	B O R O U G H   O F  K E T T E R I N G



	Committee
	EXECUTIVE 
	Item 

12
	Page 1 

	Report 

Originator


	Head of Development Services

Head of Housing
	Fwd Plan Ref No:

A12/018

	Wards Affected
	All Wards
	17th October 2012

	Title


	AFFORDABLE HOUSING DELIVERY AND S106 CONTRIBUTIONS


	B O R O U G H   O F  K E T T E R I N G



	Committee
	EXECUTIVE

	Item 

12
	Page 7 






2.
INFORMATION

Background
2.1
Kettering Borough Council has historically been very successful in the delivery of Affordable Housing, particularly over the last 5 years during which time we were one of the highest recipients of Government grant funding for affordable housing in the East Midlands,second only behind Northampton for the period 2008-11. During this National Affordable Housing Programme (NAHP) period we delivered the 4th highest amount of grant funded homes in the East Midlands. 
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2.2 However for 2011-15 the Homes and Communities Agency (HCA) has introduced a new Affordable Rent Framework which changes the way affordable housing will be funded and delivered. 


2.3
Our Registered Provider (RP) partners now operating under this new framework have less funding and less capacity to develop, thus more than ever they are being selective about which areas they wish to work in and what types of sites they will deliver. Windfall sites (our ‘bread and butter’ in terms of delivery) will be more and more difficult to stack up financially. The HCA has continuously stressed that local authorities must make themselves attractive places for Registered Providers to want to continue to develop in. 

2.4
Our delivery record has been on a par with many cities such as Leicester, as demonstrated above and in the chart below. However of the 2010/11 completions, 99% were granted funded, and on 100% affordable housing windfall sites. With viability of windfall sites being increasingly problematic, and grant levels cut by up to 70%, we will become more reliant on the private sector to deliver affordable housing via planning gain again. 
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2.5
The ‘double whammy’ is that viability considerations during the planning process mean, however, that some sites are now delivering less than the 30% affordable housing policy requirement. In summary this leads to future projections of housing supply looking increasingly bleak. 

2.6 A total of 82 affordable homes were delivered in 2011/12. while the position in 2012/13 is looking slightly better at approximately 174 homes. In 2013/14, 100 affordable homes are currently expected although this dependent on projects keeping to programme and S106s delivering as planned. Beyond 2012/13 the number of affordable housing completions will be significantly reduced. 
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2.7
The current policy on Section 106 contributions is that they are still sought on 100% affordable housing schemes. Highways as a rule reduce their contributions sought by one third on the basis that occupants of affordable housing are less likely to be car owners. All other contributions are sought in the first instance. Education contributions are an area where Northamptonshire County Council has been willing to look at reductions if the occupants of new housing are existing residents within that given area.

2.8
The number of housing applications is increasing steadily. On 3rd October 2012, 2991 households were actively registered with Keyways (for Kettering) and there is a steady increase of 60-70 new applications per month. Approx 63% of applications are within Bands A-C. Thus there is an increasing waiting list, with the number of homeless application acceptances also expected to increase this year.

2.9
It should be acknowledged that most social housing satisfies local needs and that the people destined for new affordable homes are living within the borough. It follows therefore that Section 106 contributions towards education, waste and library provision may be unjustified and only serve to jeopardise schemes where viability is a problem. In addition we now implement Local Lettings Plans for most new developments for first lets and local connection is key. Lettings Plans will vary from scheme to scheme but a common thread is that they give preference to households with a local connection. Moving forward the Council’s reviewed Allocations Scheme, once adopted next year, will only be open to those with a local connection to the Borough.
2.10
Additionally, emerging findings from the North Northants Strategic Housing Market Assessment Update indicates that within the social renting sector, 75% of this group move less than 5 miles when they do move home, thus more than likely will be using the same local amenities.

2.11
The main barriers to delivery of affordable housing appear to be:

· Land values in Kettering versus achievable sales values

· Viability of social rent

· S106 contributions

· Requirement for upfront advice for planning authority to explore viability

· Significant reduction in Government grant funding

2.12
Developers of affordable housing, as with most developers in the current climate, are looking to local authorities to assist in any way they can with new delivery. They are looking for some certainty over costs they will encounter with sites and likelihood of approval before entering any kind of offer on land purchases. Developers are comparing local authorities to see where there is a more favourable offer and also the timely consideration of applications.
2.13
Where we are having to look at viability on a site by site basis, the length of time taken to see through affordable schemes is considerable and we are being asked to provide as much clarity upfront before affordable housing developers take on any additional risks. Developers of affordable housing argue that, in order to be able to secure the land deals, they need to know upfront if s106 costs can be waived.
2.14
The options set out below demonstrate the different ways we could attempt to help meet some of these requirements to assist in affordable housing delivery in the short-term.

Consideration

2.15
In recognising that the Council wishes to support housing delivery, and in particular the delivery of affordable housing, discussions have taken place on how best to proceed given the barriers identified above. Following consultation with Registered Providers (RPs) and developers, the following options have been considered:

2.16
Option 1: Take no action 
The concern raised by Officers, Registered Providerss and developers of affordable housing is that by taking no action KBC would risk not delivering any affordable housing in the post 2013 period, discounting those that are delivered through ongoing s106s and as part of market-driven development. Though KBC would continue to be able to negotiate the content of s106s, concern has been expressed that this is too lengthy a procedure and that developers/Providers will simply look elsewhere in the first instance. Thus, though KBC would continue to secure necessary funding towards infrastructure on sites that come forward, the number of sites that do come forward is likely to be small.

2.17
Option 2: A blanket reduction S106 Contributions on 100% Affordable Housing schemes of 33%
This would provide a degree of certainty for Registered Providers and developers in that they would be able to cater for a blanket reduction of likely contributions when determining the viability of a site at the very start. Thus concerns relating to the need for early discussions re viability and contributions would be, in part, addressed. 
2.18
It would also sit alongside existing powers to negotiate contributions further – provided sufficient justification has been submitted to KBC. It would also ensure that KBC is able to offer some mitigation against the effect of development through contributing towards infrastructure provision. It is possible, however, that Registered Providers and developers would still focus their funds on sites in other districts where local planning authorities are not seeking S106 contributions for 100% affordable housing schemes.
2.19 Option 3) Remove S106 Contributions temporarily for 100% Affordable Housing schemes on a case-by-case basis

Registered Providers and developers would be able to factor this into their viability assessments for sites from the outset. It would also give them a clear indication that KBC is positive about delivering affordable housing and that the Borough is open for business. 

2.20
The obvious drawback is that the impact of development on infrastructure would not be mitigated through financial contributions. However the nature of the grant funding available means that any sites that do come forward for 100% affordable housing schemes would be relatively small in scale; which should ensure that any detrimental impact is also relatively minor. 

2.21
The Community Infrastructure Levy Guidance states that for Charity and Social Housing Relief (CLG, The Community Infrastructure Levy - An Overview, Nov 2010, Paragraph 49). “the regulations provide 100% relief from the levy on those parts of a chargeable development which are intended to be used as social housing”. Therefore, in the future for 100% affordable schemes, contributions may be waivered anyway.
2.22 Richmond Upon Thames is an example of an authority taking this approach. In their case there are no s106 contributions sought on schemes of 10 affordable homes or less

2.23
Officers have considered the above and consider that Option 1 is not advisable in the current circumstances. It is essential that KBC continues to deliver affordable housing. Though affordable housing delivery through market-driven sites would continue, the delivery of 100% affordable housing sites have been an important element of KBC’s overall housing delivery. It is considered essential to ensure that this sort of site continues to come forward.

2.24
Option 2, while initially suggesting a happy medium, could still fail to deliver the affordable housing required as Registered Providers and developers look to those districts/boroughs offering a cheaper option. The outcome of consultation undertaken by Officers with Registered Providers and developers was clear that a blanket reduction, while an improvement on the current situation, would still not ensure that Kettering remains at the forefront of affordable housing delivery within the region. Contributions from Highways are already reduced by one-third for affordable housing and Education is often reduced for affordable housing too but this is not enough.
2.25
Option 3 is considered to be the most likely to achieve the singular goal of delivering affordable housing, though this would be at the expense of the delivery of associated infrastructure alongside it. This option would be a temporary measure to ensure the continued delivery of affordable housing through the current difficult market conditions, and not a permanent alteration to planning policy. In addition, it would have to be ascertained for each affordable housing scheme that it could not be delivered without the removal of the S106 obligation. 
3. CONSULTATION AND CUSTOMER IMPACT

3.1
Housing and Planning Officers met late last year to discuss issues facing affordable housing supply and what we could be doing better to assist where possible.
3.2
A roundtable discussion was held with Local Registered Providers and Agents on 12th December 2011 to discuss current barriers to delivery and ways in which Kettering Borough Council could assist. Various options were looked at. This was followed up with further feedback from those who attended as well as other specialist affordable housing developers. The main barriers are highlighted above in Section 2.

4.
POLICY IMPLICATIONS
4.1
The following documents and policies have regard to affordable housing in one way or another, and as such it is necessary to take them into consideration when determining which of the options outlined above Members wish Officers to pursue. What follows is a summary of the main implications, a more thorough run-through of each document and policy can be provided in addition to this should Members prefer.

National Policy Guidance



PPS1: Delivering Sustainable Development



PPS3: Housing

East Midlands Regional Plan



Policy 3 (Distribution of New Development)

Policy 13b (Housing Provision – Northamptonshire)

Policy 14 (Regional Priorities for Affordable Housing)

Policy 15 (Regional Priorities for Affordable Housing in Rural Areas)

Policy 57 (Regional Priorities for implementation, Monitoring and Review)



North Northamptonshire Core Spatial Strategy



Policy 6 (Infrastructure Delivery and Developer Contributions)



Policy 7 (Delivering Housing)



Policy 13 (General Sustainable Development Principles)



Policy 15 (Sustainable Housing Provision)



Kettering Town Centre Area Action Plan 2011-2021



Policy 25 (Implementation and Phasing)


Supplementary Planning Documents



SPD: Development Contributions
4.2 Main Implications

· PPS1 states that in some circumstances Local Planning Authorities may decide to give different weight to social, environmental, resource or economic considerations, provided that the reasons are clear and the consequences considered. In this instance Officers are proposing that currently the need to provide affordable housing outweighs the benefits received through contribution via s106 towards infrastructure.



PPS3: Housing

Policy 14 (Regional Priorities for Affordable Housing)

Policy 57 (Regional Priorities for implementation, Monitoring and Review)

Policy 6 (Infrastructure Delivery and Developer Contributions)

Policy 15 (Sustainable Housing Provision)

5.
USE OF RESOURCES

The consultation proposals contained in this report will be met within the existing Development Services Policy & Infrastructure budget.
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Title of Document:



Previous Reports/Minutes:

1.	PURPOSE OF REPORT





To inform Members of the current issues faced by the Council in the delivery of Affordable Homes





To highlight specific concerns relating to S106 Contributions





To examine potential paths forward





To recommend option considered most appropriate by Officers from Development Services and Housing Services.




















6.	RECOMMENDATION





6.1 That members endorse the Option 3 approach to 100% affordable housing schemes









