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TEST 7 OF SOUNDNESS – POLICY CS15 OVERALL HOUSING PROVISION  
 
POLICY CS15 fails the test of ‘soundness’ in respect of test No.7 – it fails to represent 
the most appropriate in all the circumstances. 
 
In relation to the provision of affordable homes on ‘qualifying’ sites of 15 dwellings or 
more it says “…. 30% of the total number of dwellings should be affordable homes, to be 
provided without public subsidy (subject to viability assessment)” . 
 
In November 2006 the Government issued “Planning Policy Statement (PPS3) on 
Housing” and a companion document “Delivering Affordable Housing”. The Council’s 
Core Strategy document will have to be amended to accord with the new policy 
statement. This will mean (as set out in paragraph 29 of PPS3) 

1. Incorporating the definition of affordable housing contained in Annex B of PPS3 
to include expressly both social rented housing and intermediate affordable 
housing. 

2. Set an overall plan wide target for affordable housing which reflects the new 
definition of affordable housing. 

3. Confirm that Local Plan Development Documents (LPDs) will assess the likely 
economic viability of land for housing, taking account of the risks to delivery and 
drawing on informed assessments of the likely levels of finance available for 
affordable housing. 

 
There are three areas in which it is considered that policy CS15 specifically fails 
Test 7 in that it fails to represent the most appropriate policy in all the 
circumstances having considered the relevant alternatives. These are set out below. 
 

1. The percentage of dwellings that should be affordable 
 
2. The requirement that the affordable homes are provided without public subsidy 
 
3. Viability assessment. 
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1. The percentage of homes that should be affordable 
 
This has been raised from 25% to 30% in the Core Strategy. The Council’s Housing 
Strategy refers to “… seeking to secure 25% affordable housing on all qualifying sites”. 
In their assessment of delivery through the planning system of affordable housing 25% 
was considered the most realistic balance housing need and deliverability. The Strategy 
states that local development costs combined with relatively low property values limits 
the potential for the private sector to deliver higher percentages. The Strategy also says 
that work done by consultants and the Planning and Housing departments has risk 
assessed the 25% target and considers it to be the best balance between encouraging 
supply and meeting affordable need. 
 
Since the Strategy was approved house prices have levelled off, if not fallen. Building 
costs have risen significantly in the same timescale. Margins have therefore reduced and 
schemes are now less viable. This means the difficulty of meeting the 25% target has 
increased. Increasing the level to 30% will reduce the supply of affordable housing. The 
policy indicates the 30% is an absolute rather than ‘seeking to’.   
 
 It may be more appropriate that the Council seek to negotiate the proportion of 
affordable housing on a site by site basis based on an overall guideline target that 25% 
should be affordable in individual schemes. 
 
There has been no risk assessment to see if the 30% target is achievable in the balance 
between encouraging supply and meeting affordable need and no assessment has been 
made of the likely viability of land for housing taking account of the risks to delivery and 
the likely levels of finance available for affordable housing (paragraph 29 PPS3) 
 
2. Provision of affordable homes without public subsidy 
 
Up until now public subsidy, particularly for social rented housing has helped in 
achieving higher levels of provision. It has been necessary to do this on s106 sites to 
ensure delivery. The change of wording to include without subsidy will distort the 
balance between encouraging supply and meeting affordable need even more. If 
affordable housing has to be provided on a 50% social rented and 50% intermediate 
(shared ownership or shared equity) basis that means a substantial additional cost to the 
proposed development which will severely impact on viability and deliverability. Up 
until now the intermediate housing has largely been funded without public subsidy but 
social housing requires public subsidy because the economic return is so low if it is 
funded as part of the development. This will again distort the balance between 
encouraging supply and meeting affordable need and given the relationship between sales 
values and rapidly rising building costs it will inevitably result in a reduced supply. The 
words without public subsidy need to be removed from the policy. The policy statements 
in PPS3 require this because the availability of public subsidy is a major determining 
issue for viability. The whole issue can be properly assessed through a viability 
assessment which would include the availability of public subsidy. Delivery without 
public subsidy does not appear to have been properly risk assessed. 
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In addition, PPS3 recognises the role that other regulated affordable housing providers 
have in delivering affordable housing, particularly in the form of intermediate housing. 
Not for profit Community Interest Companies are an example of such a provider. This is 
not reflected in the policy 
 
3. Viability assessment 
There seems to be no clear method of assessment for viability. The policy refers to 
(subject to viability) and the text refers to a financial appraisal. Other Authorities 
including the London Boroughs and some Cornish Authorities have adopted a ‘toolkit’ 
(which is referred to in the Housing Strategy) which is a fairly sophisticated model 
developed by the Council’s Consultants, Three Dragons, which provides a proper basis 
for assessing viability in the first instance. It can accurately measure the impact that a 
lack of public subsidy will have on viability and can be adjusted to reflect current sales 
values and build costs. The Council, as I understand it, have approached Baker 
Associates to look at viability. It is hoped that the approach that was used and relied upon 
in the South Hams Core Strategy DPD it not used again. The Inspector in his Report 
(October 2006) in paragraph 9.18 stated that it was unreliable to accept the specific 
findings of the Baker Associates Report to justify a realistic and reasonable target for 
affordable housing. The Report did not seek to determine an optimal percentage figure or 
test a range of figures for each site or the impact on thresholds. It is the assessment 
methodology that is important and the degree to which all parties are consulted including 
the private sector. 
 
IN THE LIGHT OF THE COMMENTS ABOVE IT IS SUGGESTED THAT 
POLICY CS15 – OVERALL HOUSING PROVISION IS AMENDED AS 
FOLLOWS 
 

1. Reference is made to the definition of affordable housing as set out in Annex B of 
PPS3 to include expressly both social rented and intermediate housing. 

 
2. Set an overall plan wide target for affordable housing which reflects the new 

definition of affordable housing. 
 
3. Confirm that Local Plan Development Documents (LPDs) will assess the likely 

economic viability of land for housing,taking account of the risks to delivery and 
drawing on informed assessments of the likely levels of finance available for 
affordable housing. 

 
4. Change sentence three to read – A range of providers, principally the private 

sector, registered social landlords and other regulated affordable housing 
providers will supply the new dwellings. 

 
5. Change sentence four to read - The Council seek to negotiate the proportion of 

affordable housing on a site by site basis based on an overall guideline target 
that 25% should be affordable in individual schemes (subject to a viability 
assessment on the number and type of affordable homes)         
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