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EXECUTIVE SUMMARY 
 
Quick overview of main outcomes 
 

• Mixed viability results, with current poor market conditions exacerbating 
issues that flow from already modest value levels. Affordable housing 
requirements are not the single cause of the mixed results – the market is 
arguably a bigger factor at the current time.  

 
• Support for a 25% affordable housing target on sites of 15 or more dwellings 

in urban areas. 
 

• Support for a 25% affordable housing target on sites of 5 or more dwellings 
the rural areas (smaller settlements). 

 
• Where viability issues arise and are justified, a flexible approach to policy 

application may be needed. This could include discussing the areas of 
affordable housing dwelling mix, proportion and tenure mix; as well as 
numbers rounding and likely grant availability. The effect of these factors will 
need to be considered together, to arrive at solutions based on the 
combination of what works best for delivery in the particular circumstances. In 
exceptional circumstances where on-site affordable housing would not 
support sustainable communities’ aims as well as an off-site route, the use of 
financial contributions in lieu (calculated to exact proportions) could be 
considered amongst the options.  

 
• A target tenure mix of 60% social rent and 40% intermediate housing, based 

on priority needs. The Council’s expectations will be based on this split. As 
with other aspects that impact viability, these requirements should be the 
starting point for negotiation - applied flexibly, and dependent on specific local 
need and affordability factors.  
 

• This represents an ambitious but appropriate set of targets given the need for 
an estimated net annual housing need across the Borough of 269 affordable 
dwellings1. The positions also need to be viewed alongside the background of 
the Council’s current approach which sets affordable housing expectations, 
and in the context of developing policy in the wider sub-regional area.  

 
• In all cases, policy positions as clearly worded targets, to provide for clarity to 

stakeholders and a basis for a continued practical, negotiated approach which 
has regard to viability matters. It should be noted that current market 
conditions, in particular, will mean increased emphasis on this type of 
approach.  

 

                                            
1 Outside Research – West Midlands North Sub-Regional Housing Market Area SHMA 2007 
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• Monitoring and contingency planning will need to form part of the Council’s 

approach. 
 

The report discusses all of these aspects further. 
 
Background and Introduction 
 

• In the process of confirming and developing their planning-led affordable 
housing policies Newcastle-under-Lyme Borough Council commissioned 
Adams Integra to study the effect of changes to affordable housing policy on 
residential development viability.  

 
• The Government’s key statement on planning for housing, Planning Policy 

Statement 3 (PPS3) requires local authorities to enable the bringing forward 
of a suitable, balanced housing mix including affordable housing. It confirms 
the well established route for the principles of seeking integrated affordable 
housing within private market housing developments. It encourages local 
authorities to make best use of this approach bearing in mind their local 
markets and circumstances. As a part of this, PPS3 also requires local 
authorities also consider development viability when setting policy targets for 
affordable housing. 
 

• This commission was therefore made against the backdrop of PPS3, in the 
context of building the evidence base for, and considering the affordable 
housing content of, Core Strategy Policies for the Council’s Local 
Development Framework (LDF). 

 
• The study is to be considered as part of and alongside the Council’s 

developing wider evidence base, including on the local housing market and 
housing needs (Strategic Housing Market Assessment (SHMA) and  
information on the range of site types which are likely to come forward. 

 
• In outline, the Council’s existing approach (currently applied policy for 

negotiating affordable housing from private residential development) places a 
minimum requirement for 20% affordable housing, if this is all social rented. 
As an alternative, 15% social rented can be offered accompanied by 10% 
shared ownership.2 
 

• This study is required to “health check” the proposal being considered by the 
Council to seek up to 25% affordable housing as an integrated part of 
development schemes which will provide 15 or more dwellings in the urban 
area and 5 new dwellings or more in the rural areas.  

 

                                            
2 Newcastle under Lyme Borough Council Clarification of Policy on Housing Development (February 2008) 
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• Maintaining the viability (in this sense meaning the financial health) of 
residential development schemes is crucial to ensuring the release of sites 
and thus a continued supply of housing of all types. The study addresses only 
affordable housing which is required to be provided within market housing 
schemes under the existing established approach of setting site size 
thresholds (point(s) at which the affordable housing policy is triggered) and 
proportions of affordable housing to be sought at those points.   

 
• The study is based on carrying out a large number of developer type 

appraisals. These use a well established “residual land valuation” technique 
to approximate the sum of money which will be left for land purchase once all 
the development costs, including profit requirements, are met (hence “land 
residual”).  The study methodology is settled and tested, having been used in 
a wide range of local authority locations for this purpose. 

 
• We vary the affordable housing assumptions across the range of appraisals 

and the outcomes inform our judgements on the likely workability of various 
policy positions from a viability viewpoint. Having fixed development costs 
and profit requirements, we can see the impact on development viability 
caused by variations to the amount and type of affordable housing. Two of the 
key ingredients to ensuring viable development are sufficient land value 
created by a development (relative to existing or alternative use values; or 
perhaps to an owner’s particular circumstances) and adequate developer’s 
profit in terms of risk reward. 

 
• Affordable housing impacts development viability because it provides a 

significantly reduced level of revenue to the developer compared with market 
level sales values.  

 
Newcastle-under-Lyme Property Market and Viability Findings 
 

• Before commencing modelling Adams Integra researched the local residential 
property market to inform the range of appraisal assumptions we then 
adopted, and to help set the context for considering the outcomes.  

 
• We have seen wide-ranging values, although values for typical new build 

property were observed to be relatively consistent across the area.  
 

• In terms of value levels and viability issues, we picked up no basis for 
evidencing distinct policy positions in terms of varying affordable housing 
proportions for different areas across the Borough without creating unduly 
complex policy. Generally we see higher values in the rural areas, as well as 
less likelihood of high value competing commercial uses (although some sites 
will be formed through redevelopment of existing residential property and 
garden land). Further points are made below about rural area policy.  
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• At the time of the study, the local market broadly reflects the type of 
conditions which are being experienced throughout the UK and beyond, 
although there is some evidence to suggest that the degree of downturn 
locally is not as severe as in many locations - at the time of this work. These 
are discussed in this report. The market is lacking in confidence and the 
downturn is deepening. Sales volumes are very markedly down, and this lack 
of activity is beginning to impact significantly on sales values.   

 
• The tone of our viability findings is mixed.  The typical values at the upper end 

of the range suggest scope for sites to regularly deliver affordable housing in 
accordance with the policy aspirations of 25% assuming more stable and 
active market conditions to kick-start development again. However, frequently 
we see values below those levels, indicating that negotiations are quite likely 
to deliver affordable housing up to, rather than usually at, those levels in the 
short term at least.  

 
• In our view this should not affect the adoption of an ambitious, but reasonably 

pitched, target that is in line with the policy positions or emerging positions of 
other local authorities in the vicinity. What will be important is the continued 
practical application of policies when it comes to site specifics.  

 
• Whilst we have to consider the particular market conditions now in coming to 

our recommendations, those are very likely to change in some way over a 
short period of time in relation to the planning periods being considered. We 
do not consider that it is appropriate or realistic to set strategic polices and 
targets based on a snapshot of current market features alone. Such an 
approach could mean regularly varying policy. That could lead to potential 
inequities and requirements that are uncertain. 

 
• When considering delivery based on ambitious targets, particularly in the 

short term as policy expectations change and we have very difficult market 
conditions, it is vital that the Council continues to apply policy with flexibility 
where needed. As a part of this, the current financial conditions mean that the 
Council may need to prioritise planning obligations or other requirements 
within overall objectives and targets.  

 
• The factors which have led the Council to pursue the selection of a lower 

threshold level for the rural area sites are principally continued evidence of 
need and a rural areas site supply pattern dominated by smaller sites.  

 
• Having stated within this study that smaller sites are no more or less viable 

than larger ones (i.e. site size in itself is not a determinant of viability), we can 
support the application of the same 25% target proportion to such smaller 
sites. This is notwithstanding the points we also make about first-time impact 
of policy in such situations and how development value tends to reduce and 
may become more marginal compared with existing/competing land use 
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• We have also discussed numbers rounding in respect of the smaller sites. 

Our viability results have respected normal rounding convention (i.e. round 
down from less than 0.5 of a unit; round up from 0.5 or more). From a 
practical point of view, on such small sites the calculation derived from a 25% 
or lower proportion is influenced greatly by this factor. Therefore, at the 
threshold of 5 dwellings, 20 and 25% proportions effectively mean the same – 
assuming on-site provision. In fact, after an equitable approach to numbers 
rounding, any proportion from 10% to 25% effectively means one affordable 
home provided – again assuming on-site provision. So to provide on-site 
affordable housing within such developments, alternatives to the Council’s 
position ultimately mean the same or a very similar outcome, viability-wise.   
An approach to vary the target proportion would basically mean accepting 
financial contributions in lieu – something which the Council may wish to 
consider in any event on particular occasions where that achieved the most 
suitable result, as part of its overall practical approach.  

 
Recommendations 
 

• An ambitious, but appropriately pitched, headline policy target of 25% 
affordable housing (applicable at a site size threshold of 15 or more dwellings 
in the urban area and 5 or more dwellings in the rural areas). In all cases 
subject to continued evidence of needs and matching site supply patterns. 

 
• To build on the approach through the development of a SPD and/or DPD to 

set out detail which explain the working practices and help to guide 
expectations.  

 
• Acknowledging current market conditions in particular, the Council will need 

to approach site by site delivery in an adaptable way, reacting to viability 
issues which may arise. This key point about the flexible, practical application 
of policy always applies, as the study emphasises, but it is likely to be in focus 
particularly in the market conditions we have seen both locally and nationally 
during the study period.  

 
• The Council will need to monitor affordable housing delivery progress and 

experiences alongside their site supply monitoring work.  Review periods and 
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potential delivery contingency measures will need to be considered, linked to 
those monitoring processes. 
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1 INTRODUCTION   
 
1.1 Introduction 
 
1.1.1 Newcastle-under-Lyme Borough Council is in the process of preparing its 

Core Spatial Strategy Development Plan Document (DPD), a key part of the 
Local Development Framework (LDF) process. 
 

1.1.2 The Borough Council has produced an Affordable Housing Supplementary 
Planning Document (SPD) which sets out Newcastle-under-Lyme Borough 
Council’s approach to securing affordable housing. At the time of this study, 
the SPD is at a final draft stage. This has been prepared to ensure that the 
right amount and type of affordable housing is developed in the Borough. The 
SPD amplifies the emerging policies of the Newcastle-under-Lyme and Stoke-
on-Trent Core Spatial Strategy (jointly produced with Stoke-on-Trent City 
Council).  
 

1.1.3 To ensure that it has a robust evidence base to support the development of a 
consistent policy framework the Borough Council has commissioned this 
study to inform future planning policy with regard to the delivery of affordable 
housing.  
 

1.1.4 Until relatively recently, affordable housing was not a significant issue in the 
Borough. However, the gap between house prices and incomes has widened 
and affordability is now a real issue. The Council’s Strategic Housing Market 
Assessment (SHMA)3 provides an estimate of net annual housing need of 
269 affordable dwellings across the Borough.  

 
1.1.5 In line with the thresholds set out in Planning Policy Statement 3 (PPS3) - 

Housing4 and its accompanying document “Delivering Affordable Housing”5 
on sites of 15 or more dwellings the Council currently requires 20% affordable 
housing, if the affordable housing is all social rented. As an alternative, 15% 
social rented can be offered accompanied by 10% shared ownership (25% 
total target).  
 

1.1.6 Due to the estimated annual affordable housing need provided by the SHMA 
the Council is proposing increasing the proportion of affordable housing 
sought from residential development sites, to 25% on sites of 15 or more in 
urban settlements and 25% on sites of 5 or more in rural areas - in order to 
increase the contribution to affordable housing from those sites. For the 
purposes of Council policy (and this report) “rural area” is defined by the 
Council as any area outside of the built-up area of Newcastle-under-Lyme 
and Kidsgrove town centres as identified in the Regional Spatial Strategy. 

                                            
3 Outside Research – West Midlands North Sub-Regional Housing Market Area SHMA 2007 
4 Communities and Local Government - Planning Policy Statement 3: Housing (November 2006) 
5 Communities and Local Government – Delivering Affordable Housing (November 2006) 
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The Council’s proposal to lower the threshold in the rural areas is based on 
the evidence of need provided by the SHMA, and likely site supply patterns 
through the recommendation in the Regional Spatial Strategy (RSS) that 
states that, in the short to medium term at least, it is unlikely that any areas of 
land large enough to trigger the higher urban threshold will be developed for 
housing. In addition, house prices tend to be higher in the rural villages, with 
greater disparity between prices and incomes. 

 
1.1.7 In accordance with the consideration of viability required by PPS3 (and its 

accompanying document), the Council requires the study to provide a robust, 
transparent and up to date assessment of the financial implications of policy 
requiring affordable housing provision within residential developments in the 
locality. This includes assessments of viability impacts of the existing and 
potential future policy positions for the Borough. Specifically, the study 
examines the impacts on development viability of applying existing and 
potential increased affordable housing proportions, reduced development size 
thresholds and mix of tenures on residential development sites. 

 
1.1.8 This study tests a range of scenarios and provides advice on the thresholds 

and proportions of affordable housing that are considered to be broadly viable 
and therefore suitable as targets; taking into account property type, tenure 
mix, market value levels, wider planning obligations and associated 
characteristics of residential development. 

 
1.1.9 The range of viability testing carried out for this study is shown in Appendix I – 

Development Scenarios. 
 
1.1.10 The study investigates and assesses the impact on land values, and therefore 

on development viability, of potentially lowering the affordable housing 
thresholds and increasing the proportion of affordable housing sought on 
private (market sale) residential sites across Newcastle-under-Lyme Borough. 
Where possible, it provides options to the Council for affordable housing 
policy and delivery. However, it must be recognised that this planning based 
tool for securing affordable housing relies on market-led processes. 
 

1.1.11 The study tests the impact of a range of affordable housing proportions, 
including 25%, in order to generate a feel for viability based on current 
requirements, and how that varies with potential changes to those.   
 

1.1.12 In addition, this study tests the Council’s methodology for calculating financial 
contributions in lieu of on-site affordable housing provision. The study 
assumes that in the Newcastle-under Lyme context, this approach would be 
used only in exceptional circumstances where it is agreed to be an 
appropriate form of contribution towards meeting local needs.  
 

1.1.13 We use the impact of varying affordable housing requirements on Residual 
Land Value (RLV) as our measure in putting forward our judgements and 

Adams Integra – November 2008 (Ref: 08720)                                         2 
 



Newcastle-under-Lyme – Affordable Housing Proposals Development Viability Study 

guidelines. This process involves comparing the likely impact of (changes to 
RLVs from) the range of potential policy changes with the RLVs indicated by 
appraisals relating to current policy positions. So the study examines the 
variations in approximate RLVs indicated within Newcastle-under-Lyme on 
this basis, as we envisage policy changing, and the implications of these are 
included in the assessment of site viability and deliverability. 

 
1.1.14 The methodology and assumptions used are described in Chapter 2, the 

results are discussed in Chapter 3, the conclusions and recommendations set 
out in Chapter 4 and Chapter 5. Chapter 6 sets out wider points in relation to 
affordable housing delivery.  The tables, graphs and associated information 
referred to throughout this study are appended to the rear of the document.  
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2 METHODOLOGY AND ASSUMPTIONS   
 
2.1 Background 
 
2.1.1 A number of factors need to be taken into account when considering bringing 

sites forward that include affordable housing. It is necessary to determine 
what effect increased affordable housing proportions, variations to tenure mix 
and other development requirements or costs may have on the value of a 
potential development site. 

 
2.1.2 This study investigates development scenarios across a range of site sizes. 

Site sizes of between 5 and 100 dwellings have been modelled (see 
Appendix I – Development Scenarios, for the range of appraisals carried out).  
 

2.1.3 The schemes modelled are notional sites chosen to reflect scenarios that best 
match the various policy options to be tested. At certain site sizes, a range of 
dwelling mixes has been tested. These were arrived at through discussion 
with the Council’s officers based on the range of site types which may come 
forward across Newcastle-under-Lyme Borough, and bearing in mind the 
nature of developments seen at the time of our research. These should 
reasonably reflect a range of scheme types coming forward now and in the 
future.  
 

2.1.4 Most importantly however, the notional development scenarios have been 
formulated to enable development viability to be tested at a range of points 
with reference to the scale of development (as will relate to affordable 
housing policy thresholds) and dwelling mix, as part of this strategic overview 
work. The smaller site sizes enable us to test viability at lower thresholds (for 
example 5 units in rural areas) whereas the larger sites enable us to test the 
impact of increased proportions on sites that already trigger the requirement 
for affordable housing. 
 

2.1.5 An alternative approach to testing development viability on a strategic basis 
could be to investigate the development viability of actual sites. We have 
chosen the notional approach for a number of reasons including: 
 

• There is no published good practice guidance on a methodology to 
follow for carrying out development viability studies. 

 
• Our established approach to this viability work has been supported at 

Development Plan Examination (published Inspector’s Report) stage. 
 

• There can be difficulties in obtaining sensitive information from 
developers and landowners. This leads to appraisals of actual sites 
becoming heavily assumption based in any event. 
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• The use of actual sites affects the ability to compare outcomes ‘like 
with like’ to assess impact of varying affordable housing requirements. 
Affordable housing impacts can become blurred with, or by, other 
issues which vary from one site to another. 

 
• Sensitivities with reporting, information and the potential effect on 

future negotiations. 
 

• Site sizes may not align to studying potential threshold points. 
 

• An actual site approach can be very resource hungry and thus costly 
for this stage of the process. 

 
• Ultimately such an approach does not fit well with taking a strategic 

overview of the impact of potential affordable housing polices.  
 

2.1.6 The outcomes of the appraisals based on the range of scenarios tested 
provides us with a scale of results (discussed in Chapter 3) from which 
conclusions can be drawn as to the key factors and trends across the 
Borough. This leads to discussion on how these might be considered in 
reviewing policy options; and to policy recommendations. 

 
2.2 Range of modelling and application of Property Values 
 
2.2.1 In determining the range of modelling to be carried out, it was decided to 

consider a scale of “Value Points” appropriate to the Borough area, rather 
than concentrate on the specifics of settlement areas or centres (within which 
values can vary greatly in any event). By taking a Value Points approach we 
allow for the fact that the value levels considered at each Value Point (or 
between points) can be found anywhere within Newcastle-under-Lyme 
Borough.  

 
2.2.2 To this end research into property prices, across the area as a whole, was 

undertaken on a detailed localised basis to determine realistic development 
values (property sales values) for each of our appraisals. 
 

2.2.3 We reviewed the ‘asking’ and ‘subject to contract’ sale prices of all available 
new build 1 and 2-bed flats and 2, 3 and 4-bed houses across the area to 
enable us to provide reasonable average values for the Borough by unit type. 
The data was collected through a mixture of “on the ground” and 
desktop/internet research in September 2008. 

 
2.2.4 The results of the property value research, and in particular the new build 

values research, led to the formation of 5 Value Points. These 5 points 
covered the range within which new build housing values in most areas of 
Newcastle-under-Lyme Borough fall. As stated above, most areas have a 
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variety of property values (even within the same postcode), therefore the 
results of this research can be used independently of location where 
approximate sales values can be estimated. 

 

Figure 1: Summary of Value Points Adopted for Each Property Type (based on 
 assumed floor areas): 

Value 
Point  

 

 
Property 
Type 

1-Bed 
Flat 

(50m²) 

2-Bed 
Flat 

(67m²) 

2-Bed 
House 
(75m²) 

3-Bed 
House 
(85m²) 

4-Bed 
House 
(100m²) 

£ per 
m² 

Value Point 1 £87,500 £117,250 £131,250 £148,750 £175,000 £1,750 
Value Point 2 £100,000 £134,000 £150,000 £170,000 £200,000 £2,000 
Value Point 3 £112,500 £150,750 £168,750 £191,250 £225,000 £2,250 
Value Point 4 £125,000 £167,500 £187,500 £212,500 £250,000 £2,500 
Value Point 5 £150,000 £201,000 £225,000 £255,000 £300,000 £3,000 

 
2.2.5 This is only intended to indicate general tones of values/value patterns – the 

range within which values are typically seen. It helps us understand how 
varying policy (and the resultant range of viability outcomes) might affect 
housing and affordable housing delivery on sites which produce differing 
values across the Borough. In practice, very specific local factors influence 
value. Appendix VII, the Property Values Report, goes into more detail on 
values. 

 
2.2.6 As part of the research, we spoke to estate agents in September 2008 at 

various locations across the Borough. Where little data was available at the 
time of the search, the data has been verified or supplemented by using Land 
Registry average sales figures and re-sale data. The values research has 
been further verified through visits to and enquiries made of house builders’ 
sales offices where possible. In a more general sense, our thinking was 
verified and further information was gathered through our ongoing work and 
discussions with others such as land agents and colleagues at Adams 
Integra, for example as to the way developers consider sites and price their 
new schemes.  

 
2.2.7 This study does not attempt to provide comprehensive property valuation 

data, but rather identifies the typical range of new build values of various 
dwelling types based on the assumed sizes set out. The values research is 
carried out to enable us to make judgements about the range of values of 
new build properties typically available. Inevitably judgements have to be 
made. It is not a statistical exercise. The values used in the appraisals are 
averaged across properties of varying size and type, and it must be 
remembered that any settlement could contain a range of property values 
covering a single property type. We believe, however, that the information 
used is reasonably representative. The key point is to consider the likely 
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range of typical new build values which will underpin this planning-led delivery 
of affordable homes, rather than consider overall resale market Land Registry 
type data alone, which can often dilute the new build market picture. 

 
2.2.8 Also relevant in this context is the fact that while the specific values used here 

can only be on a snapshot/current time basis and do not reflect future 
property value increases or decreases, when viewed overall this approach 
enables us to consider how value trends might impact viability. Elsewhere 
within this report we acknowledge the changing (apparently worsening) wider 
market conditions which are being reported as the study progresses. Indeed 
the Valuation Office Agency comment that they cannot carry out their normal 
6 monthly residential land forecast and state that: 
 
“Due to the effects of the global financial crisis it has been decided not to 
include a residential land forecast in this edition of the report (July 
2008). The unprecedented volatility in national and international world 
financial markets will not have been reflected in the previous data series 
used to compile the forecasts. Until these exceptional events are more 
fully reflected in these data series, any forecast using this method would 
be subject to unacceptable levels of uncertainty”  
 
     Source: VOA property market report July 2008 

 
2.2.9 Clearly future values cannot be predicted, but this methodology does allow for 

potential future review of results in response to more established market 
trends or revised price levels - as well as sale price variations through site 
characteristics or location. It enables us to look more widely at the sensitivity 
of results to value levels.  
 

2.2.10 During the study period, there was extensive reporting at all levels of a much 
weaker and more uncertain property market than has been seen for some 
considerable time. These conditions have certainly become more established 
with many market commentators expressing views that the market downturn 
looks like being longer lasting than first thought. There are still wide-ranging 
views on how deep the downturn may get, but nonetheless current 
characteristic features of the downturn to be noted in the context of this study 
include: 

 
• Many house builders reporting reduced margins overall. 
 
• A marked slow-down in the rate of construction of new homes. 

 
• Incentives being offered fairly typically on new build sites - such as stamp 

duty/5% deposit paid/deferred purchase/shared equity/mortgage 
payments assistance; and perhaps others – dependent on a prospective 
purchaser’s position together with the developer’s marketing experience 
and sale potential of particular plots, etc. 
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• Some use of guide pricing alone, or even no advertised pricing; but not 
widespread/open pricing reductions to our knowledge. Some schemes still 
selling relatively well, with slower sales. This linked to a commonly 
expressed feeling, more widely, that too many flats have been built in 
many places in recent years. 

 
• Some developers looking at mitigating against limited market sales activity 

by considering offers from RSLs for expanded affordable housing quotas 
on sites; or even entire schemes for affordable tenure.  

 
• Increased reports of developers pulling out of schemes; and delaying 

starts or slowing scheme progress/ “mothballing” sites. 
 

• Extended development periods in some cases, with a knock-on effect of 
impacted sales progress because there is less for purchasers to see. 
Purchasers are far less likely to purchase off plan given uncertainty over 
values movements. This creates a circular effect with regard to build 
progress on some schemes – i.e. some developers taking a view that 
build progress needs to be underpinned by firmer sales interest. Others 
are however proceeding based on prospective purchasers typically now 
wanting “to see what they will get”.  

 
• Fewer investment buyers active. 

 
• Mortgage lending well down and difficulties in obtaining funding more 

widely experienced by prospective purchasers.  
 

• Reports of some house builders and others involved in the development 
industry reducing staff numbers significantly or even closing operations 
completely.  

 
2.2.11 In terms of study methodology, the current market uncertainties are very 

difficult to reflect. In our view it would be impractical for a local authority to 
move affordable housing and perhaps other viability related planning 
obligations targets in response to what could be short term market conditions 
and adjustments. As discussed, the use of a range of Value Points enables 
us to see how residual land values (and thus likely scheme viability) change 
as the market values of properties varies.  

 
2.2.12 One of the principal concerns with the market currently is the volume of sales 

being achieved rather than simply with value levels. Sales volume is difficult 
to reflect in financial viability terms. It may affect developers’ views on risk 
levels, and it may affect development and sales periods, and thus finance 
periods. These will in any event be site specific factors.  
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2.2.13 In our view the key message for local authorities in this situation is the need 
to adopt a practical and flexible approach to secure delivery of all housing 
types particularly in the short term. It is also about the need to monitor the 
market, housing delivery outcomes and trends locally; and respond to those 
through contingency measures and possible policy review longer term. These 
points will be picked up again in Chapters 4 and 5. 

 
2.3 Approximate Residual Land Value (RLV) 

 
2.3.1 In order to determine the impact of proposed affordable housing policy on the 

range of site sizes appraised across the range of Value Points it is necessary 
to determine a common indicator to ensure comparisons are made on a like-
for-like basis. 

 
2.3.2 The key viability outcome and indicator for this study is the land value that 

can be generated where there is a predetermined and fixed level of developer 
profit (alongside allowing for all other assumptions discussed in this report). It 
is not based on the notion of fixed land values with developer’s profit varying 
as affordable housing or other requirements change. Land value expectations 
(and how those need to be adjusted over time with changing markets in 
addition to changing planning and environmental requirements) are central to 
this work and to the ongoing negotiation and delivery processes. Local 
authorities and others involved in the process must recognise that developers 
need to make reasonable profits, and this work is not based on a premise that 
those should be eroded below reasonable levels.  This area is discussed 
further below, including at 2.5 – Developer’s Profit. 

 
2.3.3 Assuming a developer reaches the conclusion in principle that a site is likely 

to be viable for development, an appraisal is carried out to fine tune the 
feasibility and discover what sum they can afford to pay for the site.  
 

2.3.4 In this study we have to assume that a negotiation has occurred or is under 
way based on knowledge of the current development climate and planning 
policy requirements as they will apply to the scheme. Therefore, this study 
also compares the viability outcomes from the variety of current policy 
requirements with those likely to result from the range of policy proposals 
(increased affordable housing proportions and lower site thresholds). 

 
2.3.5 The simplest, most effective and widely understood way of checking site 

viability in most instances is via a developer-type Residual Land Value (RLV) 
appraisal (see Appendix VIII – Glossary). We have developed our own 
spreadsheet model for this purpose. In doing so we have made what we feel 
are reasonable assumptions but it must be noted that individual developers 
will have their own varying approaches, and a developer might also apply a 
different approach from one site to another. 
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2.3.6 A highly simplified example which groups various cost elements together and 
showing only the basic structure of the RLV calculation, is shown in Figure 2. 
This is an illustrative example only and is not to be relied upon for calculation 
purposes. It demonstrates, in outline only, the key relationship between 
development values and costs. This is a dynamic relationship and determines 
the amount left over (hence ‘residual’) for land purchase from the total sales 
value (the ‘gross development value’) of the site. It can be seen that as values 
increase but costs remain similar, there is more scope to sustain adequate 
developer’s profit levels together with, crucially, land values which will be 
sufficient to promote the release of land for residential development. 

 

Figure 2: Simplified Example of Gross Development Value Calculation  

(for illustration purposes only) 

 
Starting point is total sales value (“Gross 
Development Value”)  
  
Number of Units =  10 
Sales Value = £120,000 
Gross Development Value =  A £1,200,000 
  
Development Costs (build costs, fees, 
etc.) = B £575,000 
  
Development Profit (@15% of Sales 
Value) = C £180,000 
  
Land Purchase Costs and Planning 
Infrastructure (not including affordable 
housing element) = D £75,000 
  
“Residual Land Value” (Gross 
Development Value - Development Costs 
- Profit - Land Purchase and Planning 
Obligations) =  E 
 
A – (B + C + D) = E £370,000 

 
2.3.7 This method reflects one of the main ways of how development viability tends 

to be assessed. We have been able to verify our experience and thoughts on 
the structure of, and components within, the model and indicative output land 
values through our contact with developers and their advisers.  

 
2.3.8 The model used for analysis in this instance uses a calculation that provides 

an approximate RLV, after taking into account assumed normal costs for site 
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development. It does not allow for abnormal costs. Abnormal costs can only 
be properly reflected with detailed site-specific knowledge. If such varying 
costs were to be considered within this study, it would affect our ability to 
accurately compare like with like, when assessing the impacts of affordable 
housing requirements. 

 
2.3.9 Added to this is the inclusion of an affordable housing element, whereby the 

developer receives a payment from an RSL (or other affordable homes 
provider) for a number of completed affordable homes. This level of receipt is 
based on predetermined calculation, and it is not at a level comparable with 
open market values.  

 
2.3.10 In addition, an allowance for other planning infrastructure costs is also 

included. Although in practice these payments will vary and be calculated on 
a site by site basis, this study looks at fixed costs (per unit) to determine the 
additional impact increased planning infrastructure costs may have on 
development viability (see Other Assumptions below).  We have used figures 
provided by Newcastle-under-Lyme Borough Council. 

 
2.3.11 Assuming that a developer will require a minimum fixed profit margin on any 

given site to balance risk and obtain funding, beyond a certain point it is, 
therefore, the land value that will be affected by the introduction of affordable 
housing or other infrastructure requirements. In this sense (and although 
there can be positive cash flow effects similar to those from “off-plan” sales) 
affordable housing is viewed as a significant cost element to the developer’s 
appraisals, in much the same way as other planning infrastructure 
requirements (planning obligations). 

 
2.3.12 The results of the model calculations show the change in approximate land 

value or change as a percentage of approximate Gross Development Value 
(GDV). It should be noted that this is based on notional sites and is a relative 
exercise only - to determine the probable effect of revised affordable housing 
policy. As such it is the changes in results as the affordable housing criteria 
alter that are amongst the key outcomes.  
 

2.4 Gross Development Value (GDV) 
 
2.4.1 Gross Development Value (“GDV”) is the amount the developer ultimately 

receives on completion or sale of the scheme, whether through open market 
sales alone or a combination of open market sales and the receipt from a 
RSL for completed affordable homes. Thus the developer’s profit in each 
case relates to that scheme-specific sum rather than to a base level of GDV 
that assumes no affordable housing. It assumes that the developer has 
appraised the site and secured land in the knowledge of, and reflecting, policy 
that will apply; i.e. the developer is aware that receipts will be at a lower level 
than prior to any affordable housing policy taking effect. This can be regarded 
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as a reasonable approach given established local and national policy 
guidance on the provision of affordable housing.  

 
2.4.2 Ultimately, land value is a product of a series of calculations that provides a 

residual valuation based on both the specific form of development a site can 
accommodate, and its development costs. While the market uses a variety of 
approaches to appraise sites and schemes (including comparisons between 
sites) in early stages of feasibility, a more detailed approach is necessary to 
understand how the value/cost relationship appears - as used in this study. 

 
2.4.3 Models which study cashflow over the development lead in, build and sales 

periods are also used – perhaps particularly for larger, phased developments. 
Such methods, because they take account of income being received from 
sales during the build period, as a general rule can produce slightly higher 
RLVs than the traditional residual approach, if used on comparable schemes. 
For this type of overview study carried out in the context of considering policy 
targets, the use of cashflow modelling for larger sites would simply involve 
making more assumptions, all of which would vary from scheme to scheme. 
This could lead to distortions within our results and would make the type of 
comparisons we need to make more difficult to draw out.  

 
2.5 Developer’s Profit 
 
2.5.1 The requirement to place an increased proportion of affordable housing on a 

site will inevitably reduce the sales income that a developer can reasonably 
expect to receive. As this reduction will not be accompanied by lower 
construction costs, the offset must be taken up in a reduced development 
profit, a lower land price or a combination of the two. 

 
2.5.2 Developer’s profit and landowner’s sale price are key considerations that 

must be taken into account if residential development is to be undertaken.  
 
2.5.3 If profit levels fall below a certain point then developers will not take the risk of 

developing a site nor in many cases will funding organisations lend them the 
finance to develop. Equally, if the price offered by a developer to a landowner 
for a site is too low, the landowner may not sell and instead continue with, or 
pursue, an existing or higher value use. There are also intangibles, for 
instance some smaller sites may start out as homes, gardens or small 
business premises which will not be sold unless certain aspirations are met. 
Business and tax considerations, investment values and costs, and 
availability and cost of replacement facilities can all influence decisions to 
retain or sell sites. A mix of these factors may be relevant in some cases. 

 
2.5.4 Continued ready access to development finance is likely to be a particular 

issue in the current market conditions which have flowed from the “credit 
crunch.”  
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2.5.5 Adams Integra’s experience of working with a range of developers leads us to 

suggest that they would need to seek a fixed profit (margin) of at least 15% 
(gross) of GDV. In general, only if the projections reveal this fixed profit 
margin (as a minimum) would a developer pursue a site.  

 
2.5.6 This study therefore uses a developer’s profit fixed at 15% of GDV, which is 

at the lower end of the acceptable profit range in normal circumstances. We 
felt it appropriate to appraise the scenarios at the margins from the 
developer’s perspective. Higher profit levels than those we have assumed 
may well be appropriate, depending on the nature of the project and 
risk/reward scenario – and in this sense the market conditions. Different profit 
aspirations will also be held by different types of house building and 
development companies. 

 
2.5.7 Our experience shows that particularly for smaller and lower risk schemes, 

and those carried out by smaller more local developers (or contractor 
developers), a 15% level of developer profit may well be an appropriate 
assumption. However, given our acknowledgement of varying profit levels, we 
have also carried out sample appraisals on a 20% developer profit basis. 
Experience shows that these do not alter our findings materially, but do 
reinforce the need for site-specific consideration and awareness of the 
risk/reward balance needed, leading ultimately a negotiated approach – 
particularly in lower value situations where viability outcomes will be more 
sensitive to increasing costs.  In this context, development profit can be 
regarded as a development cost. 

 
2.5.8 In all cases an increased developer’s profit leads to further reductions in the 

financial sums available for land purchase and, therefore, impacts further on 
site viability. We have to consider that there will be a wide range of scheme 
types brought forward by an equally wide range of parties. Once again, there 
are no firm rules when it comes to scheme-specifics. In our view, however, 
the 15% level we use would form a reasonable general default or starting 
position for the Council when first considering site specific viability appraisals; 
as used for example within the Housing Corporation’s Economic Appraisal 
Tool guide assumptions.  

 
2.5.9 In the current uncertain market conditions we are seeing a range of indicators 

on developer’s profit levels, and these are becoming increasingly difficult to 
judge with respect to perception of risk levels. Whilst we are aware of 
increased profit expectations (up from the 15% level) sought to balance risks 
associated with the weak and uncertain market and finance terms in some 
instances, we have also seen schemes where profits have been adjusted 
downwards marginally to help maintain viability overall. 
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2.6 Model Scenarios, Property Types, Size and Mix 
 
2.6.1 The Council required a range of scenarios to be appraised to assess the 

viability of the potential approach to thresholds and proportions of affordable 
housing.  

 
2.6.2 In considering on-site provision of affordable homes, the scheme types 

modelled range in size from 5 to 100 dwellings to allow the study to 
investigate a full range of potential policy options. 

 
2.6.3 The scenarios modelled tended to concentrate on smaller sites, as in our 

experience the most sensitive area can be around newly captured sites 
(which previously provided no affordable housing contribution and therefore 
which see a large viability impact on policy adoption). Variations to the 
dwelling mix help to consider the impact of various dwelling types on 
development viability, within and between these scenarios. 

 
2.6.4 Schemes from 5 (rural) and 15 (urban) dwellings or more were tested 

applying 0% and 20% affordable housing (recently applied base policy for 
rural and urban area respectively), 25% (current approach for negotiation 
assuming mixed tenure; and potential future policy) along with 30% 
proportions of affordable housing.  The consideration of 30% was to test the 
potential for a higher target. These positions investigate the Council’s 
currently applied policy and potential options for future confirmation of, or 
increases to, the proportion of affordable housing sought, related to the 
relevant threshold points. 

 
2.6.5 The dwelling sizes used in the modelling are 50sq m for 1-bed and 67 sq m 

for 2-bed flats. For 2, 3 and 4-bed houses we have used 75sq m, 85sq m and 
100sq m respectively as representative sizes. These, as with the flats, are 
gross internal areas. They are thought to be reasonably representative of the 
type of units coming forward for smaller and average family accommodation, 
within the scheme types likely to be most suitable for on-site integrated 
affordable housing.  We acknowledge that these 3 and 4-bed house sizes 
may be small compared with some coming forward, but our research 
suggests that the values for larger house types would also often exceed those 
we have used and would, therefore, be similar on a “£ per sq m” basis. It is 
always necessary to consider the size of new build accommodation while 
looking at its price.  
 

2.6.6 For details of the dwelling mix for each on site scenario modelled see 
Appendix I – Development Scenarios.  

 
2.6.7 In practice there would be a tendency towards developers needing to 

maintain the higher value units within a scheme for private sales whilst also 
thinking about the relationship of the private units to the affordable units in 
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terms of location. These are all factors which in reality (and dependent on the 
site location and characteristics) will affect the unit and tenure mix as part of 
the negotiated approach. 

 
2.7 Indicative Site Area (“land take”) 
 
2.7.1 To provide broad comparisons with published land value data so as to 

provide an additional basis for interpretation of results only, the approximate 
site area (land take) required for each development scenario (site type and 
size) has been estimated taking into account the likely building and ancillary 
areas footprint. These land take indicators have been estimated assuming 2/3 
storey housing, and flats in buildings of up to 4 storeys. The land take 
assumptions for ancillary space (gardens, immediate access roads, parking, 
outbuildings etc) have been approximated. Based on the unit sizes assumed 
in this study, this provides us with indicative densities of between 45 and 75 
dwellings per hectare (dph) depending on unit type and dwelling mix. This 
part of the exercise is purely for the purposes of additional review of results. 
In practice, densities will be highly variable. Site sizes are shown in the tables 
within Appendix VI. 

 
2.8 Affordable Housing Transfer (to RSL) – Method of Payment Calculation 

and Type of Property Transferred 
 
2.8.1 Discussions with Newcastle-under-Lyme Borough Council suggested that for 

the purposes of this study the payments developers receive from RSLs 
(Registered Social Landlords) for the provision of completed affordable 
homes are currently based on a negotiated approach between the parties. 
These are in turn driven by scheme costs and what the RSL can afford to pay 
based on its business planning and financial assumptions.  
 

2.8.2 As PPS3 asks us to consider the availability of funding in looking at viability, 
the Council also wanted to test the impact of public subsidy (in the form of 
Social Housing Grant (SHG)). All appraisals were carried out without grant 
and a small sample was tested “with grant”. The “with grant” appraisals 
assume an approximate level of £13,000 per person for affordable rented 
units and £5,000 per person for shared ownership units.6 In practice, on 
specific sites this might vary considerably, dependent on property type.  

 
2.8.3 The likely payment that an RSL would make for an affordable rented or unit of 

intermediate tenure (shared ownership in this case) within this modelling was 
determined through carrying out a series of appraisals using industry 
standard software (in this case - “ProVal”) and then making judgements on 
the range of outcomes. Effectively, the value that could be paid to a developer 
for completed affordable homes is usually related to the mortgage finance the 

                                            
6 Housing Corporation Regional Investment Statement 2008-11 



Newcastle-under-Lyme – Affordable Housing Proposals Development Viability Study 

RSL could raise based on the rental income stream (affordable rent) or capital 
and rental income stream (shared ownership).  
 

2.8.4 In practice the values generated could be dependent on property size and 
other factors and thus would vary from case to case when looking at site 
specifics. The RSL may have access to other sources of funding, such as its 
own resources or recycled capital grant from stair-casing receipts, for 
example, but such additional funding cannot be regarded as the norm – it is 
highly scheme dependent and variable and thus has not been factored in 
here.  
 

2.8.5 The figures used in the appraisals are shown in Figure 3 below for each 
property type, and reflect the sums received per completed affordable home 
(of either tenure) by the developer in return for constructing them (usually for 
an RSL to which they are transferred): 

Figure 3: Summary of Sums Payable by RSL to Developer for Completed 
Affordable Units 

Rent (no Grant) 
Value  
Point 1 Bed Flat 2 Bed Flat 2 Bed 

House 
3 Bed 
House 

4 Bed 
House 

1 £30,435 £36,522 £38,213 £43,285 £48,696 
2 £31,773 £38,127 £39,799 £45,151 £50,836 
3 £33,825 £41,120 £43,441 £49,079 £55,711 
4 £36,891 £44,466 £47,101 £53,030 £60,935 
5 £42,883 £52,174 £55,390 £62,537 £72,186 

Rent (with Grant) 
Value  
Point 1 Bed Flat 2 Bed Flat 2 Bed 

House 
3 Bed 
House 

4 Bed 
House 

1 £46,667 £60,870 £66,280 £71,014 £77,101 
2 £47,492 £61,873 £67,559 £72,575 £78,930 
3 £49,742 £64,996 £70,965 £76,271 £83,567 
4 £52,372 £68,511 £74,440 £80,698 £88,274 
5 £59,678 £77,904 £85,051 £92,198 £101,489 

Shared Ownership (no Grant) 
Value  
Point 1 Bed Flat 2 Bed Flat 2 Bed 

House 
(n/a) 3 Bed 

House 
(n/a) 4 Bed 

House 
1 £46,594 £53,250 £85,750 N/A N/A 
2 £53,333 £61,250 £96,000 N/A N/A 
3 £59,850 £69,250 £108,000 N/A N/A 
4 £66,250 £77,250 £120,000 N/A N/A 
5 £79,500 £92,750 £144,000 N/A N/A 

Shared Ownership (with Grant) 
Value  
Point 1 Bed Flat 2 Bed Flat 2 Bed 

House 
(n/a) 3 Bed 

House 
(n/a) 4 Bed 

House 
1 £55,400 £66,750 £103,250 N/A N/A 
2 £62,333 £74,250 £113,500 N/A N/A 
3 £68,850 £82,250 £125,500 N/A N/A 
4 £75,250 £90,250 £137,500 N/A N/A 
5 £88,500 £105,750 £161,500 N/A N/A 
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2.8.6 Although tenure mix is a site-specific consideration and dependent on local 
housing needs evidence this study tests the impact of varying the tenure mix 
on development viability. The tenure mixes tested were as follows and as 
agreed with the Council: 

 
• 60% affordable rent/40% shared ownership (likely to be put forward as 

a target, based on local needs and to inform site specific 
consideration). 

• 70% affordable rent/30% shared ownership on a small sample basis 
only. 

 
2.8.7 For shared ownership accommodation we have based the calculations on a 

50% initial capital sale with 2.75% rent paid by the purchaser on the retained 
equity. For shared ownership we have assumed in our modelling that only 
properties of 2 bedrooms or less will be transferred to an RSL with larger 
units remaining as private and/or being transferred for affordable rented 
tenure. This is due to the potential lack of affordability of shared ownership 
properties where larger units may be unaffordable to the end user. This 
assumption does not preclude the Council considering the workability of 
larger units for shared ownership or other intermediate/low cost home 
ownership tenure. In practice much will depend on site specifics. Adams 
Integra has had to fix reasonable assumptions in the context of controlling the 
potentially limitless scope of the modelling.  

 
2.9 Other Assumptions 
 
2.9.1 The appraisal model includes a range of other variables that are all taken into 

account when calculating an approximate land residual (RLV). This is an 
extensive list and includes items such as fees, land buying costs, finance, 
agency costs and planning infrastructure provision. 
 

2.9.2 In some instances these figures are factors of other elements of the appraisal 
and, therefore, vary by site size and type. 

 
2.9.3 The percentages and values assumed for the purposes of this exercise are 

listed below and are the result of Adams Integra’s experience, work with and 
discussions with developers, valuers, agents and others: 

 
• Base Build Costs (House Schemes) – £950 /sq m  
 
• Base Build Costs (Flatted Schemes) - £1,050 /sq m 

 
2.9.4 The above are applied to the Gross Internal Area (GIA) of the 

accommodation. Base costs for flats are likely to be higher than for a scheme 
of houses particularly where sites are constrained and often difficult to work 
on (involving materials storage difficulties, craning etc). Common areas have 
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to be allowed for, as does the degree of repetition of costly elements. Cash-
flows for flatted development can also be less favourable as rolling sales are 
more difficult to deliver. In this study the £1,050 per sq m figure assumes 
standard low rise flats (typically no more than 3/4 storeys and allowing 
standard construction techniques). In practice, again all schemes will be 
different.  

 
2.9.5 Build cost figures have been taken as an indicative level, supported by our 

ongoing experience of scheme specifics, whilst also taking into account a 
range of information from BCIS data (the Building Cost Information Service of 
the Royal Institution of Chartered Surveyors (RICS)). 

 
2.9.6 There will always be a range of data and opinions on, and methods of 

describing, build costs. In our view, we have made reasonable assumptions 
which lie within the range of figures we generally see for typical new build 
schemes (rather than high specification or particularly complex schemes 
which might require particular construction techniques or materials). As with 
many aspects there is no single appropriate figure in reality, so a judgement 
on some form of benchmark is necessary. There will be instances where 
other costs are relevant, including in overcoming abnormal site issues or 
characteristics. 

 
2.9.7 We are aware that the developer’s base build costs can be lower than our 

above base cost figures, and also that the BCIS tends to indicate lower 
figures. In contrast, however, there is also much said about costs being 
higher than this, often in the context of RSLs procuring new housing through 
contractors and developers. Build costs are set out in a range of guises, 
including in BCIS, whereby items such external works costs and fees, etc are 
sometimes included; sometimes excluded. It can be difficult to carry out 
reliable analysis. So a view needs to be taken, and then monitored, tested 
and updated as informed by the experience of site specifics, negotiations and 
(from the affordable housing perspective) in light of funding availability and 
affordability for occupants.  

 
2.9.8 Typical scheme-specific additions to these are: 
 

• Architect Fees: 3.5% of build costs. 
 

• Consultants Fees: (e.g. engineer, planning supervisor, project 
manager) 3.0% of build costs. 

 
• Contingencies: 3.0% of build costs. 

 
• Insurances: 2.5% of build costs. 
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• Marketing and Sales Fees: 1.5% of Estimated Gross Sales Value. 
There will be instances, dependent on the location and scheme type, 
where  some of this expense, or an additional sum will be directed to 
the setting up of a show home. This will, however, not be appropriate 
on all schemes hence we have not included for it as a standard 
assumption item. We would not expect it to alter the outcomes 
fundamentally. 

 
• Legal Fees on Sale: £400 per unit. 

 
• Finance (build): 7.5% APR on above build costs over build period. 

 
• Build Period: 9 months for 5 to 15 unit schemes, 12 months for 25 

unit schemes; 18 months for 50 unit schemes; 24 months for 100 unit 
schemes.  

 
• Land Survey Costs: £2,500 per site for a 5 unit scheme; £5,000 for 

10 unit schemes; £7,500 for 15 unit scheme; £12,500 for 25 unit 
scheme; £25,000 for a 50 unit scheme; £37,500 for a 75 unit scheme 
and £50,000 for a 100 unit scheme including basic ground conditions 
research (on larger schemes especially there will usually be additional 
cost associated with transport, environmental/landscape, ecology etc 
dependent on the scheme and not covered here). 

 
• Legal Fees on Land Purchase: 0.5% of land value (this will often 

produce a low figure when looking at very small or low value sites but 
only make a minimal difference to outcome). 

 
• Planning Application costs: £335 per dwelling where the number of 

dwellings is 50 or fewer; where the number of dwelling houses 
exceeds 50 - £16,565 plus £100 per dwelling in excess of 50, subject   
to a maximum total of £250,000. 

 
• Stamp Duty Land Tax: Between 0% and 4% depending on RLV.  

 
• Infrastructure Payments: Vary depending on size of unit and 

whether housing is affordable or private. In reality, these can cover a 
range of potential infrastructure costs or the higher levels could apply 
to other future costs e.g. increase in environmental performance 
(higher Code for Sustainable Homes levels, greater requirement for 
renewable energy provision etc). Appendix I “Planning Obligations” 
sets out the costs assumed and agreed with the Council for this study. 

 

Adams Integra – November 2008 (Ref: 08720)                                         19 
 



Newcastle-under-Lyme – Affordable Housing Proposals Development Viability Study 

Adams Integra – November 2008 (Ref: 08720)                                         20 
 

• Code for Sustainable Homes £50/m² added to base build costs 
for flats and houses. Based on CLG - July 20087 report and assumes 
medium case scenario for flats and terraced houses. 

 
• Renewable Energy: 10% on-site renewables allowed for with cost 

varying between £2,500 and £5,000 per unit.8 
 

• Finance related to land purchase   7.5% interest cost on land 
survey, planning costs, legal fees on land purchase and RLV over 
build time plus 26 weeks. No finance arrangement or related fees 
have been included for the purposes of this exercise. They might in 
practice be applicable, but we would not expect them to alter the 
viability equation fundamentally. Scheme funding arrangements will 
vary greatly, dependent again on the type of developer and scheme. 
As with much of this exercise, this is a snapshot and there are varying 
views as to what future trends will hold, and so over time we would 
need to see how added costs balanced with changes in sales values.  

 
• At the time of writing, after settling at 5% for a period following a series 

of minor movements the Bank of England Base Rate has been 
reduced twice – in October 2008 to 4.5, and in November 2008 by a 
further 1.5% to 3%. The first of these recent adjustments came as part 
a co-ordinated move by various international central banks in 
response to the global credit crunch. The second was in response to 
wide-ranging industry calls and a growing realisation that the UK 
economy is now in recession. On fixing our assumptions in the early 
study stages we decided to leave our finance rate assumptions 
unchanged in response to the base rate reductions. In light of the daily 
“credit crunch” reporting (on the reduced availability and associated 
likely terms of finance) as the study progressed, we considered this 
approach to be further validated and therefore to remain appropriate.  

 
2.10 Wider Research  
 
2.10.1 To supplement our research on the property market local residential property 

values (as set out in Appendix VII), Adams Integra has also carried out further 
desktop research and contacted a variety of organisations  which are (or have 
been in more buoyant conditions) involved in the local land market; i.e. in 
selling or perhaps buying sites. 

 
2.10.2 The information gathered from that process is also included in Appendix VII. 

We collected it with the aim that it would help our understanding of land price 
expectations locally, perhaps enable us to consider the information offered by 
the VOA reporting in a more informed way, and potentially inform further 

                                            
7 DCLG – Cost Analysis of the Code for Sustainable Homes (July 2008) 
8 Energy Savings Trust – CE190 Meeting the 10 per cent target for renewable energy 
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comparisons with our indicative RLV results and thus help with the 
judgements we seek to make.  Further information is included within Chapter 
3. 

 
2.10.3 In addition, we carried out brief research on other local authority affordable 

housing policy positions within the area – neighbouring authorities and 
particularly those which are also covered by the West Midlands North 
Housing Market Area Strategic Housing Market Assessment (SHMAA) 
alongside Newcastle-under-Lyme Borough. A brief summary of the 
information found is included in Chapter 3. Owing to the scope of our study 
exercise, this aspect was necessarily limited, and the Council should consider 
its thinking relative to others’ as a part of this exercise.  

   
2.11 Caveats and Limitations to this Study 
 
2.11.1 This study requires judgements based on the development values and 

changes seen in land values as a result of varying potential policy positions. 
This is in the context of seeking to guide policy development and arrive at 
clear policy targets. The results cannot be a definitive guide to how specific 
sites will be appraised or how outcomes on a site-specific basis will look. As 
this is a relative exercise aimed at determining the likely effect of a range of 
policy options, the most important factor is consistency between assumptions 
used for modelling scenarios. Specific assumptions and values for our 
notional schemes may not be appropriate for any particular actual 
development. We are confident, however, that our assumptions are 
reasonable in terms of making this viability overview. 

 
2.11.2 Development viability will vary from site to site, and there will be no substitute 

for scheme-specific discussions. The context of this study is the setting of 
clear policy targets as a basis for a, necessarily, negotiated approach to 
provision. 

 
2.11.3 There can be no definite viability cut off point owing to individual landowner’s 

circumstances. It is not appropriate to assume that because a development 
appears to produce some land value, the land will change hands and the 
development proceed. This must be viewed alongside the owner’s enjoyment 
/use of the land, existing use value and alternative uses that the site may be 
put to in order for a greater receipt to be achieved as discussed within this 
report. 

 
2.11.4 In reality, scheme-specific land values have to be considered alongside 

existing or alternative use values and the latter, being very location and 
planning use or business dependent, will vary significantly too. 

 
2.11.5 To attempt to make detailed comparisons with existing or alternative uses in 

this type of overview work for policy context would, in our view, have limited 
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meaning. We have, however, attempted to provide examples of, and 
comparisons with, alternative use values. Values are highly site-specific. 
Nonetheless this study acknowledges that the level of value created by a 
residential scheme after making allowance for affordable housing and other 
planning obligations requirements will need to be weighed up against any 
existing or alternative use relevant to a particular site. 

 
2.11.6 The use of notional sites most effectively enables like-for-like comparisons to 

be made, i.e. the testing of impacts of the varying requirements on the same 
typical scheme in a range of value locations. The fact that individual schemes 
vary makes like-for-like comparison very difficult when studying those for this 
purpose of trying to measure policy impacts, with full reliable and readily 
comparable information being critical.  

 
2.11.7 We have not definitively labelled specific locations, areas or settlements as 

higher/lower value, or similar. This is because, in practice, we found that 
values can vary from street to street and within very small areas. The Value 
Point approach used in this study means that viability outcomes can 
effectively be transported around the Newcastle-under-Lyme Borough area 
and a feel for viability gained in relation to relevant value levels. As noted, this 
range of values approach also relates well to enable consideration of viability 
impacts and trends at a future point with regard to market adjustment of 
values. 
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3 RESULTS and related commentary 
 
3.1 Background 

 
3.1.1 The residual land value (RLV) modelling carried out for this study looks at a 

range of scenarios incorporating and investigating the impact on development 
viability of varying market property values, scheme size (including for 
considering affordable housing thresholds), affordable housing proportion 
(%), affordable housing grant input, planning infrastructure costs and 
developer’s profit. 
 

3.1.2 The modelling creates a very extensive range of results. These are presented 
by means of a large number of tables and graphs. The tables and graphs are 
all appended to the rear of this report should the reader wish to view them. 
They are set out in different ways depending on the particular impact we are 
seeking to investigate and visualise. The following results chapter aims to lift 
from that large volume of information a few examples results to explain the 
characteristics and impacts of various potential affordable housing policies on 
development viability. The purpose here is to help guide the reader in 
interpreting the results and to illustrate key points and trends which will lead 
to our conclusions. 
 

3.1.3 Appendix II shows the RLV results for all Value Points for the Borough based 
on our key assumptions. This allows us to see the impact on RLVs of 
increases in property values and increases in affordable housing proportions. 
All of those results are on the basis of nil social housing grant (SHG), 15% 
developer’s profit and 60%/40% (affordable rent to shared ownership) 
affordable housing tenure split. The data is displayed in tabular and graphical 
form and shows the indicative RLV produced by each appraisal and those 
indicative RLVs as a percentage of gross development value (GDV).  
 

3.1.4 Appendix III provides the results of a sample of appraisals carried out 
assuming 20% developer’s profit. Appendix IV shows the results of the 
sample appraisals carried out assuming an affordable housing tenure split of 
70%/30% affordable rent to shared ownership. Appendix V shows the results 
of the sample of appraisals carried out assuming grant funding for the 
affordable element. We can therefore also see the impact of these factors on 
results trends. 
 

3.1.5 Appendix VI summarises the RLV results across all scenarios and site sizes 
showing the corresponding monetary value in pounds per hectare (£ per Ha) 
based on assumed site areas (land take) for each scenario – for details, see 
Chapter 2 - Methodology. These graphs also show Valuation Office Agency 
(VOA) reported land values9 for various alternative uses in the West Midlands 
(agricultural and industrial). The purpose of adding that data is purely for 

                                            
9 VOA Property Market Report July  2008 
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indicative comparison with the values levels produced by our various 
appraisals. In practice, as the study acknowledges elsewhere, the values 
likely to be attributed to various existing or potential uses of a particular site 
will be highly site specific.  
 

3.1.6 VOA data is not available for the Newcastle-under-Lyme Borough specifically 
but is available for Stoke/Stafford, so the figures provided are those for the 
Stoke/Stafford area.   

 
3.1.7 Our results are compared against VOA sourced maximum agricultural land 

values and the range of average industrial land values (the range being 
shown by the vertical bars extending above and beneath the black line on the 
relevant graphs). Again, it should be noted that both the assumed 
development scenario site (land take) areas and the VOA data are highly 
indicative. They are used within this study only to help highlight how land 
value varies as assumptions change, and to show the general type of 
information that the indicative RLV results might be compared with when it 
comes to considering how likely a scheme is to proceed given other valuation 
factors. The inclusion of this information here seeks to help with illustrating 
how the value (RLV) created by residential development proposals may look 
and may vary relative to other example uses. The indications also build on the 
emphasis that considering alternative or existing use values will often be 
important in delivery discussions. 

 
3.1.8 At this strategic level overview for policy development, we are able only to 

make broad comparisons. Unfortunately it is impossible to provide the Council 
with definitive “cut-off” points where a scheme definitely would proceed; or 
conversely where viability would be compromised to the degree that 
development would not take place. Site specifics will influence viability on 
individual sites.  

 
3.1.9 There will need to be a second stage to this overall viability process whereby 

site-specific discussions prevail in situations where it is necessary to have 
those – for example in the event of landowners or developers needing to 
demonstrate that affordable housing targets, or perhaps other planning  
obligations, cannot be met. The same might apply where a developer or 
landowner wished to explore enhanced (in excess of target levels) or 
alternative provision of affordable housing with the Council, possibly reliant to 
a varied extent on SHG or other subsidy. There are a range of viability 
models (usually computer based spreadsheet calculation tools reliant on a 
similar residual land valuation process to ours) which could be used to assist 
in considering viability further in such cases.  

 
3.1.10 As we have commented about existing and alternative use values (for 

example commercial), and how those vary greatly with site specifics, much 
the same will apply if the Council consider the viability of a mixed use scheme 
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in dialogue with a landowner or developer. Our suggested starting point would 
be to consider the residential element of such a scheme in a similar way to a 
solely residential scheme, and then consider any positive or negative impact, 
on overall viability, from the other scheme elements. Inevitably this 
consideration will be highly site and scheme specific, but there is no reason 
why the general target approach - the level at which that is pitched, and the 
overall process - would not follow that which is related to entirely residential 
sites.  

 
3.2 Property Values  
 
3.2.1 In terms of the property market generally there is a range of values seen 

across the Borough. The data is set out in Appendix VII – Property Market 
Report and shows typical values in Cross Heath/Porthill/May Bank/ 
Chesterton areas of the Borough are generally towards the lower end of the 
range seen. Conversely, outlying areas including Ashley and Madeley 
typically show values at the top end of the range seen. Between those, value 
levels are relatively consistent with usually small differences seen for example 
between Kidsgrove, Bradwell, Audley and Halmer End.  

 
3.2.2 Overall, this is a Borough which contains areas of wide-ranging 

characteristics. While at first sight the main urban area of Newcastle-under-
Lyme appears to dominate and set the tone, we found that the wider and 
outlying areas around the fringes of both play an important role in offering 
varying and attractive living environments related to the wider travel to work 
areas. In the Borough there are pockets that are viewed as more upmarket 
and higher value. The areas of Audley and Madeley along with Clayton, 
Westlands and Seabridge were also described to us as typically offering 
property at the upper end of the range for the Borough, with values following 
suit.  As with many areas of the country, the rural settlements appear to 
attract the highest sales values. 
 

3.2.3 Across the area these general observations and trends are affected by prices 
in particular areas within settlements (or locations) and / or by volumes of 
particular housing types for sale at any one time (which in turn is influenced 
by the local stock make up). Values can be driven by specific location and 
scheme desirability as much as by particular area or settlement. The property 
values report (Appendix VII) summarising our research goes into more detail.  

 
3.2.4 The general range of new build values seen and assumed for carrying out 

appraisals is as follows: 
 

• Value Point 1: £1,750/m2 
• Value Point 2: £2,000/m2 
• Value Point 3: £2,250/m2 
• Value Point 4: £2,500/m2 
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• Value Point 5: £3,000/m2 
 
3.2.5 In terms of new build property in the Borough, the range of values is narrower 

than that seen in the overall (resale dominated) market with quite a high level 
of consistency of values between settlements and neighbourhoods. Again it 
appears that the differences occur mainly through desirability within the 
settlements or neighbourhoods rather than necessarily between them. As 
normal there are local differences even to the extent of street by street 
variations. That said, there is a very general trend of higher values for 
properties within the rural areas when compared to the majority of areas with 
the main urban settlements of Newcastle and Kidsgrove. Although there is a 
limited amount of new development taking place there, we have seen some 
instances of notably higher values in the rural areas. 
 

3.2.6 Unlike Adams Integra’s recent study findings, in general there no longer 
appears to be a significant premium value attached to new build properties 
compared to resales of a comparable type, on any reliable basis as (although 
data is not always on a like-for like basis). This is due to the current lack of 
confidence in the housing market triggered by the “credit crunch”. We are 
picking up more anecdotal reports of mortgage valuation surveyors down-
valuing new builds. Some agents have indicated that new build property now 
has to compete directly with resale in pricing terms. This has not always been 
the case, however, for example where a scheme creates what is considered 
to be a unique offer. It appears that generally, values in the range Value Point 
2 -3 were most commonly seen with some values falling below that in the 
range between Value Points 1 – 2 and occasionally above that in Value 
Points 3-5. We also have to acknowledge that this looks like being a moving 
scenario in current market conditions, and not on any sort of predictable 
basis. The market, and pricing within it, is very difficult to assess. 

 
3.2.7 There are likely to be areas where new build values achieve only low levels 

(at around our Value Point 1) bearing in mind sales prices will usually vary 
from asking prices in the current market, and often significantly. If market 
conditions continue to deteriorate, however, we could see a general move 
downwards within our overall scale of value levels (range of value points). 
The lower value occurrences could increase, at least over the short term. 
Equally there will also be cases where values are much higher (our Value 
Point 4-5 or above) but again the incidence of these is low currently. A 
majority of the values centre on Value Points 2/3 up to 4. Values can be 
higher in favoured areas of main settlements and also for premium housing 
products. 

 
3.2.8 Parts of the Borough have Market Renewal status. Particularly in the Areas of 

Major Intervention, where - as in Stoke on Trent - there is an aspiration to 
transform local housing markets and economies, increased differences 
between existing and new property values may be seen. The Council will be 
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considering the implications of this, but it is likely to bring a focus on 
affordable housing delivery where access prices are effectively inflated by the 
redevelopment that will take place – by the nature of the new housing offer 
compared to the old.  
 

3.2.9 It should be noted that given the current downturn in market conditions, the 
property market and its likely next direction is particularly difficult to assess at 
the moment - both in a wider sense and more locally.  By looking at a range 
of values to drive our large number of appraisals, however, this study process 
is able to be used in a way which enables the review of varying viability 
outcomes in response to value levels as those vary. 
 

3.2.10 A strong feature of the housing market which has developed over the past 
few months (and appears to be universal) is the dramatic slow-down in the 
rate of sales (number of sales being agreed and proceeding). As detailed in 
Appendix VII, property values overall are now similar to those seen 12–18 
months ago, but the impact of the vastly reduced level of market activity 
(volume of house sales) appears to be affecting the level of development 
activity by increasing perceptions of uncertainty and risk. It remains to be 
seen how this will play out fully in terms of the financial appraisal of schemes 
and sites and, as mentioned in Chapter 2, we have started seeing a range of 
reactions to it in terms of profit levels sought, and other assumptions applied.  
 

3.2.11 We feel there is no doubt that current conditions add up to a negative 
financial viability impact when compared with how schemes are viewed and 
pursued in a more stable, confident market. There is a changing view of the 
attractiveness of larger apartment schemes locally in particular (which 
coincides with that in many other areas in the UK). Developments in general 
will be taking longer to sell (with build progress possibly slowed and costs 
outstanding for longer as a result) and varying packages of incentives are 
typically being offered.  These factors were identified at 2.2 and are 
recognised in Appendix VII as well.   
 

3.3 Results Trends 
 
3.3.1 This study has looked at a range of affordable housing proportions and 

thresholds on development viability within Newcastle-under-Lyme Borough.  
 
3.3.2 The overall trend of results shows a decrease in RLV for all site sizes and 

types in all cases as: 
 

• Market property values decrease; 
• the proportion of affordable housing increases; 
• availability of grant is reduced/removed; 
• developer’s profit is increased; 
• planning obligations/infrastructure requirements are increased and; 
• other costs are added to the scheme. 
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3.3.3  A reduction in RLV would be seen if any of the costs within the appraisals are 

increased or the affordable housing revenue to the developer reduced whilst 
maintaining the same private sales values. These are all normal trends 
encountered in any such study (or indeed site-specific appraisal). They 
demonstrate the dynamic nature of the development process and the fluid 
nature of any appraisals which endeavour to understand or demonstrate it. 
 

3.3.4 The above will all have an impact on development viability because the sums 
of money remaining to purchase land after all costs are met (i.e. the RLVs) 
reduce as development costs (including affordable housing in the context of 
this study) increase. The importance of strong sales values to viability, 
particularly as development costs (again including affordable housing) 
increase can clearly be seen.  
 

3.3.5 A combination that includes multiple or all of the factors which decrease RLV 
(as per the examples listed above) will have the greatest impact on the 
viability of a scenario.  

 
3.3.6 Given the development cost levels assumed, at Value Point 1 there is no land 

value generated on any of the schemes appraised on the basis of our 
assumptions - except at 0% affordable housing content in some cases. This 
means essentially that there is insufficient value in schemes to overcome their 
costs whilst still creating sufficient development profit and a meaningful land 
value. As such, it would not be practical to expect such schemes to deliver 
affordable housing in any substantial proportions, unless they were promoted 
on inherently low value sites – or where land did not have to be purchased. 
As mentioned in Chapter 2, Value Point 1 falls below the range of values 
currently encountered on a consistent basis, but was included to test viability 
at lower value levels given the apparent state of the market and its general 
direction at the time of the study assumptions being fixed. 
 

3.3.7 Again at Value Point 2 (the lowest values typically seen across the areas 
studied in the current market), given the level of costs assumed, once 
affordable housing at any level is required nearly all the schemes show a 
negative (i.e. zero) land residual value. As soon as 25% or 30% affordable 
housing is required, the land residual value reduces even further although of 
course in reality, the land value would remain at zero. 
 

3.3.8 The reason for such low residual land values is low sales values combined 
with development costs which are comparable to those in higher value 
situations. These situations may lend themselves to a different view needing 
to be taken on the cost/value relationship and, again, we can only really 
speculate as to some of the factors which might have been at play in making 
development occur in such circumstances (as has been the case in the more 
buoyant market conditions seen until relatively recently) for example possibly: 
 

Adams Integra – November 2008 (Ref: 08720)                                         28 
 



Newcastle-under-Lyme – Affordable Housing Proposals Development Viability Study 

• Smaller/local/contractor developers with different cost bases or taking 
a different view on costs, risks, profits, marketing, overheads – or 
combinations of these. 

 
• Housing Association/other subsidised/low cost or possibly conversion 

schemes distorting recorded sales data – pulling lower end figures 
further down. 

 
• Smaller units which help to keep costs down. 

 
3.3.9 In general, through our combination of assumptions we are taking quite a 

cautious view of development viability here, which we feel is necessary. 
 

3.3.10 As a comparison, we have run a sample of appraisals on low value schemes 
with lowered build cost assumptions. The results are compared to the 
standard build cost assumptions in Figure 4 below: 
 
Figure 4: Comparison of RLV Results with Variation to Build Cost (Value Point 
2) 10 Unit Housing Scheme 
 Build Cost 
Affordable Housing 

Proportion 
£1,000/m² £900/m² 

0% £157,680 £239,903 
20% £39,390 £122,443 
25% £0 £30,883 

 
3.3.11 The results of the reduced build costs show (as markedly improved RLVs) the 

significant impact that this sensitivity can have on the appraisal outcomes. As 
a part of its wider strategy there may be a case for the Council encouraging 
RSLs and developers/contractors to look at some lower value/marginal sites 
for RSL led development schemes. In such instances it might be possible to 
remove at least an element of the developer’s profit requirement and, 
particularly if public subsidy were available on viability (e.g. gap funding) 
grounds, consider how such appraisals might be boosted, and schemes might 
be made to compete favourably with lower end value market schemes which 
struggle to create significant land value. This is put forward in an exploratory 
sense. 
 

3.3.12 By Value Point 3, positive RLVs are generated more often where the 
affordable housing requirement is 20% to 25% although there are still 
instances of very low or nil land values. The actual RLV will vary with scheme 
size and unit mix. 
 

3.3.13 By Value Point 4 and above (and linked to increased sales revenue), positive 
land value results start to be generated in the appraisals on all schemes and 
at proportions up to 30% affordable housing. 
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3.3.14 The range of results covers zero land values in Value Point 1 at the highest 

proportions of affordable housing to significant RLVs in Value Point 5 at zero 
affordable housing.  
 

3.3.15 As an example, if we were to fix the value point at value point 3 (on our 15 
unit housing scheme – see Appendix II), the impact of moving from 20% to 
25% affordable housing provision, is to reduce the RLV from £235,511 to 
£202,433. This shows a reduction in RLV of approximately 14%.  
 

3.3.16 Further increases to the affordable housing proportion lead to further 
reductions in residual land values generated by the results. From 20% to 30% 
we see a reduction of 58%. The large jump in the reduction in RLV here is 
caused more by the choice of property type/size transferred to the RSL than 
the additional increase in affordable housing proportion. Within our appraisal 
process we have to make judgements about which units are retained for 
market sale by the developer and which are transferred for affordable 
housing. In line with our theme of looking at viability cautiously, where 
possible we assume that the affordable units will be in accordance with the 
Council’s like mix preferences in response to needs – normally for a balance 
of property types but including larger ones. In contrast, developers normally 
need to protect their scheme revenue as far as possible, and may be looking 
at a mix skewed more towards lower cost, smaller units for example. We 
referred to this at 2.6.7. While potentially helping scheme viability compared 
with our typical assumptions, that sort of approach may lead to imbalanced 
communities through not meeting the diverse need that exists in the Borough.  

 
3.3.17 Affordable housing mix will have an impact on viability, and may be one of the 

areas included within the Council’s negotiation of scheme detail – both 
generally and as part of a response to viability issues.  
 

3.3.18 It should also be noted here that the scenarios tested all assume minimal 
abnormal costs and, as mentioned above, any increase in costs will have a 
further detrimental effect on the RLVs produced (assuming sales values 
remain constant) by the housing development scenario envisaged (and hence 
a further impact on development viability). 
 

3.3.19 Although the individual figures change, the pattern and relative difference in 
residual land values described above occurs across all sites modelled. The 
relative difference only increases when comparing the worst case scenario 
described above with one where there is no affordable housing requirement 
currently (smaller sites below 15 units in urban areas). Site size in itself is not 
a determinant of development viability, and our results from a wide range of 
such studies have also shown that. 
 

3.3.20 We will now go on to describe the impact of these variables in more detail 
whilst drawing out examples from the results, before setting out our 
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conclusions in relation to the likely viability of various affordable housing 
policy options (affordable housing thresholds and proportions). 
 

3.4 Reduction in Residual Land Value (Lowering the Threshold in Rural 
Areas from 15 to 5 Units)  

 
3.4.1 Newcastle-under-Lyme Borough Council’s currently applied affordable 

housing policies place a requirement for the provision of affordable housing 
on sites of 15 dwellings or more regardless of settlement size. In rural areas 
the Council is proposing introducing a policy position that requires affordable 
housing from sites of 5 units or more. Therefore, below the 15 unit threshold 
the modelling carried out for this study applies a proportion of affordable 
housing to such sites for the first time. The results of appraisals carried out on 
sites below the 15 unit threshold represent possible sites in the rural areas. 
 

3.4.2 Analysis of the results indicates that, as expected, requiring an affordable 
housing element, compared with 0%, on any of the scenarios modelled leads 
to significant reductions in RLV across the entire range of Value Points and 
scheme types. 

 
3.4.3 A comparison of the reduction in RLVs for a 10 unit housing scheme across 

Value Points 2 to 5 resulting from a proposed policy of increasing the 
affordable housing requirement on qualifying sites from 0% to 25% affordable 
housing, indicates a reduction of between 100% at Value Point 2 to 43.2% at 
Value Point 5.  

 
Figure 5: Graph Showing Reduction in RLV from 0% to 25% Affordable Housing 
on a 10 Unit Housing Scheme in Newcastle-under-Lyme 
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3.4.4 If the affordable housing proportion is increased to 30% (from 0%) the 

reduction in residual land value remains the same due to rounding of 
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affordable units required on site (i.e. 25% of 10 and 30% of 10 both produce 3 
affordable units). 
 

3.4.5 If the affordable housing proportion is only increased to 20% (from 0%) the 
reduction in RLV is less than at 25% (or 30%) as shown by Figure 6 below. 
 
Figure 6: Graph Showing Reduction in RLV from 0% to 20% Affordable Housing 
on a 10 Unit Housing Scheme  
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3.4.6 The results indicate that for all scheme types and sizes, the RLV is 
significantly reduced across the full range of Value Points. The impact of 
those reductions is greater at the lower end of the value scale due to the 
initial (pre-affordable housing requirement) lower land values which in turn 
lead to a reduced ability to bear cost. 

 
3.4.7 This pattern is repeated across the range of scheme sizes and types from 5 – 

10 units although again it must be noted that due to rounding effects, there is 
no difference between the results produced on a 5 unit scheme at 20% and 
25% affordable housing. 

 
3.4.8 Please note that reductions in RLVs showing 100% are due to nil or negative 

land values as a result of the requirement for affordable housing, and 
therefore a maximum reduction in RLV of 100% has been shown in such 
cases. 

 
3.4.9 The main trend we are looking at is the scale of reduction in values flowing 

from the proposed policy impact in each case. Whether a specific site comes 
forward for residential development in practice will hinge on the wide range of 
factors discussed in this study, not least any competing land use value. 
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3.5 Residual Land Values – Below Existing Policy 
 

3.5.1 Whilst the above highlights the impact of affordable housing on site viability 
by looking at the overall reduction in RLV, it is also relevant to review the 
approximate RLV figures produced (in monetary terms) and compare these 
across the range of sites considered. This has been shown as an absolute 
monetary figure in Appendix II, and also as value in “£ per hectare” based on 
assumed site sizes and densities discussed previously (see Appendix VI). 

 
3.5.2 In terms of the notional RLV remaining for a 10 unit housing scheme at Value 

Point 2 (Appendix II), the residual land value lowers £157,680 to £0 (or from 
£750,855 per hectare to zero) as a result of applying a 25% affordable 
housing policy from an original starting position where 0% (no) affordable 
housing was required. 

 
Figure 7: Residual Land Value (£ per Ha) - 10 Unit Housing Scheme 
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3.5.3 At Value Point 3 for a 10 unit housing scheme, the notional residual land 

value lowers from £300,488 (£1,430,893 per Ha) to £170,066 (£809,837 per 
Ha) as a result of applying a 20% affordable housing policy and £67,188 
(£319,942 per Ha) as a result of applying 25% affordable housing policy.  

 
3.5.4 The trend of results shows increases in RLV for each of the potential policy 

positions as we move through Value Points 1 to 5; i.e. as values increase. 
These trends are replicated across all scheme types and all potential policy 
positions. Property values are the main determinant of site viability. 

 
3.5.5 The overall trend shows, as would be expected, an increase in development 

viability from a scheme at Value Point 1 with 25% or 30% affordable housing 
to a scheme at Value Point 5 with 0% affordable housing – the extremes in 
the range studied. 
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3.6 Reduction in Residual Land Value – Above Existing Thresholds 
 
3.6.1 For schemes at or above the current Newcastle-under-Lyme Borough Council 

adopted affordable housing policy threshold of 15 units, the modelling carried 
out for this study applies a proportion equal to and greater than existing 
policy. So, on these sites, previously there would have been a currently 
applied requirement for 20% affordable housing. The study compares this to a 
potential policy requirement for 25% or 30%.   

 
3.6.2 A  comparison of the reduction in RLVs for a 15 unit housing scheme across 

Value Points 2 to 5 resulting from a proposed policy of increasing the 
affordable housing requirement on qualifying sites to 25% indicates a 
reduction of between 73% at Value Point 2 to 6% at Value Point 5. At 30% 
the reductions in residual land value vary between 100% in Value Point 2 and 
23% in Value Point 5. 
 

3.6.3 We can also see that the reduction in land residual is generally less when we 
compare a larger scheme (where the affordable housing element is being 
increased from the existing 20% to 25% or a potential 30%) with a smaller 
scheme which is below the current threshold (where, for example, there is an 
increase in affordable housing provision from 0% to 25% as shown above). 
This confirms the general indication that the sharpest policy impacts are on 
sites which are expected to provide affordable housing for the first time, as 
opposed to sites where an increased proportion is sought.  

 
3.6.4 As above, it should be noted that the results which show very large reductions 

in RLV can be caused by very low starting land value, and as such only a 
small increase in costs (or reduction in sales receipt) will result in a large 
relative percentage drop in RLV. Although this impact is principally going to 
have an effect on sites which are asked to provide affordable housing for the 
first time, it is also seen in cases with lower values where the existing 
requirement for 20% affordable housing already provides very low land 
values.  

 
3.6.5 This suggests that there may be difficulties experienced in applying current 

policy targets in certain lower value locations where there are low RLVs. 
Therefore, it is likely that the Council will need further negotiation in such 
instances, particularly in current market conditions – even more so if those 
weaken further. This would also apply to schemes anywhere with high 
abnormal costs, highlighting the importance of regarding the policy positions 
as targets, wherever they are set. 
 

3.6.6 In some traditionally lower value locations such as in the Knutton and Cross 
Heath Area of Major Intervention, the Council plans to provide a more 
balanced mix with the introduction of aspirational housing. It is possible in 
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areas such as these that higher values may be achieved that those seen 
locally. 
 

3.7 Residual Land Values – Above Existing Policy 
 
3.7.1 In terms of the notional land residual remaining for a 15 unit housing scheme 

at Value Point 2, a low residual land value is generated at any proportion of 
affordable housing. With currently applied policy the RLV for our notional 
scheme reaches £38,574 (£116,889 per Ha). At 25% affordable housing 
requirement this drops to £10,252 (£31,065 per Ha) and at 30% affordable 
housing reduces to zero. 

 
3.7.2 By Value Point 4, the RLV has increased to £424,124 (£1,285,223 per Ha) 

under the currently applied policy and drops to £386,797 (£1,172,111 per Ha), 
with the effect of a 25% affordable housing policy introduced. 

 
Figure 8: Residual Land Value (£ per Ha) - 15 Unit Housing Scheme 

£0

£500,000

£1,000,000

£1,500,000

£2,000,000

£2,500,000

£3,000,000

Value
Point 1

Value
Point 2

Value
Point 3

Value
Point 4

Value
Point 5

Newcastle‐under‐Lyme

RL
V
 (£

 p
er
 H
a)

20% AH

25% AH

30% AH

 
3.7.3 The findings show that the additional impact of moving from 20% to 25% 

affordable housing requirement is relatively small in the context of the general 
results. 
 

3.7.4 On schemes that achieve Value Point 3 values the approximate residual land 
values appear to be able to support a level of affordable housing. This will 
obviously be dependent on the existing or alternative use value of any site 
and as such there is no definitive cut off point where it is possible to say that 
land values can or cannot support affordable housing. It is just possible to 
indicate that Value Point 3 residual values are more likely to support a 25% 
affordable housing requirement than Value Point 2 or 1. Value Point 2 values 
are low and an element of negotiation is almost certainly going to be required 
on the percentage of affordable housing to be sought, especially alongside 

Adams Integra – November 2008 (Ref: 08720)                                         35 
 



Newcastle-under-Lyme – Affordable Housing Proposals Development Viability Study 

other planning requirements. Value Point 1 residual values are in the main 
nominal or zero with reference to our calculations (although the occurrence of 
developments with this level of value were minimal at the time of conducting 
the research for this study). As mentioned above a different view of the cost 
(particularly build cost)/value relationships may kick-start certain schemes 
and mitigate lower value development (Value Point 1 - 2) barriers and 
problems. However in such cases, the affordable housing requirements 
should be looked at on a site by site-by-site basis. 

 
3.8 20% Developer’s Profit 
 
3.8.1 As mentioned at 2.5 of this report, viability has also been investigated on a 

small sample of scenarios using 20% developers profit in place of 15%. This 
has been carried out on schemes of 25 units at all Value Points at 20%, 25%, 
and 30% affordable housing. A summary of the 25 unit housing scheme 
results at Value Point 3 is provided here with a comparison to the results 
using a 15% developer’s profit. The full results can be found in Appendix III. 

 
3.8.2 This comparison allows us to investigate the additional impact of increased 

profit requirements that may be more likely on schemes as a result, for 
example, of increased risk in bringing more complex sites forward for 
development. As expected, the same trends discussed previously are seen, 
whereby the lower the development values, the greater the additional impact 
on scheme viability.  

 
3.8.3 Figure 9 below shows the comparison where the only change made was to 

the developer’s profit level: 
 
 Figure 9: Comparison of Appraisal Results at 15% and 20% Developer’s Profit 
 (Value Point 4) 
 

25 Unit - Mixed Scheme 
Appraisal 

Type RLV (£) – 15% 
Profit 

RLV (£) – 20% 
Profit 

RLV (£ per 
Ha) – 15% 

Profit 

RLV (£ per 
Ha)  – 20% 

Profit 
20% 

Affordable £522,660 £358,749 £1,215,488 £834,301 

25% 
Affordable £416,393 £253,863 £968,355 £590,379 

30% 
Affordable £278,622 £127,473 £647,959 £296,450 

 
3.8.4 The result of an increase in developer’s profit from 15% to 20% leads to 

further reductions in the residual land values across the range. As the 
percentage of affordable housing increases, with reducing RLV the impact of 
an increased developer’s profit on scheme viability becomes greater; there 
are more burdens on the development revenue in simple terms. The impact is 

Adams Integra – November 2008 (Ref: 08720)                                         36 
 



Newcastle-under-Lyme – Affordable Housing Proposals Development Viability Study 

more marked with lower starting values. The additional impact of the higher 
developer’s profit does not materially affect our recommendations or 
conclusions from this study except to reiterate that there will be schemes that 
the Council will need to consider in this context, in negotiations. It should be 
noted that this effect will be more in focus when looking at lower value 
schemes.  

 
3.9 Tenure Variation 
 
3.9.1 A small sample of appraisals were also modelled where the only change to 

the assumptions was the mix of affordable housing tenure. For this small 
sample (schemes of 25 mixed dwellings across all value points) the tenure 
mix was changed from 60%/40% affordable rent to shared ownership to 70% 
/30% affordable rent to shared ownership. The results are summarised in 
Figure 10 below: 

 
Figure 10: Comparison of Appraisal Results at 60% / 40% and 70% / 30% 
affordable housing tenure mix (Value Point 4) 

 
25 Unit - Mixed Scheme Appraisal 

Type RLV (£) 60% / 
40% 

RLV (£) 70% / 
30% 

RLV (£ per Ha) 
60% / 40% 

RLV (£ per Ha) 
70% / 30% 

20% 
Affordable £522,660 £466,575 £1,215,488 £1,085,057 

25% 
Affordable £416,393 £416,393 £968,355 £968,355 

30% 
Affordable £278,622 £221,569 £647,959 £515,276 

 
3.9.2 Figure 10 shows the impact on scheme viability of altering the tenure mix. For 

example with an overall proportion of 30% affordable housing the RLV 
reduces by £57,053 (or by 20%) when the mix is changed to a 70%/30% mix 
from 60% / 40% affordable rented to shared ownership mix. Again, the 
percentage decrease is made worse (increased) with low starting values. The 
impact of changes to tenure are lessened by higher values. NB: At a 25% 
proportion the values are unaffected by the change in mix. This is again due 
to rounding of the affordable housing numbers (i.e. 25% of 25 units is rounded 
to 6 units. 70% and 60% of 6 units both round to 4 units). 

 
3.10 The Role of Social Housing Grant 
 
3.10.1 Sample appraisals have also been carried out to show what happens to our 

notional sites as grant is added to the scheme (see also Appendix V). Figure 
11 below compares the results of appraisals run with and without grant on a 
15 unit housing scheme. 
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Figure 11: Comparison of Appraisal Results With and Without Grant (Value 
Point 4 only) 

15 Unit Housing Scheme 
Appraisal 

Type RLV – 
Without 
Grant 

RLV – With 
Grant1 

RLV (£/Ha) 
Without 
Grant  

RLV (£/Ha) 
With Grant 

20% 
Affordable £424,124 £477,291 £1,285,223 £1,446,338 

25% 
Affordable £386,797 £452,739 £1,172,111 £1,371,936 

30% 
Affordable £272,711 £358,850 £826,398 £1,087,426 

 1Assumes £13,000 per person for affordable rent; £6,000 per person shared ownership 

 

3.10.2 Figure 11 (with data taken from Appendix V), based on the assumptions 
used, indicates that adding grant to the scheme improves the residual land 
value by between 11%, 15% and 24% (at 20%, 25% and 30% affordable 
housing respectively).  Figure 11 also shows that the addition of grant to a 
scheme improves RLVs to the point that a similar result is produced to that 
without grant at a lower affordable housing proportion – e.g. the RLV 
produced at 25% affordable housing with grant, is similar to that produced 
without grant at 20% affordable housing. This ultimately improves the viability 
of a scheme but the availability of grant is another element that must be 
considered on a site-specific basis. This discussion links to the potential role 
for “cascade” type thinking, whereby affordable housing delivery is adaptable 
to site circumstances such as viability and perhaps grant or other funding 
availability. It can mean that the optimal contribution towards meeting local 
affordable housing needs is made even when site assumptions change.  
 

3.10.3 The findings indicate a range of values across Newcastle-under-Lyme 
Borough from relatively weak values (where development viability is 
compromised even with the most favourable cost assumptions) to stronger 
values (where development viability is improved and is likely to bear greater 
cost). This suggests that grant will have an important role to play on many 
sites where affordable housing numbers or deliverability of a favourable 
tenure mix can be improved.  
 

3.10.4 Given the viability constraints discussed so far at Value Points 2 to 3 with 
25% affordable housing it is likely that social housing grant or other public 
subsidy would need to be levered in to support affordable housing delivery at 
such proportions – particularly combines with tenure mix aspirations skewed 
towards priority needed affordable rent. At the higher value points (Value 
Points 4 and 5), there is scope for the Council to adopt a relatively robust 
position in negotiations with landowners and developers on the use of grant, 
and on what any grant input will be adding to a scheme.  
 

3.10.5 Currently in Newcastle-under-Lyme, the level of subsidy secured from the 
developer and/or landowner is dependent on the level of offer received from 
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RSLs, which may be competing with each other in submitting those offers.  
Offers are based on their particular business plans, access to funds and loan 
arrangements, for example. There is also scope for the Council to consider 
mechanisms for securing of local level subsidy in working up its more detailed 
approach. Examples of such mechanisms could be through a nil-cost land for 
affordable housing basis; or through guiding affordable housing payment 
levels to developers. The latter would usually result in a payment table or 
formula, usually based on what RSLs can afford to pay as driven by their 
finance models and ability to raise loan funds based on scheme cash flows. In 
due course consideration might be given to reviewing the current negotiated 
approach, with such alternatives borne in mind.  We are working from a base 
point here, again assuming satisfactory site conditions and achievable wider 
planning requirements and obligations, together with appropriate values 
relationships with existing/alternative uses. The principles raised here are 
also picked up in the following paragraphs. 
 

3.10.6 Whilst (in line with the Housing Corporation’s “additionality” approach), the 
Council’s starting point may well be to consider what affordable housing can 
be achieved without grant, as discussed above, our view is that grant will 
have an important role to play in balanced housing delivery locally, and in 
particular in  supporting varied and appropriate tenure provision.  A nil grant 
starting point can create a good basis for examining the “additionality” which 
grant can create (i.e. comparing what can be achieved with grant, compared 
to without it). This starting position does not detract from the importance of 
considering and pursuing social housing grant bids; it simply creates a 
benchmark. Bids which show the grant input is adding to schemes and 
providing value for money should be encouraged. We consider that the 
process of seeking to attract grant will be relevant particularly for schemes 
which see market values in the lower to mid part of the range we have seen 
(typically where viability results are poorest).  

 
3.10.7 In the current funding climate, we must stress the importance of guiding 

tenure, seeking to influence the affordable housing procurement costs locally, 
(including through landowner/developer subsidy mechanisms as discussed in 
this study) and of continuing to consider cascade-type thinking on adaptable 
scheme make up, depending on funding availability. As above, a key aspect 
of providing clarity for developers, landowners and all other involved in the 
delivery process, will be to set out the mechanisms by which affordable 
housing is transferred to RSLs by developers. This involves setting out 
whether, for example, there will be an expectation of nil-cost (usually 
serviced) land provided for the affordable homes; or whether their cost will 
alternatively be subsidised through guiding the price which the developer 
receives from the RSL (as at 3.10.5). The latter method is usually linked to 
the amount of loan finance a RSL can raise based on the rental and/or capital 
income flow it will receive from the affordable homes. Either way, it amounts 
to a reasonable level of subsidy being secured locally to help limit the input 
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cost of the affordable housing. Ultimately this gives more scope for achieving 
genuine affordability for the occupiers. It may form an important basis for 
additional funds to be levered in – for example social housing grant.  
 

3.10.8 A cascade principle or mechanism allows the affordable housing element of a 
scheme to adapt to funding circumstances at the point of the delivery details 
being fixed (i.e. most likely post planning, but prior to contracts being entered 
into by the developer and RSL for the affordable housing construction and 
purchase).  

 
3.10.9 The principle would normally be built in to the Section 106 agreement. It has 

the potential to smooth delivery at times when funding availability for the 
affordable homes can be uncertain, or perhaps when other planning or site 
issues mean that the exact details of the affordable housing delivery need to 
be altered. This can help avoid or reduce delays where Section 106 
agreements would otherwise be renegotiated instead. An agreement 
including a cascade principle provides scope for the affordable housing 
content of a scheme to be reshaped and usually optimised given the available 
funding and perhaps other financial circumstances. Other/extended cascades 
are used but before accepting conversion of affordable homes to market 
homes, the Council should use all opportunities to see how the affordable 
housing element can still be optimised in the specific circumstances. The 
Council has the basis for a cascade style approach within its draft affordable 
housing SPD. 

 
3.10.10 Usually a local authority would expect to lead the process which redefines the 

affordable housing, working closely with the other parties such as the 
developer, Housing Corporation and any involved RSL.  As an example of a 
potential cascade outcome, the Council may take a view that it is best to 
consider fewer affordable homes, but of the priority needs tenure type (i.e. 
usually affordable rent). Alternatively the Council may decide to maintain 
delivery of numbers of affordable homes by allowing the tenure mix to skew 
towards more financially viable home ownership or intermediate housing 
tenure; or to commute the affordable housing delivery in to fewer family 
homes. Ultimately, discussions and outcomes would be very site-specific. 
 

3.10.11 The same principle as outlined above (essentially, judging the target 
affordable housing proportions in conjunction with funding availability and 
wider criteria) might also be relevant in the context of any wider consideration 
the Council may be giving to overall planning obligations requirements and 
burdens on schemes. 

 
3.10.12 Through discussion with the Council’s Officers and having been involved in 

consultancy work also with Stoke on Trent City Council, we are aware that 
there is high likelihood of social housing grant being available in the Housing 
Market Renewal (HMR) designated areas of the Borough. The Council will be 
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able to explore whether there is scope to seek to lever in more grant, based 
on the additionality principles and other factors discussed here.  

  
3.11 Density and Site Size 
 
3.11.1 Appendices II to V show an overall summary of trends in terms of RLV, and 

RLV as a percentage of GDV. 
 
3.11.2 As mentioned previously, due to highly variable potential existing and 

alternative use values of sites, it is impossible to provide the Council with 
definitive “cut-off” points where viability will be compromised to the degree 
that development may not take place. However, it is possible to provide likely 
outcomes at varying levels.  

 
3.11.3 By way of a basic example, a residual calculation that provides an output of 

zero value (i.e. RLV of 0% of GDV) after testing the policy proposal, means 
that development on this site would not go ahead unless there were a special 
business case for pursuing it. Conversely, on a site where the RLV 
approaches 40% of GDV after the application of affordable housing policy it is 
likely (although not definitive) that land values are going to be high enough to 
absorb the impacts of the new policies. 

 
3.11.4 In addition, the indicative RLVs in monetary terms (as at Appendix II) resulting 

from the application of various policy positions across the different site types, 
can be compared very generally to land values provided by organisations 
such as the VOA through estimating the land area (“land take”) of the notional 
schemes. 

 
3.11.5 Again bearing in mind the notional nature of it, Adams Integra’s 15 unit 

housing scheme (as discussed above) could occupy approximately 0.33 
hectares (equivalent to a density of 45 dwellings per hectare). At this site size, 
the value of the land at Value Point 3 with zero affordable housing is indicated 
to be £1,412,319 per hectare. With a requirement for 25% affordable housing 
this falls to £613,464 per hectare. Valuation Office statistics for industrial land 
in the Stoke/Stafford area10 provide values between £325,000 and £650,000 
and a typical value of £425,000 per hectare. VOA data also suggests that 
agricultural land value is below £20,000 per hectare (dependent on type).   

 
3.11.6 What this indicates on a comparison basis with average data from the VOA, is 

that the value of our 15 unit housing scheme at Value Points 2 with 25% 
affordable housing, although producing RLVs often significantly higher than 
agricultural values, they may well be unlikely to achieve values better than 
those produced by some commercial schemes given the indicative densities 
and other assumptions applied, especially as retail and office space are likely 

                                            
10 VOA Property Market Report July 2008 
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to show higher values than for industrial use (although this is harder to 
compare on a like-for-like basis).  

 
3.11.7 By Value Point 3 we would see the value of the land for our 15 unit housing 

scheme (based on an indicative 45 units per hectare) approaching the upper 
end of the range industrial use values at 25% affordable housing compared to 
the VOA data for the Stoke/Stafford. By Value Points 4 and 5, the residual 
land values produced in the appraisal modelling significantly exceed industrial 
use values. 
 

3.11.8 For the notional schemes of less than 15 dwellings (i.e. of 5 and 10 
dwellings), modelling was carried out at 0% (i.e. with no affordable housing) 
since sites of 15 would not normally provide affordable housing in the locality 
currently. Those smaller notional sites (with reference only to the rural area) 
were also considered with a potential 20%, 25% and 30% on-site affordable 
housing requirement.  

 
3.11.9 It should be noted that with a conventional approach to mathematical 

rounding of affordable numbers provided on-site, for a scheme of 5 dwellings 
there is no difference between a target of 20% (means 1 affordable home of 
the 5 total) and 25% (again means 1 affordable home, rounded down from the 
calculation of 1.25).  To round up so as to seek whole unit affordable housing 
numbers would be inequitable on such a small site, and would misrepresent 
the target.  

 
3.11.10 However, on the notional 10 dwelling schemes (see Table 10, Appendix VI) 

the clear viability benefit of considering a 20% compared with 25% affordable 
housing target can be seen. RLVs based on a 20% requirement are 
considerably better than those relating to 25%. To illustrate this point, the 
notional 10 unit housing scheme at Value Point 4 shows an indicative RLV 
equating to £1,405,090 per Ha at 20% affordable housing. With 25% 
affordable housing this indicative RLV falls to £879,597per Ha, all based on 
our assumptions as with all cases. Sites of this size would be captured by 
affordable housing policies for the first time in rural areas. 

 
3.11.11 For general information, the VOA also provides average data for residential 

land within the Stoke/Stafford area or West Midlands as an average. Although 
data is not available for settlements in Newcastle-under-Lyme Borough, as an 
example, Stoke/Stafford figures of between £1,600,000 and £1,750,000 per 
hectare are indicated (or between £2.12 million and 2.36 million for West 
Midlands). This information can only be regarded in very general terms, since 
we stress again that development values and appraisals are very site specific 
once actual schemes are being looked at. Given the VOA reporting date, it is 
likely that values will have fallen back significantly since then, however.  
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3.11.12 Although the commercial property market is currently being hampered and 
has lost confidence in a very similar way to the residential market – with 
falling demand affecting values – it appears to us that the land value 
comparisons between residential and other existing/potential uses may now 
be much closer than the VOA residential data suggests.  
 

3.11.13 The site densities assumed above are for example purposes only as site 
specifics will influence viability on individual sites. The example values for 
alternative uses cannot be considered definitive. This section is provided as a 
guide only, and to emphasise that considering alternative use values will often 
be important in delivery discussions. 

 
3.11.14 In general the results indicate that the larger, higher density apartment 

schemes where higher build costs have been applied show the poorest 
viability results. This fits with current reporting on such brownfield/town centre 
sites suffering the worst and proving to be the most challenging to bring 
forward in the current climate; a trend which is exacerbated by the fact that 
these are often sites with a high occurrence of particular site costs and 
abnormal issues. 
 

3.11.15 As stated at 2.10 within the Methodology Chapter, in addition to comparisons 
with VOA data, we have also carried out some research of active Agents’ and 
others information on residential development land values in the Borough – 
where possible bearing in mind that currently there appears to be a fairly low 
level of land marketing activity. This type of information can only be indicative 
and very general, as discussed. It is included at page 31 (onwards) of 
Appendix VII. 

 
3.11.16 Whilst it is not necessarily reliable to simply proportionately increase typical 

plot/smaller site prices to arrive at indications for land values for much larger 
sites, we have found some interesting information in terms of land price 
expectations for smaller development sites in the general locality. During the 
period of this study we did not receive any information on bulk land prices. 

 
3.11.17 In terms of current marketing information on smaller sites, some of which are 

comparable with types assumed in our notional site appraisals, we have seen 
residential land (small sites) ranging from £12,500 (for flats) to £160,000 (for 
substantial detached houses), and at the very top end a plot of £250,000 for a 
single house.  

 
3.11.18 Within this range, we consider the more typical variety of plots (for flats 

through to more modest houses) appear to be marketed with a land price 
expectation in the range say £25,000 to £60,000 per plot, usually with 
planning permission for a small residential development.  
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3.11.19 Subject to the caveats mentioned above, when looked at in terms of per acre 
/hectare price indications (i.e. figures proportionately increased), the range 
was less than £200,000 to more than £2m per acre (about £500,000 to almost 
£5m/hectare). Figures at the upper end of this range are considered 
misleading in the local context. Looking at the more typical plot figures, a 
more reliable indication of a per acre land price for these types of schemes 
perhaps falls in the range say £500,000 to £800,000/acre (say £1.24m to 
£1.98m/hectare). Given the mostly urban locations small scheme sizes 
behind this data (1 to 19 units), these figures are most likely on the basis of 
no (0%) affordable housing. 

 
3.11.20 This means that currently residential land is perhaps typically worth less than 

the July 2008 VOA figures suggest. It also suggests that Adams Integra 
indicative RLV findings are in line with these. The 15 unit scheme mentioned 
at 3.11.5 (where we arrived at an indicative RLV of £1.4m/ha before 
affordable housing (with 0%) provides an example of this.  
 

3.11.21 We also found a limited amount of indicative information, for background 
purposes, on commercial development land values, on a similar general 
(guideline only) basis. This is also included at the same part of Appendix VII. 
 

3.11.22 An interesting example of a site which is currently in commercial use was 
seen at Silverdale in Newcastle. This is just one example, but a site of 
approximately 1 acre (0.4 Ha) is marketed at £250,000 (about £600,000/Ha) – 
with planning permission for workshop / office development. Looking again at 
our notional scheme of 15 houses (readily accommodated on such a site area 
– we assumed a 0.33 Ha land-take for it), after allowing for 25% affordable 
housing we would be creating a land value that competed with the 
commercial one. This is on an indicative basis, again to high-light the 
relevance of existing/competing uses to may such situations. Clearly we have 
not investigated the planning potential for that site. 
 

3.11.23 As stated previously, comparisons on this sort of basis are difficult to make 
with any real certainty or confidence. Again, there will be no substitute for 
consideration of site specifics where viability issues arise, but we consider it 
helpful to make some cross reference between our results and this sort of 
information on land values.  

 
3.12 Review of Potential Financial Contributions Approach to Seeking 

Affordable Housing Contributions. 
 

3.12.1 As requested by the Council, Adams Integra has carried out some modelling 
to consider the impact on development viability of the Council’s proposed 
approach to commuted sums detailed within its draft SPD11. 
 

                                            
11 Newcastle-under-Lyme – Draft Affordable Housing Supplementary Planning Document – July 2008 
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3.12.2 The Council will, in the first instance, seek to ensure that affordable housing is 
provided on site. Only in very particular circumstances will either another site 
or a payment in lieu of on-site provision be considered as an alternative. 
Where a financial contribution is required instead of on-site provision, the 
Council has set out in its draft SPD a calculation for the collection of these 
sums. Adams Integra has based the modelling for this element of the study 
on the Council’s SPD, the calculation of which is briefly set out here:  
 
“For each unit type, the calculation will take 60% of the open market value 
(OMV) of the completed dwelling to reflect the developer contribution on 
social rented and shared ownership units agreed with an RSL. 
 
As an example: A developer proposes a residential application of 32 homes 
for sale comprising 24 x 3 bed houses (OMV of £130,194 per unit) and 8 x 2 
bed houses (OMV £104,113). This equates to 75% 3 bed houses and 25% 2 
beds. A total of 8 affordable homes would be required on site – 6 x 3 bed 
houses and 2 x 2 bed houses. The cash in lieu of on-site provision would be 
calculated as set out in the table below”: 

Property OMV 
(illustrative 

example 
only) 

60% 
Developer 

Contribution 

Number
of 

Units 

Commuted 
sum 

payment 
per unit 

Total 
commuted 

sum 
payment 

2 Bed House £104,113 £62,467 2 £62,467 £124,934 
3 Bed House £130,194 £78,116 6 £78,116 £468,696 

Total 
commuted 

sum payment 
for the 

application 

 
 

£593,630 

 
3.12.3 The purpose of this element of the study is not to comment on the planning 

policy scope or merits of such an approach, but to inform purely on the likely 
development viability aspects. The Council will need to consider the wider 
justification, scope and implications.  

 
3.12.4 This calculation is proposed to be used by the Council to determine the 

financial contribution that should be requested in exceptional cases in lieu of 
on-site provision of affordable housing.   
 

3.12.5 Adams Integra has used the Council’s methodology to determine the level of 
contribution for each of the notional schemes tested (schemes of 5, 10 15 and 
25 units at each of our Value Points). Figure 12 below, shows the calculated 
contributions assumed for each unit at each Value Point based on the 
Council’s methodology. A comparison to the results for on-site provision of 
affordable housing based on our same notional sites is shown in Figure 13.  
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Figure 12: Indicative Financial Contributions In Lieu of On-Site Affordable 
Housing Figures Used as Basis for Appraisals (source: extracted from 
Appendix IIA) 
 
Value 
Point 1 Bed Flat 2 Bed Flat 

 
OMV £ 

Commuted 
Sum Per 

Unit 
OMV £ 

Commuted 
Sum Per 

Unit 
1 £87,500 £52,500 £117,250 £70,350 
2 £100,000 £60,000 £134,000 £80,400 
3 £112,500 £67,500 £150,750 £90,450 
4 £125,000 £75,000 £167,500 £100,500 
5 £150,000 £90,000 £201,000 £120,600 
 
 
 

      

Value 
Point 2 Bed House 3 Bed House 4 Bed House 

 
OMV £ 

Commuted 
Sum Per 

Unit 
OMV £ 

Commuted 
Sum Per 

Unit 
OMV £ 

Commuted 
Sum Per 

Unit 
1 £131,250 £78,750 £148,750 £89,250 £175,000 £105,000 
2 £150,000 £90,000 £170,000 £102,000 £200,000 £120,000 
3 £168,750 £101,250 £191,250 £114,750 £225,000 £135,000 
4 £187,500 £112,500 £212,500 £127,500 £250,000 £150,000 
5 £225,000 £135,000 £255,000 £153,000 £300,000 £180,000 

 
 

3.12.6 Appendix IIA provides the results of our calculations, showing the impact on 
development viability of collecting sums of money in lieu of on-site provision 
based on the notional sites and criteria set out above. 
 

3.12.7 Seeking to collect the level of financial contributions detailed in Figure 12 in 
areas that fall within Value Points 1 and 2 will have a significant impact on 
viability, such that at all affordable housing proportions (equivalent based on 
the Council’s approach) on sites tested, land values fall to zero or close to 
zero. At Value Point 3, viability improves but resulting land values are still low 
where a 25% proportion is applied. 
 

3.12.8 It is only at Value Points 4 to 5 that we see RLVs increase to the point where 
viability is consistently unlikely to be compromised at 25% affordable housing 
equivalent. 
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3.12.9 A sample of results comparing the RLV results of 25% affordable housing 
equivalent financial contribution with 25% on-site affordable housing on the 15 
unit housing scheme modelled is shown in Figure 13. 
 
Figure 13: Comparison of RLV Results between 25% On-site Affordable 
Housing and 25% Affordable Housing Financial Contribution (Value Points 2 to 
4 only) 
 

15 Unit - Housing Scheme 
Appraisal 

Type RLV (£) – 
On-Site 

RLV (£) – 
Financial 

Contribution 
RLV (£ per Ha) 

– On-Site 
RLV (£ per Ha) 

Financial 
Contribution 

Value Point 2 £10,252 £0*1 £31,065 £0 

Value Point 3 £202,443 £76,433*2 £613,464 £231,615 

Value Point 4 £386,797 £254,145*3 £1,172,111 £770,136 
*1 assumes financial contribution of £367,500 
*2 assumes financial contribution of £413,438 
*3 assumes financial contribution of £459,375 
 

3.12.10 The results of the financial contributions appraisals must also be viewed in 
the context of site specifics. What one landowner finds acceptable as a 
payment for their land will be different from another – this may be the case 
particularly on the smallest sites, where we could be discussing garden plots 
etc. In real monetary terms, the residual value of land may reduce to the point 
whereby landowners of small plots do not feel there is sufficient recompense. 
 

3.12.11 As with the on-site route, flexibility needs to be considered, with viability 
related negotiations taking place in the context of the valuation and site 
specific issues as raised in this study. 
 

3.12.12 Notwithstanding the comments above, the comparison in Figure 13 shows the 
large impact the Council’s proposed financial contributions methodology will 
have on development viability when compared to the results where on-site 
affordable housing is provided. RLVs are greatly reduced. This means we are 
seeing here a far greater impact on viability than where the on-site route is 
modelled.  Requiring contributions in the order of 60% of OMV therefore 
requires much greater developer (meaning landowner) subsidy than the on-
site route. PPS3 states that when seeking financial contributions in lieu of on-
site provision, the contribution must be of broadly equivalent value to that 
received through the on-site route. Requiring a financial contribution of 60% of 
OMV does not therefore seem appropriate as it appears to damage viability 
and in our view the Council should consider an alternative calculation. 

 
3.12.13 To reiterate, the financial contributions in lieu route is only intended for use in 

particular exceptional circumstances. It is not a mainstream part of the 
Council’s overall approach.  
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4 CONCLUSIONS  
 

4.1.1 Looking at the area covered by Newcastle-under-Lyme Borough overall, a 
wide range of property values are seen with higher values often seen in the 
areas outside of the Newcastle-under-Lyme and Kidsgrove urban areas. With 
regard to new build values, these show more consistency across the Borough 
than the variations in the overall market (all properties – resale dominated) 
suggest. Often when higher values are seen, the property floor areas are 
larger too, and that relationship needs to be borne in mind.  
 

4.1.2 Since the value levels are a key driver for site viability, it can be seen that the 
range of viability results generated while looking at sensitivity to values is 
large. The property value levels support a range of residual land values and, 
therefore, give a mixed picture of development viability. It is not possible to 
state that one area or settlement is consistently higher or lower than another 
(in terms of sales and thus residual land values). It is, therefore, also not 
possible to recommend variations to policy in terms of proportions of 
affordable housing sought with reference to specific settlements or differing 
areas across the Borough without arriving at policy positions that are either 
over-complex or arbitrary in some way. Again though, there is a general trend 
of results indicating stronger values in settlements outside of the main built up 
areas. Looking at rural area sites, while there will still be high land value 
expectations (for example where existing residential or garden land is being 
redeveloped), there will often be less likelihood of a high value competing or 
existing commercial use. Some rural sites will have existing agricultural use 
value only, although for a mixed tenure (market and affordable) scheme that 
would normally assume a site allocation process.  

 
4.1.3 Whilst potentially very complex policy involving a range of different affordable 

housing targets could evolve from this scenario, we do not feel that it would 
be possible to adequately define distinct value areas to link such an 
approach, given the blurring of value patterns which occurs. We have 
considered that to be appropriate in only limited instances elsewhere. We do 
not think it would be appropriate to seek to overcomplicate policy in that way 
here. The exception (as discussed later) is to policy threshold variations 
between the rural and urban areas – driven by site supply patterns and the 
need to provide for rural areas. 

 
4.1.4 Therefore we will go on to develop recommendations which link instead to the 

overview that the range of values seen fits a simpler/blanket approach to 
affordable housing policy proportion targets.  Attempting to vary affordable 
housing proportions in response to particular local value levels here could 
also prejudice affordable housing outcomes on specific sites or schemes 
where values exceeded the typical level for that location. In addition, more 
complex/area distinctive policy usually requires more resourcing as well as 
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more involved monitoring and updating, and more complex additional 
guidance through SPD.  

 
4.1.5 Our research suggested that typical new build values in the Borough currently 

fall in the range £2,000 to £2,500/sq m (the price expressed in a per square 
metre rate). So the key part of the values overview is that typical (most 
commonly seen) new build values are generally in the range of our Value 
Points 2 to 4. 
 

4.1.6 This is a dynamic picture – and more so at present than at any recent point in 
time. Values will sometimes fall outside this range, and given the current 
weak and uncertain state of the market, the Council will need to monitor value 
levels particularly with regard to the frequency of lower end values occurring 
(below Value Point 2 levels). The very low level of activity within the housing 
market is the primary current concern, and it may be that it leads to further 
downward pressure on property prices (which in our experience was less 
marked and not quite so universal locally at the time of our research – 
compared with the situation being reported in many other areas).              

 
4.1.7 As per our Value Points approach and reiterated above, the most important 

theme to recognise is that a range of values is seen, ultimately dependent on 
site-specific factors. Value patterns are blurred.  
 

4.1.8 Apart from a general position that many rural locations tend to see higher 
values, it appears that the main differences occur through desirability within 
the settlements or areas, rather than between. As normal there are street by 
street variations. These may be influenced by factors such as local schooling 
and other facilities or amenities. When looking at the overall market, prices 
are also affected by the local housing stock make up and profile of recent 
sales or currently marketed property in each area. 

 
4.1.9 Our research informed our judgements on the range of value levels used to 

drive our appraisals. It showed these to be a reasonable at the time of fixing 
them, and a reflection of the tone of the information we gathered. Higher 
values (above the typical range) are normally associated with premium 
housing products. Full details of Adams Integra’s property values research 
are found at Appendix VII. 
 

4.1.10 A single overall affordable housing proportion policy position based on site 
size only (not geography or value) is therefore most likely to be appropriate in 
viability terms. That would lead to the most clarity and simplest guide to 
inform landowners’ and developers’ expectations.  

 
4.1.11 There will always be certain cases where abnormal site costs, particular 

overall planning obligations burdens, existing/alternative use value issues (or 
a combination of these) mean that affordable housing targets cannot be met. 
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Those issues are relevant in any area and we advise all local authority clients 
accordingly. 
 

4.1.12 At the time of preparing this study, Adams Integra has also had to 
acknowledge the weak and uncertain market conditions which are apparent in 
the late summer/early autumn period of 2008.  

 
4.1.13 In sections 2.2 and at 3.2 we discussed the type of market features being 

seen. There are difficulties in fully reflecting the potential range of site-specific 
level reactions to such market conditions in an overview study. We consider 
that a local authority’s most realistic reaction to this will be through 
monitoring, review and contingency plans, together with operating a practical 
and flexible view shorter term to help secure all round housing delivery as far 
as possible.  

 
4.1.14 It is unlikely to be practical to seek to vary targets in response to uncertain 

market conditions which are evolving, the longevity or degree of which cannot 
be predicted. In the short term an open and practical approach to housing 
enabling, based on a negotiated approach (related to clear targets) will be the 
key aspect that underpins continued local delivery to an optimal degree in the 
challenging conditions. Ambitious joint working between Developers, 
landowners, RSLs and others will be required.  

 
4.1.15 An alternative approach which attempted to regularly follow market 

movements through policy adjustments could in theory mean frequent target 
adjustments, which would not serve to provide the crucial level of guidance 
and clarity that developers and landowners need when first considering 
opportunities in relation to the Council’s strategic approach.  

 
4.1.16 So it will be vital for the Council to consider this range of factors whilst 

continuing to apply a practical, negotiated approach to scheme progression – 
potentially as influenced by appropriate viability information presented to 
them. We consider it much more realistic to seek to react to current and future 
short term market features through that mode than to expect to almost 
continually review such information and indeed the wider evidence base. 
Periodic reviews are more likely to be realistic, economic and useful in our 
view; possibly in conjunction with other planning obligation reviews being 
considered or in response to delivery experiences over a sufficient period.  
 

4.1.17 The greatest reductions in residual land values are seen where affordable 
housing is required for the first time (e.g. on sites of fewer than 15 dwellings. 
In terms of considering on-site affordable housing provision, notional 
schemes of 15 or more dwellings were modelled at 20%, 25% and 30% 
proportions. Given the Council’s currently applied target of 20% it would not 
be logical to consider, or therefore model, a lower target proportion on such 
sites (nor would the worsening needs scenario justify that thinking). However, 
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a 20% proportion was also appraised on sites of 5 and 10 dwellings 
(representing sites below the current 15 thresholds which do not contribute at 
present but potentially reflect the Council’s thinking on sites in rural areas).  

 
4.1.18 The impact of increasing affordable housing proportions from the current 0% 

requirement below the currently applied threshold is significant. The degree of 
impact is then dependent on the range of assumptions applied. Market sales 
values for the private housing element (expressed as a range of value points 
in this study) drive the scheme and its viability is heavily dependent on those. 
Other key assumptions include developer’s profit, the developer/landowner 
subsidy and if applicable grant availability, planning obligations 
(infrastructure) cost levels and other assumptions. As values increase, there 
is more scope to bear affordable housing and other costs.  
 

4.1.19 The impact of increasing the affordable housing proportion is less on sites 
above current policy thresholds where there is already a requirement for 
affordable housing current expressed as 20% (assuming all affordable rent) 
or 25% assuming mixed tenure (15% affordable rent plus 10% intermediate).  
 

4.1.20 We will now consider briefly what the study points to in terms of smaller 
notional sites. 

  
4.1.21 As with most of our studies, the findings point towards the potential value of a 

sliding scale approach of some form for smaller first time captured sites, in 
principle. Whilst we consistently find in all such viability overview studies that 
it is not possible to say that smaller or larger sites are more or less viable than 
each other, we point out two key features of smaller sites which in many 
cases have directed us towards recommending a sliding scale approach. 
Firstly, there is the first time impact issue we have discussed. Secondly, the 
values generated by the smallest schemes are likely to be increasingly 
marginal when compared with existing/alternative uses and with owners’ 
aspirations. Usually, the smaller the development scheme, the lower the 
value generated. 

 
4.1.22 However, we have to consider the relevance of such an approach to 

Newcastle-under-Lyme, and whether it would achieve meaningful viability 
benefits in the local circumstances. Compared with a flat introduction of a 
much higher policy target at say 5 units, a sliding scale provides a more 
sensitive outcome in terms of reducing the size of the steps between policy 
positions. This is why when we have been dealing with headline targets at 
35% to 40% affordable housing (or sometimes more) we have recommended 
the implementation of a sliding scale of some form – it avoids the impact of 
going from 0% to such a percentage in one step. It therefore can outweigh the 
fact that it adds to the complexity of policy.  
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4.1.23 In the case of this Borough, we believe the sliding scale principle would be of 
limited or no real merit. It would not provide a benefit that justified making 
policy more complex in our view.  

 
4.1.24 In this connection we have also discussed numbers rounding, particularly in 

respect of the smaller sites. Our viability appraisals and results have 
respected normal rounding convention (i.e. round down from less than 0.5 of 
a unit; round up from 0.5 or more). From a practical point of view, on such 
small sites the calculation derived from a 25% or lower proportion is 
influenced greatly by this factor. Therefore, at a threshold of 5 dwellings, 20 
and 25% proportions effectively mean the same – assuming on-site provision. 
In fact, after an equitable approach to numbers rounding, any proportion from 
10% to 25% effectively means one affordable home provided – again 
assuming on-site provision. With these factors in mind we consider an 
appropriate proportion on sites of 5 or more units in the rural areas to be a 
target of no more than 25%, applied flexibly where viability issues dictate. 
 

4.1.25 Any approach that varied the target proportion would basically mean 
accepting financial contributions in lieu – something which the Council may 
wish to consider in any event on particular occasions where that achieved the 
most suitable result, as part of its overall practical approach.  

 
4.1.26 We acknowledge the potential issues around the practicalities of delivery on 

the very small sites. That may be more of an issue than viability alone. We 
have also mentioned factors to be borne in mind, including scheme 
design/integration of affordable homes with the market housing, sustainable 
management, dealings with RSLs, marketing issues and perceptions, 
isolation of occupiers, etc. Relatively dispersed affordable housing stock can 
also result from an affordable housing requirement on very small sites, which 
may be an issue for RSLs from a management perspective, and this needs to 
be considered. Our local authority and RSL clients and contacts have taken 
varying views on the sustainability of this. 

 
4.1.27 There may be lower risks and reduced planning obligations on smaller sites, 

but conversely, there might not the same opportunities for economies of 
scale. There are a range of factors which could well balance out or alter 
outcomes either way dependent on the circumstances. The outcomes relate 
to site specifics, crucially including value levels. It is simply not possible to say 
that a smaller site will be more or less viable than a larger one. Viability is 
driven principally by value rather than by site size alone.  

 
4.1.28 In terms of larger sites whilst key threshold points are to some extent always 

arbitary (that is the nature of this threshold based system), the Council will no 
doubt have regard both PPS3’s minimum indicative threshold of 15 units as a 
benchmark, and to the tone of targets being set and achieved through DPD 
preparation and Examinations in other local authority areas. 
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4.1.29 Bearing in mind the range of our results and the current Newcastle Borough 

residential market, as well as the national and wider financial climate, we 
consider that an appropriate proportion at a site size of 15 dwellings would be 
a target of no more than 25% affordable housing. 

 
4.1.30 In our view a 25% policy target would be appropriate and a key tool to 

boosting the delivery of the good quality affordable housing (in a variety of 
forms and locations) that is needed. 

 
4.1.31 Where sites are not burdened with abnormal costs, large collective 

infrastructure demands or affected by very high value competing uses, 
generally the 25% should be deliverable in the middle and higher value point 
scenarios (3 to 5) we identify. From our results however, and although the 
local market should be monitored and this type of work kept under review, at 
the current time it would not be possible to advocate a target of more than 
25% affordable housing (without significant public/gap funding) in our view. In 
the future the Council might revisit this. It must also be remembered that there 
is a wider evidence base, including on affordable housing need, which places 
an onus upon the Council to be ambitious in regard to affordable housing – it 
is a top priority. 

 
4.1.32 The increase in affordable housing proportion sought does not represent a 

significant increase and thus does not alter viability greatly from the current 
starting point of 20% affordable housing. That position is set out in the 
Council’s February 2008 “Clarification of Policy on Housing Development”.  

 
4.1.33 Through our previous consultancy work and more recent discussions with 

staff at neighbouring Stoke on Trent City Council, we understand that the 
Council’s approach there has been significant in helping to move delivery 
negotiations and balancing housing markets progress on. The City Council 
requires through recent SPD, as a target for the negotiation base, 25% 
affordable housing.  

 
4.1.34 Given the almost contiguous nature of Stoke on Trent and Newcastle-under-

Lyme (there is clearly a relationship between two on many levels, including on 
Joint Core Strategy working) there may well be significant benefits of broad 
common policy approach for clarity. Furthermore, while Stoke on Trent overall 
values are typically significantly lower than Newcastle levels, the pricing of 
new build schemes across the two areas is generally relatively consistent. In 
carrying out work for Stoke on Trent City Council in the spring of 2008, we 
observed new build values in the City to be generally at around £2,000 / m². 
We recommended that figure be applied in the updating of aspects of the 
City’s SPD.  
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4.1.35 Other local authorities in the area around Newcastle-under-Lyme have similar 
policies either through the Local Plan, interim guidance or emerging LDF 
policies. These include: 

 
• Stoke-on-Trent 
 Same target positions as Newcastle-under-Lyme, under the 
 Joint Core Strategy.  
 
• Staffordshire Moorlands 

  33% on sites of 15 or more dwellings, through 2005 SPG, built from 
  the negotiated principles set out in the Local Plan.  
 

• East Staffordshire 
 Include an appropriate element by negotiation. Stated to have 
achieved 19% of dwelling completions as affordable – latest 
 (December 2007) monitoring information.  

  
• Stafford  

 Dealt with by negotiation through an extension of the saved Local Plan 
policies. 

 
• Crewe and Nantwich 
 Affordable housing target expressed as a maximum of 30%, with 
 variable thresholds: 15; or 5 for settlements with a population of less 
 than 3,000; exceptionally no threshold (sought on every site) where 
 need is proven.   
 

4.1.36 We can see that affordable housing requirements and targets are becoming 
an established policy throughout the area. We feel that the Council’s 
aspirations are in line with the wider picture. The West Midlands - North – 
Strategic Housing Market Assessment identified needs which it suggested 
point towards affordable housing targets falling in a range well in excess of 
the Council’s proposed positions.   
 

4.1.37 The Council’s clear priority housing need is for affordable (social) rented 
accommodation. Depending on location and site viability resulting from a 
review of development and infrastructure costs, the Council will always 
initially seek to optimise the scope for affordable rented housing wherever 
possible. The Council understands, however, that this has to be balanced 
with deliverability and subsidy/funding availability issues, as reflected in the 
Housing Corporation’s no grant starting point. Therefore, the Council’s 
position is likely to be to seek 60% social rented housing, aimed to be a 
reasonable and generally achievable target in our view. A flexible approach 
may be adopted to secure affordable rented accommodation as a priority in 
lower numbers if that becomes necessary and is appropriate on a particular 
site, in line with a “Cascade” type approach as this report mentions. 
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4.1.38 In all cases the proportions would need to be regarded as targets, with the 

relevance of development viability to site specifics acknowledged.    
 
4.1.39 The highest proportions are likely to be viable on sites with low existing use 

value and no significant competing use value (for example Greenfield site 
releases where agricultural values, perhaps with an element of hope value) 
set the starting point for comparison.  

 
4.1.40 From a viability point of view we are not able to support any widely applicable 

target of more than 25% affordable housing. The results for 30% appraisals 
are poor in all but the highest value scenarios considered. A 30% affordable 
housing shows very large reductions in residual land values and as such, a 
target as high as that is unlikely to be workable on sites. Resulting RLVs 
generally would not compare favourably with existing use values except for 
perhaps those related to agricultural or very low level commercial uses.  

 
4.1.41 Subject to considering viability factors once more is known about potentially 

relevant opportunities, however, the Council could consider any scope for 
certain allocated sites to provide optimal affordable housing proportions, 
potentially in excess of the 25% headline but dependent on the usual factors 
of evidencing needs and assessing overall development viability bearing in 
mind planning infrastructure and any abnormal costs (overall costs burdens). 
This might apply only in any significant way to Greenfield release site 
releases, referring to the land value relationships we have mentioned, unless 
special land ownership scenarios existed – such as opportunities to promote 
local authority owned land. The process of seeking enhanced provision might 
fit with the opportunities presented through the planning and consultation 
processes, as well as through the preparation of Guidance (in the form of 
DPDs, SPD, master plans or development briefs), for early engagement with 
landowners and developers as part of establishing delivery expectations. That 
process feeds in to land value expectations and can mean the consideration 
of such sites provides differing opportunities. 

 
4.1.42 This same principle might be considered in terms of the greater likelihood of 

such a site being able to bear a range of cost burdens alongside affordable 
housing being fully delivered to targets; so that the target of 25% plus a range 
of infrastructure or other requirements would be more likely to be delivered on 
/by such a site.  

 
4.1.43 In all cases and results seen, we assume no major abnormal costs. These 

would need to be considered as part of the overall burden on sites and could 
affect viability outcomes. 
 

4.1.44 The Council will need to consider the wider issues of need, site supply and 
the like alongside our viability findings. 
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4.1.45 From our results it is also possible to start to consider the potential trade-off 

which may occur should the Council consider increased planning 
infrastructure burdens (for example should Community Infrastructure Levy 
(CIL) policies be introduced in future, or other burdens be expanded in a 
similar way.  
 

4.1.46 Given current values and market conditions in particular, it is possible that the 
Council may, in some situations, need to consider priority planning 
obligations. Based on current viability tones, this will certainly be the case if 
overall planning obligations costs are to be significantly increased.  
 

4.1.47 The Council will expect developers and landowners to come to the table and 
be prepared to explain and justify why, in any relevant cases, the affordable 
housing targets and/or other planning obligations requirements cannot be met 
given other demands on a scheme. The onus will be on developers to clearly 
and fully demonstrate the issues, with evidence to back up abnormal site 
complexities and the like. The Council sets out guidance on this matter in 
their Developer Contributions SPD12. 
 

4.1.48 It is expected that a methodology similar to one we have used will be 
appropriate for this process, to explore the relationship between development 
costs and values. Again, however, we reiterate that whilst this methodology is 
generally accepted, and the assumptions we have used might guide the 
Council on starting/indicative parameters, there will be no substitute for site-
specific appraisal work of this type. Such work would take into account 
appropriate specific assumptions. 
 

4.1.49 Our key policy recommendations flowing from this work are set out in the next 
Chapter. We will not repeat the wider messages already covered.  
 

                                            
12 Newcastle-under-Lyme Local Development Framework – Developer Contributions Supplementary Planning 
Document (September 2007) 
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5 RECOMMENDATIONS  
 
5.1.1 For the main aspects of policy confirmation and development at this stage – 

affordable housing thresholds and proportions – we propose that the Council 
considers the following recommendations alongside its wider evidence base. 
The points in bold are the key ones to draw out in terms of confirming and 
developing those policy positions and the project brief Adams Integra was 
issued with.  

 
5.1.2 A 25% affordable housing target, applicable on sites of 15 or more 

dwellings in the urban areas.  
 
5.1.3 A 25% affordable housing target applicable on sites of 5 or more 

dwellings in the rural areas, on the basis that is applied alongside a 
practical view on the collection of factors that will influence viability, potentially 
including: 

 
• numbers rounding alongside proportion 
• affordable dwelling(s) type/mix 
• tenure 
• (exceptional) use of financial contributions in lieu where those better 

meet sustainable communities aims 
• combination of above     

 
5.1.4 In all cases the policy positions should be set out as clear targets, to 

help inform land value expectations and form the basis for a continued 
practical, negotiated approach.  

 
5.1.5 A target affordable housing tenure mix of 60% affordable (social) rented; 

40% shared ownership or other suitable intermediate tenure (not to the 
exclusion of other tenure models being considered).  

 
5.1.6 As at 5.1.3, in many cases the Council will need to consider its approach to 

the mathematical subtleties of its selected approach – for example how 
numbers rounding affects it.  

 
5.1.7 Within these parameters the Council will need to consider the most 

appropriate balance between optimising affordable housing delivery and its 
type, together with the continued overall delivery of an appropriate range of 
housing by the market in Newcastle-under-Lyme Borough. This will need to 
be weighed up alongside other information the Council is gathering. The 
process of prioritising will encompass considering the overall “menu” of 
planning obligations applicable to sites in a wider sense too. 
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5.1.8 Delivery experiences from all positions will need to be monitored, regardless 
of where they are pitched. The Council should have contingency plans in 
place for reacting to those experiences.  
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6 WIDER DISCUSSION   
 
6.1.1 The “National indicative minimum” (site size) threshold for affordable housing 

is regarded as 15 dwellings, as set out by the Government’s PPS3 Housing 
(November 2006). The PPS3 goes on to say, however, that local authorities 
can set lower thresholds “where viable and practicable”. The results 
discussed in this study show that a lower threshold could be considered, 
provided that the affordable housing target proportion is not viewed in 
isolation and rigidly. It is one factor to be considered alongside the numbers 
rounding and other points we have put forward.  

 
6.1.2 Where we have mentioned negotiation, that does not necessarily mean an 

overall reduction in affordable housing – it could mean negotiations over grant 
input or changes to the tenure mix to provide an element of cross-subsidy into 
a scheme. Similarly, there may need to be a compromise position achievable 
rather than moving straight to an assumption that leaves a site contributing 
nothing to affordable housing needs, but that allows the affordable housing 
delivery on particular sites to react to changing viability and funding 
circumstances as more certainty is created with scheme progression. 
 

6.1.3 If the policy targets cannot be met, then landowners and developers will need 
to clearly demonstrate why. The final judgement on exactly where this 
element of the policy proposals will settle should, in our view, be based on all 
the factors viewed together, i.e. alongside the viability outcomes. Included in 
these will be the key elements of forecasting of increased affordable housing 
units delivery based on the size and number of sites coming forward (site 
capture), local housing needs and practical thinking on the consequences of 
having small numbers of affordable homes distributed widely across a higher 
number of schemes. There may need to be some testing of any concerns 
over sustainability generally, but also of good RSL management regimes. 
RSLs’ views might be sought, although any testing of their views at this early 
policy consideration stage was beyond the scope of this work. 
 

6.1.4 Crucially, and regardless of detail, the policy should be worded in clear terms. 
It should not be expressed as a minimum level of provision or be capable of 
interpretation in an ambiguous way. New policy proposals should be viewed 
in the context of raising the bar on expectations, with the Council seeking to 
secure significantly improved delivery overall from current levels. This can be 
through a combination of increased proportions or reduced affordable housing 
thresholds. The Council could consider phrasing the requirements in terms of 
“seeks 25% affordable housing”, “requires 25% affordable housing” or “a 
target of 25%” but goes on to cover the negotiated approach in supporting 
text.  
 

6.1.5 It is important that a flexible and negotiated approach to policy application is 
adopted to ensure the continued supply of residential development land, 
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notwithstanding the very high priority that will be given to addressing 
affordable housing need. The policy or supporting text would need to make 
this flexible approach clear. The aim is to provide clear and robust targets for 
guidance to developers and landowners in appraising and bringing forward 
sites. 
 

6.1.6 As part of providing clarity of expectations and to aid the smooth working of 
the approach, the Council will need to be clear about whether any new policy 
positions will be applied to the gross (total, irrespective of any dwellings 
existing prior to the scheme) number or net (i.e. deducting for any such 
dwellings) number of dwellings being provided by a development scheme.   

 
6.1.7 It may be particularly relevant to clarify this in respect of replacement 

dwellings, conversions, etc.  
 

6.1.8 We expect that in site-specific viability discussions, where necessary, the use 
of a toolkit (including but not limited to the Housing Corporation’s “Economic 
Appraisal Tool”, or developer’s own workings) will be encouraged. Developers 
will be encouraged to work closely with their RSL partners, who will 
increasingly be using that type of appraisal work to support their decisions 
and approaches for social housing grant. 
 

6.1.9 Policy should be kept under review in view of key drivers including housing 
needs, site, supply and viability. Our recommendations are considered to be 
sound for the current stage of policy development, but their impact and the 
delivery resulting from them will need to be monitored with a view to future 
direction. The Council will also need to consider monitoring property prices 
regularly and consider updates of the viability picture periodically. This could 
be linked to changes to planning policy, updating work on SPD or at periodic 
intervals. The monitoring of property prices will help the Council to understand 
the property market and how it reacts to changing financial circumstances 
over time. This could be carried out by reviewing Land Registry figures, Home 
Track information, internet estate agents’ websites or a mixture of such 
sources. We find it very useful to speak to estate agents and staff in 
developers’ sales offices.  
 

6.1.10 It will also be important for the Council to detail contingency plans in the event 
of failure to meet affordable housing targets (potentially through short term 
worsening of housing markets). 
 

6.1.11 Issues may arise on those sites which have already changed hands or are 
committed through option or similar arrangements, where figures may simply 
not work when set against the proposed policy requirements.  In the same 
way, there will be some previous planning consents capable of 
implementation.  
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6.1.12 Similarly, a degree of difficulty with increasing planning-led affordable housing 
supply may be experienced during the adjustment process where there will be 
problems whilst developers/landowners get accustomed to the new policies 
and expectations are modified. The modelling in this study has been carried 
out on the assumption that knowledge of policies exists and that the 
landowner/developer information and adjustment process has been 
undertaken. 
 

6.1.13 This type of negotiated approach, as advocated by Government Guidance, 
then needs to be brought to life through appropriate Supplementary Planning 
Documents and/or Development Plan Documents. 
 

6.1.14 The Council intend to consider the use of the cascade principle within their 
Section 106 agreements for affordable housing, as set out as an Appendix to 
the draft Affordable Housing SPD. We understand that the Housing 
Corporation is encouraging this in general terms, and the Corporation could 
be consulted on it as the Council develops its approach to building up the 
detail of its affordable housing approach more generally, or deals with site 
specifics. The general principle will be to seek to optimise affordable housing 
delivery from the available collective resources in any given situation, but 
ensure that delivery is not frustrated by having to dismantle the whole Section 
106 agreement. 
 

6.1.15 Within this overview study it has not been possible to consider in detail the 
viability implications of affordable housing on what could be a wide range of 
potential greenfield release site characteristics, should the regional housing 
numbers scenario dictate consideration of such sites in the future. However, 
one key valuation factor with such sites is likely to be that they have little 
alternative prospect of creating significant development value. It is not 
possible to say whether greenfield sites are any less or more expensive to 
develop than brownfield, as that needs to be viewed on site specifics. 
However, it is likely that greenfield release sites could support, as a target, at 
least the same level of affordable housing as envisaged in the headline 
targets proposed. It is possible that a greater proportion of affordable housing 
could be achieved in some cases, subject to site-specific review and to the 
overall planning obligations (infrastructure) and costs burdens on the 
particular sites. 
 

6.1.16 This study has considered planning-led affordable housing in the context of 
integrated provision within market-led schemes, secured through planning 
obligations usually embodied in a Section 106 agreement. The Council, along 
with its partners, should also continue to consider the wider routes to 
affordable housing provision. Housing Association or contractor/developer-led 
schemes can be successful in significantly bolstering local provision – 
sometimes on lower value, more difficult sites, for example as a part of 
removing non-conforming uses from older residential areas or recycling 
unviable former commercial land. There will always be a balance with 
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retaining sufficient land for employment use, but the various supply sources of 
affordable housing need to be considered and encouraged. The use and role 
of local authority or other publicly owned land might also be very valuable in 
this sense. In addition the role of exception to policy sites and specific 
allocations processes could be considered for rural affordable housing 
provision.  
 

6.1.17 The appraisals for RSL-led schemes can sometimes be boosted by taking a 
reduced view on the return (profit) needed and through risk sharing. Housing 
Associations and others should be encouraged to be proactive in these areas, 
and supported by the Council where possible. 

 
6.1.18 For the purposes of this report the affordable housing does not include any 

“low cost market” or similar dwellings which would not comply with the 
definition of affordable housing in the Government’s relevant guidance, 
Planning Policy Statement 3 (PPS3).  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

End of Main Study 
Appendices follow 

Study period:      September to November 2008 

Adams Integra – November 2008 (Ref: 08720)                                         62 
 



Newcastle-under-Lyme – Affordable Housing Proposals Development Viability Study 

Adams Integra – November 2008 (Ref: 08720)                                         63 
 

Appendices 
 
 
Appendix I  Development Scenarios  
 
Appendix II Residual Land Value Results – Base Appraisals 
 
Appendix IIA Residual Land Value Results – Financial 

Contributions 
 
Appendix III Residual Land Value Results – 20% Developer’s Profit 

(Sample) 
 
Appendix IV Residual Land Value Results – Tenure Mix Variation 

(Sample) 
 
Appendix V Residual Land Value Results – With Grant (Sample) 
 
Appendix VI Residual Land Value Results - £ per Hectare 
  
Appendix VII Property Values Report 
 
Appendix VIII Glossary of Terms 
 
 
 


	Prepared by
	55 West Street
	Chichester
	West Sussex
	PO19 1RU
	Appendices

