,



Farnham, Stoke Poges and Rural,



Middle Market South Bucks and



South West South Bucks.

6.3

The District has a range of housing markets with significant variance in house
prices. All sub markets are relatively buoyant but the District includes very
high and very viable sub markets such as Gerrards Cross and Beaconsfield.
Relatively small differences in house prices however lead to significant
differences in the ability of specific areas to deliver affordable housing.

6.4

There is a significant division in residual values between the top three sub
markets – Gerrards Cross, Beaconsfield and Farnham/Stoke Poges/Rural and
the lower two value areas. To give an idea of the differences, a 50%
affordable housing contribution in Beaconsfield (not the highest value area)
will generate a residual of £5.42 million per hectare at 40 dph, whilst the same
scheme in South West South Bucks will generate only around £4.07 million
per hectare at 100% market housing. On this basis, a split affordable target
would seem to be a valid option,

6.5

We tested a range of development densities and mixes. This analysis
suggested that a density of around 50dph is most likely to optimise affordable
housing contributions. However, much depends on the location and precise
development mix being promoted, for example such densities may not be
consistent with local character.

6.6

In Middle Market South Bucks residual values at 50% affordable housing are
in excess of £2million per hectare at 40 dph. In most cases we believe that
this value will compete well with alternative site uses.
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6.7

Very high density development (at 80 dph here) will have the effect of
increasing residual value (over lower density) in the higher value sub markets
(highest two) at all proportions of affordable housing (up to 50%). However in
the lower value sub markets, very high density development will not maximise
residual values. For example, at 40% affordable housing, residual value in
South West South Bucks is £1.97 million per hectare at 40 dph, whereas at 80
dph it is £1.37 million per hectare.

6.8

The introduction of grant at the levels tested makes a significant difference to
residual values, but its impact will be mostly helpful in mid to lower sub market
locations. We do not believe however that South Bucks is an area where
grant is generally needed to make schemes viable.

6.9

In the higher value areas, splitting the tenure towards a higher proportion of
intermediate housing (we tested here a 50%:50% split) will bring residual
values above the ‘Grant’ scenario tested. In the lower value sub markets,
including a higher proportion of intermediate housing will not be so effective,
although we think that the Council will be able to deliver most of its schemes
with relatively high proportions of Social Rented housing.

6.10

The analysis shows that residual values are sensitive to house prices.
Changes in house prices could have a significant impact on viability. This
applies not only in the short term, in ‘credit crunch’ conditions, but also over
the long term, where historically the trend in prices has been to increase
(albeit with various peaks and troughs along the way).

6.11

Additional costs associated with either a higher Code for Sustainable Homes
or a higher CIL requirement (we assumed an additional £5,000 over the
baseline test) would have fairly limited impacts in South Bucks. For example,
at 50% affordable housing in Gerrards Cross at 40 dph, the impact of moving
from Code 3 to Code 4 or by moving from a package of £5,000 per unit to one
of £10,000 would reduce residual value by a mere 3%. In South West South
Bucks market however, the reduction would be in the order of 16% on the
same assumptions.

6.12

The analysis of the supply of sites in the District suggested that smaller sites
make a significant contribution to the total supply of dwellings. The current
Local Plan (and PPS3 indicative) threshold will fail to capture over 50% of the
current permissions (2006-9). The emerging Core Strategy threshold of 5
dwellings would still fail to capture around 20% of the new dwellings.

6.13

Within the Principal Settlements of Gerrards Cross, Beaconsfield and
Burnham, 95% of all dwellings will be developed on sites of less than 15
dwellings, meaning that it is imperative that the threshold is reduced below the
national figure in PPS3. 30% of recently permitted dwellings in the Principal
Settlements will be developed on sites of less than five dwellings.

6.14

Our analysis did not find a particular systematic viability constraint associated
with small sites that would lead to a policy recommendation exempting small
sites from affordable housing contributions, although managing on site
affordable dwellings on such very small sites could cause problems for
housing associations.
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6.15

Viability is highly sensitive to the relationship between existing (or, where
relevant, alternative) use value. We have looked at this issue with respect to
the case studies. Affordable housing will be viable in several cases, mostly
on sites in back or garden land use. However, the analysis showed that small
redevelopment and conversion schemes could be challenging where two or
less new homes replace an existing one.

6.16

It is important to highlight that it is not the size of the site per se that causes
difficulties with viability, but the nature of the existing or alternative use.

6.17

Where a financial payment in lieu of on-site provision of affordable housing (or
commuted sum) is to be sought, it should be of “broadly equivalent value”.
This approach is, on the evidence we have considered, a reasonable one to
take in policy terms.

6.18

If this ‘equivalence’ principle is adopted, then the decision of the local
authority to take a commuted sum will be based on the acceptability or
otherwise of on-site provision as a housing and spatial planning solution, not
in response to viability issues.
Conclusions and policy recommendations

6.19

There is no detailed government guidance setting out how targets should be
assessed, based on an assessment of viability. In coming to our conclusions,
we have reviewed the residual values generated for the different sub markets
in the District at the alternative levels of affordable housing tested and
considered how these values compare with a number of benchmarks
including existing use value and current land values.

1.12

Policy H5 of the South Bucks District Local Plan seeks a minimum of 20% of
the bedspaces in housing schemes of 15 or more dwellings to be affordable.
When adopted, the Core Strategy will supersede some of the saved Local
Plan policies, including H5. The most recent draft of the Core Strategy was
the Emerging Approach document (March 2009).
This proposed an
affordable housing target of 35% of dwellings on developments of 5 units or
more, or 0.16 ha or more. The Council is now about to publish its Proposed
Submission Core Strategy.

6.20

On the basis of the available evidence, we believe there are three key options
for setting affordable housing proportions for spatial planning policy purposes.


Pursue the policy set out in the Core Strategy Emerging Approach. This
would introduce a target of 35% across the whole District. We think that
this approach will routinely deliver affordable housing, and in most
instances, without grant funding. The approach would however in our
view, considerably underestimate the potential for delivering higher
percentages of affordable housing in the higher three value locations and
in particular in Gerrards Cross and Beaconsfield.



Adopt a split policy target approach. This would involve setting a target
of 50% affordable housing in the three higher value areas and 35%
elsewhere. Although this is a valid option, it might be more challenging
to implement.
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6.21

A third approach would be to go for a 40% target across the District. This
approach would almost certainly require grant funding in the lower sub
market areas in many instances, but at 40% (rather than a 35% single
target) it would move to closer to capturing the considerable potential for
Section 106 contributions in locations such as Gerrards Cross and
Beaconsfield.

The first and third options would provide a simpler approach – keeping the
target the same for all areas. However, as stated, the higher value areas of
the District could, we anticipate deliver significantly higher volumes of
affordable housing.
Viability on individual sites

6.22

Our analysis has indicated that there will be site-specific circumstances where
achievement of the affordable housing proportions set out above may not be
possible. This should not detract from the robustness of the overall targets but
the council will need to take into account specific site viability concerns when
these are justified.

6.23

If there is any doubt about viability on a particular site, it will be the
responsibility of the developer to make a case that applying the council’s
affordable housing requirement for their scheme makes the scheme not
viable. Where the Council is satisfied this is the case, the council has a
number of options open to it (including changing the mix of the affordable
housing and supporting a bid for grant funding from the Homes and
Communities Agency and/or using their own funds) before needing to
consider whether a lower level of affordable housing is appropriate. In
individual scheme negotiations, the council will also need to consider the
balance between seeking affordable housing and its other planning obligation
requirements.
Thresholds

6.24

There is a significant need for affordable housing in the District and it is
appropriate for the Council to give consideration to a lower threshold than the
indicative national minimum (15 dwellings) set out in PPS3.

6.25

Indeed, the analysis of the supply of sites suggests that the PPS3 threshold
will fail to capture over 50% of the current permissions (2006-9). Further, it
suggests that within the Principal Settlements of Gerrards Cross,
Beaconsfield and Burnham, 95% of all dwellings will be developed on sites of
less than 15.

6.26

The Core Strategy Preferred threshold of 5 dwellings will still fail to capture
around 20% of the new dwellings. For the Principal Settlements, the figure is
30%. However, this would be a marked improvement on the current position.

6.27

On the basis that viability is not systematically constrained by size of site (and
we show here that it is not), the question is then whether the Council should
adopt a threshold below fifteen; and whether it should go below five as a
threshold.

6.28

We think the case for reducing the threshold below fifteen is very strong given
viability and the balance of supply which, in particular in the Principal
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Settlements is heavily weighted towards small sites. We do not believe that
there are strong arguments against a reduction in the threshold below fifteen.
6.29

The question whether the Council should adopt a threshold below five needs
careful consideration. On viability grounds, there are a number of very small
sites which will be developed from garden and residential ancillary land
(residential curtilage) and which are likely to generate very substantial uplift
from existing use value.

6.30

However, South Bucks does have a significant number of schemes involving
the demolition of existing houses which we have shown presents substantial
viability challenges. Whilst there is no magic number of new homes which will
trigger an affordable housing contribution (it depends on location) we believe
that very small schemes (replacement ‘one for one’ and two for one will not
normally generate a contribution.

6.31

On this basis, we believe that the position set out in the emerging Core
Strategy, i.e. at five dwellings, is a reasonable policy position to adopt.
Commuted sums

6.32

Where commuted sums are collected a possible approach to calculating the
appropriate sum sought is to base this on the equivalent amount which would
be contributed by the developer/landowner were the affordable housing
provided on site. This is expressed as follows:
RV 100% M = Residual value with 100% market housing
RV AH
= Residual value with X% affordable housing (say 40%)
Equivalent commuted sum = RV 100% MV minus RV AH

6.33

Where commuted sums are collected, the Council will need to have in place a
strategy to ensure the money is spent effectively and in a timely manner.
Options for spending will be a matter for the council to consider but could
include supporting schemes which would otherwise not be viable, increasing
the amount of social rented housing in a scheme, increasing the proportion of
family units in a scheme, seeking higher quality affordable housing (e.g. a
higher level of the Code for Sustainable Homes).
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Appendix 1 Key data assumptions
Market areas and prices:

The development mixes were as follows:
Density (Dwellings per Hectare)
30

40

50

1 Bed Flat

80
15

2 Bed Flat

5

10

30

2 Bed Terrace

10

15

20

35

3 Bed Terrace

15

20

25

20

3 Bed Semi

25

25

25

3 Bed Detached

25

20

15

4 Bed Detached

15

15

5

5 Bed Detached

10

100

100

Percentage

100

100

Affordable housing targets:
30%;
35%;
40%;
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45%;
50%
Affordable housing split: 75% to 25% Social Rent to Shared Ownership
Typical unit sizes adopted (m2):
Market
1 Bed Flat
2 Bed Flat
2 Bed Terrace
3 Bed Terrace
3 Bed Semi
3 Bed Detached
4 Bed Detached
5 Bed Detached

Affordable
45
60
65
80
90
110
135
150

South Bucks DC – Draft Update Viability Report – March 2010

46
67
76
84
86
90
110
125

Page 41

Appendix 2 Results – Residual values – no grant scenarios
30 Dph
Gerrards Cross
Beaconsfield
Farnham, Stoke Poges & Rural
Middle Market South Bucks
SW South Bucks

0%
10.36
9.09
8.39
4.48
3.53

30%
7.31
6.36
5.83
2.88
2.16

35%
6.81
5.9
5.4
2.61
1.94

40%
6.3
5.45
4.98
2.35
1.7

45%
5.79
4.99
4.55
2.08
1.48

50%
5.28
4.54
4.12
1.82
1.26

0%
11.97
10.71
9.87
5.22
4.07

30%
8.49
7.53
6.89
3.36
2.49

35%
7.91
7.01
6.4
3.05
2.23

40%
7.33
6.48
5.9
2.75
1.97

45%
6.75
5.95
5.4
2.44
1.71

50%
6.17
5.42
4.91
2.13
1.44

0%
£13.37
£11.95
£10.98
£5.75
£4.46

30%
£9.30
£8.24
£7.51
£3.57
£2.60

35%
£8.63
£7.62
£6.93
£3.20
£2.28

40%
£7.95
£6.99
£6.35
£2.84
£1.97

45%
£7.27
£6.38
£5.77
£2.48
£1.66

50%
£6.60
£5.76
£5.19
£2.11
£1.35

0%
30%
£14.99 £10.09
£13.34 £8.85
£12.11 £7.93
£5.94 £3.29
£4.42 £2.13

35%
£9.28
£8.10
£7.23
£2.85
£1.75

40%
£8.46
£7.35
£6.53
£2.41
£1.37

45%
£7.65
£6.61
£5.83
£1.96
£0.99

50%
£6.89
£5.86
£5.14
£1.52
£0.60

40 Dph
Gerrards Cross
Beaconsfield
Farnham, Stoke Poges & Rural
Middle Market South Bucks
SW South Bucks
50 Dph
Gerrards Cross
Beaconsfield
Farnham, Stoke Poges & Rural
Middle Market South Bucks
SW South Bucks
80 Dph
Gerrards Cross
Beaconsfield
Farnham, Stoke Poges & Rural
Middle Market South Bucks
SW South Bucks
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Illustrative scheme – 30 dph – Farnham, Stoke Poges and Rural sub market –
at 40% Affordable Housing
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