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Social rented 6           110,000.00 -                       660,000.00 -      48,000.00         288,000.00      

Part ownership 2           110,000.00 -                       220,000.00 -      62,500.00         125,000.00      

Part ownership 2           110,000.00 -                       220,000.00 -      80,000.00         160,000.00      

Totals 1,100,000.00 -  573,000.00       527,000.00 -     

 Self build plots  4           10,000.00 -                         40,000.00 -        60,000.00         240,000.00       200,000.00      

 Surplus / deficit  327,000.00 -     

Grant per unit 14         23,357.14 -       

Land cost 140,000.00 -                      
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Community Trusts

An introduction to planning and business planning for affordable housing
Tenures

Tenures & land uses may include social rented; sub market rented; market rented; open market housing for sale; part ownership housing; employment use including retail. Check with your Local Planning Authority to appreciate the planning policies which apply.

Inside the development boundary: 

Policy usually allows a mix of uses, for instance open market housing, affordable housing, retail etc. This can open up possibilities for cross subsidising affordable housing.

Outside the development boundary: 

For communities under 3,000 population, sites which make a natural extension to an existing settlement where development would not usually be permitted may be negotiated as ‘rural exception sites’. Such sites must be for 100% affordable rented or part ownership housing to meet local need. Exception sites should be identified by the community in partnership with planners as having a combination of ‘reasonable fit’ within planning policy, and a landowner willing to gift or sell the land at low value  for community benefit. Planners may only allow exception sites where local affordable housing need is identified through a Local Authority or Rural Housing Enabler parish level survey.

Evidence of housing need

For communities under 3,000 population Parish Housing Needs Surveys provide information on local incomes, appropriate tenure mix (typically 70% social rented / 30% part ownership depending incomes) & household sizes. Surveys can be carried out by the local authority or the Rural Housing Enabler service, usually also ensuring that people identified also register on Housing Association and District Housing Registers.

For communities over 3,000 population it is sufficient to become registered on Housing Association and Local Authority Registers.

Factors defining housing need centre around ‘the inability to afford appropriate housing due to the disparity between household income and the cost of property to rent or buy on the open market’. Need is also influenced by other factors including being in insecure accommodation i.e. private rented accommodation may be sold resulting in notice to quit; poor property condition; inadequate space (children below 10 yrs would be expected to share a room); needing to be near employment; harassment.

Rural exception site planning policy prioritises local connection above district housing need. This is done through being identified in a parish level housing need survey, and or through being registered on the Housing Register. Local connections for exception sites usually include: having grown up in the parish; close family ties; residence for a period recognised by local policy (can vary); employment in or near the parish; returning to place of origin. 

National Planning Policy Statement 3 specifies that  Rural Exception Site policy should seek to address the needs of the local community by accommodating households who are either current residents or have an existing family or employment connection, whilst also ensuring that rural areas continue to develop as sustainable, mixed, inclusive communities.
An affordable housing cost (what you pay for accommodation) is usually described as being 30% of gross household income. Though 30% of net income is fairer for lower income households.

Site issues

Cost: 

The value of a site will be influenced by the Planning Policy applying to the site. The value of land used for affordable housing must be compatible with the aims of the scheme. 

Covenents: 

Check for covenents that might stop a development. They are sometimes owned by people other than the land owner. Can they be lifted? Is there a cost? 

Land owner commitment: 

Is the landowner onboard? If so they should be willing to sign an ‘option’ for a limited period of time agreeing a value if planning is granted.

Highways: 

Is access possible from the Highways Authority point of view? Who owns the access? Will they co-operate? Will the cost of acquiring and providing access compromise scheme viability?

Remediation: 
Relevant surveys to determine status. Cost implication?
Flooding:

The Environment Agency and Local Planning Authority can advise, along with local knowledge.
Capacity: 
Highways Officers will advise on how much land is required for access and Planning Officers will advise on how many units the site can accommodate. National Planning Guidance has a minimum requirement of 30 dwellings per hectare. Also consider infrastructure i.e. sewerage, water, mains gas availability etc.

Scheme costs

Plan for costs of around £120,000 per unit all inclusive (recent Housing Association costs). Different land values and procurement and build systems can vary this figure up or down.

Procurement & build options:
Large construction company v small local?

Conventional build v Modern Methods of Manufacture (‘off-site’ prefabrication)? 

Architect designed v design & build company?

Fully costed kit house? (‘turn-key’ service)

Be clear about what is included: Design, materials, labour, layout, services, land cost, fees?

Code for Sustainable homes: Where grant subsidy may be obtained from the Homes and Communities Agency, compliance with code level 3 is usually required (see www.communities.gov.uk). This may increase costs depending on the chosen method of construction. Certain build methods (timber frame & timber cladding for example) have the potential to meet the code without additional cost.

Development finance
Banks are willing to lend up to 70% of scheme development costs leaving a minimum of 30% to raise through other means. This could be through local or national funds (ref CRHT Funding Guide), share issues, fund raising, bonds, or loan stock. Development finance is usually short term and is repaid once schemes are occupied whereby development costs are paid back through the sale of part ownership homes and long term loans for rented homes.

New build rent example (social rent equivalent)

£120,000 unit

Income from rents £85 wk / £368pcm / £4,420 pa

Less sink fund and management costs around £1,420pa

Leaves £3,000 pa to cover a loan of £48,000 @ 6% over 20yrs 

Serviced by a social rent of £368pcm (loan plus sink fund)

Leaving shortfall i.e. subsidy required £72,000
New build part ownership example

£120,000 unit

Mortgage based on safe multiple of 2.5 x local income of £25,000pa = £62,500

Shortfall i.e. subsidy required £58,000
Creating subsidy
Bridging the gap between development costs and scheme income.

Social Housing Grant
It is hoped that as a result of the current government consultation into CLTs (closing Dec 31st 08), the new Homes and Communities Agency will make grant subsidy available to CLTs on a community friendly basis of – meeting minimum space standards, Code Level 3, and simplified housing management accreditation. However it would be sensible to research other means of creating subsidy which could include:

Community shares; loan stock issues or bonds

A trust can be very successful in generating investment through a well pitched local investment scheme. Fordhall Farm invited people to help secure the farm by buying shares in the scheme. Shares can be a permanent interest free ‘social investment’ or offer limited returns if these do not compromise the affordability of the homes, for instance a % of the resale value of part ownership could be offered or, longer term, a % of rental income could be offered as borrowing reduces and rents rise with inflation. 

Charitable and local fund raising

Fundraising from the community or local and national charities can be very effective. Stonesfield Village Trust in Oxfordshire has successfully combined fundraising, free land, and favourable loans to develop sub market rented housing which is on the verge of repaying the loans and moving into surplus..
‘On-site’ cross subsidy

Where planning policy allows, subsidy can be generated ‘on site’ through limited development of commercial assets such as open market housing, holiday accommodation or workshop / office spaces. In this way affordable schemes can become self funding and free from dependency on outside subsidy.
Example 14 unit scheme
This example depends on achieving lower than housing association scheme costs, for instance by negotiating lower land value between a community trust and landowner. The example is based on £10,000 per plot. This is quite high for an exception site and may be possible to further reduce – say in the case of charitably owned land. The example also depends on acquiring a limited amount of grant from the Homes and Communities Agency through a housing association partner. The example generates a very attractive grant per unit figure of £23,354 against £30,000 for normal part ownership or around £45,000 for social rented homes.
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		Tenure		Units		Unit cost land @10k		Costs		Income p unit		Income		Totals

		Social rented		6		(110,000.00)		(660,000.00)		48,000.00		288,000.00

		Part ownership		2		(110,000.00)		(220,000.00)		62,500.00		125,000.00

		Part ownership		2		(110,000.00)		(220,000.00)		80,000.00		160,000.00

		Totals						(1,100,000.00)				573,000.00		(527,000.00)

		Self build plots		4		(10,000.00)		(40,000.00)		60,000.00		240,000.00		200,000.00

		Surplus / deficit												(327,000.00)

		Grant per unit		14										(23,357.14)

		Land cost				(140,000.00)
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