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1 Introduction

1.1  Study Scope

1.1.1 Peter Brett Associates (PBA) has been asked by Rochford District Council (RDC) to carry out
a high level viability assessment of the suitable and available residential sites that are
identified in Rochford6 Strategic Housing and Employment Land Availability Assessment

(SHELAA).

112 The Council 8s SHELAA wil/ i, by idemtifying thehpetengahsapplg i ng L oc
of housing land in the district over the next 15-20 years, and demonstrating that this supply is
likelytobedel i ver abl e. 't will form a critical part of

with Government policy it is an established aim of the planning system to ensure that enough
land is identified and brought forward for development.

1.1.3 As part of the SHELAA process, the Council have identified potential development sites from
three sources:

A 13 sites with expired planning permissions

A 38 sites for which there are long-standing development expectation but no planning
permissions as yet, including allocated land in local development plan and Council-
owned land and brownfield land with development potential.

A 168 sites submitted to the Council by other parties, including in response to the Call
for Sites or related exercises.

1.1.4 The Council has assessed the suitability and availability of those sites. It has asked PBA to
assess their O0achi devatbsting ofwigbilty. HlEsisandaccordanck with h
the National Planning Policy Framework (NPPF) and based on the method set out in the
National Planning Policy Guidance (NPPG). In this national policy and guidance, the
Government recognises that sites will come forward only if residual land values are high
enough to encourage land owners to sell or develop land. The viability assessment tests
whether this is the case, and therefore it is an essential element of the SHELAA.

1.1.5 This report relates to residential sites only. For employment land uses, the kind of viability
assessment provided in this report is not relevant, for reasons explained in the next chapter.
The Council is using other methods to assess whether employment sites have realistic
prospects of coming forward.

1.2  Study Method

1.2.1  This study uses the PBA Viability Toolkit i which providesa 6 snapshot in timed, r
current market conditions to provide the most robust evidence possible. This method
complies with the Harman Report (June 2012)* on viability testing Local Plans, which supports
the use of Residual Value models for assessing the viability of sites allocated in Local Plans.

1.2.2 Atthe end of this report we draw the implications of the viability assessment, considering how
far the Di s tsupplgdagadty is cdpabietoi coming tbrward over the Plan period.

1 Local Housing Delivery Group Chaired by Sir John Harman (2012) Viability Testing Local Plans
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1.3

13.1

1.3.2

1.4

14.1

1.4.2

Rochford Emerging Local Plan Viability Study

Alongside this report, PBA will be preparing a viability assessment of the emerging Local Plan.
This will estimate the cumulative cost of policies in the emerging Local Plan, based on
transparent and realistic assumptions which are explained in more detail.

Since the same assumptions have informed the SHELAA viability assessments in this report,
when the PBA Local Plan Viability Study report is published, it should be read as a companion
volume in conjunction with this SHELAA Viability Study report.

Disclaimer

Whilst high level viability assessments have been carried out for identified sites, it would be
inappropriate to use these for any commercial valuation purpose, since the viability models
are for strategic purposes, and have been designed as a tool to test policy as opposed to
being formal valuations of planning application sites, normally carried out by the Valuation
Office, Chartered Surveyors and Valuers. Therefore, general assumptions have been made
and these have been detailed in this report.

It should also be noted that as per Professional Standards 1 of the RICS Valuation
Standards i Global and UK Edition?, the advice expressly given in the preparation for,
or during the course of negotiations or possible litigation does not form part of a formal
AfARed Booko valuati on iadugonahsoahlNbd responsibibitg r el
whatsoever is accepted to any third party who may seek to rely on the content of the
report for such purposes.

2 RICS (January 2014) Valuation i Professional Standards, PS1 Compliance with standards and practice
statements where a written valuation is provided
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2 National Policy and Guidance

2.1  The National Planning Policy Framework

Overview

2.1.1 The National Planning Policy Framework (NPPF) does not state that all sites must be viable
now in order to appear in Local Plans. But the first 5 year sites need to be available and
achievable, which is considered through the testing results in Chapter 6 of this report. In
addition, the national framework over the plan period as whole is concerned to ensure that the
bulk of the development proposed in the plan is not rendered unviable by unrealistic policy
costs®. Such policy costs, as set out in the RDC Core Strategy (December 2011) and
Development Management Plan (December 2014) are considered in Chapter 3 of this report.

2.1.2 ltis important to recognise that economic viability will be subject to economic and market
variations over the Local Plan timescale. In a free market, where development is largely
undertaken by the private sector, the Local Planning Authority can seek to provide suitable
sites to meet the demand for sustainable development. It is not within the authority's control
to ensure delivery actually takes place; this will depend on the willingness of a developer to
invest and a landowner to release the land. So, in considering whether a site is deliverable
now or developable in the future, the assumptions underpinning our viability assessment
should be informed by a review of local market conditions

2.1.3 Within these general principles, which apply to all development, the NPPF sets out more
detailed policies relating to deliverability and viability, which vary between housing and
employment uses. We discuss these two land uses in turn below.

Housing

2.1.4 Inrelation to housing development,th e NPPF creates the two concepts
(which applies to residential sites which are expected in years 0-5 of the plan) and
6devel o(hkidhapbliesttoyéar 6 of the plan onwards). The NPPF defines these two
terms as follows:

To be deliverable, Gites should be available now, offer a suitable location for development
now, and be achievable, with a realistic prospect that housing will be delivered on the site
within five years and in particudiar that developm

To be developable, sites expected from year 6 onwards should be able to demonstrate a
@easonable prospect that the site is available and could be viably developed at the point
envisaged®®

2.1.5 The NPPF advises that a more flexible approach may be taken to the sites coming forward
from year 6 onwards. These sites might not be viable now and might instead only become
viable at a future point in time (e.g. when a lease for the land expires or property values
improve). This recognises the impact of economic cycles, variations in values and policy

3 See para 173 notes that plans should be deliverable, but importantly this goes onto state that the plans should
not be subject to such a scale of obligation and policy burdens that their ability to be developed viably is
threatened. This is clearly about ensuring that policy burden does not threaten viability and not necessarily that
the development has to be viable even if there is not a high policy burden. For example, infrastructure
requirements are understood and will not impede delivery (see NPPF para 160).

41bid (para 47, footnote 11) i note this study deals with the viability element only, the assessment of availability,
suitability and achievability is dealt with by the client team as part of the site selection process for the SHELAA
and other site work.

5 Ibid (para 47, footnote 12)
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changes over time. Consequently, some sites might be identified with marginal unviability
however a small change in market conditions over the Plan may make them viable. Such sites
could contribute to the Local Plan housing target in the later period of the Plan.

2.1.6 NPPF paragraph 14 makes very clear that there is a presumption in favour of sustainable
development. This is set out in paragraph 49, which also says that the relevant policies for the
supply of housing should not be considered up to date if the Local Planning Authority cannot
demonstrate a five year supply of deliverable housing sites. The National Planning Practice
Guidance (NPPG) is clear that authorities should have an identified five-year housing supply
at all points during the plan period, and that housing requirement figures in up-to-date adopted
Local Plans should be used as the starting point for calculating the five-year land supply.
However, where the evidence supporting that housing requirement has become outdated, the
latest information provided in the assessment of housing needs should be considered or the
latest household projections used as a starting point; but it is important to recognise that
neither of these will have been tested.®

2.1.7 It will be important for the Council to ensure that all the sites identified in the housing target for
the plan period and the 5-year land requirement are viable as much as possible, to ensure that
the plan is deliverable.

Economic uses

2.1.8 With regard to economic land uses, the NPPF states that Local Planning Authorities:

& should have a clear understanding of business needs within the economic markets

operating in and across their area. To achievet hi s, t hey shoul dé wunder st an:¢
needs and identify and address barriers to investment, including a lack of housing,
infrastructwure or viabilityo

2.1.9 Thisis quite different to housing. In relation to non-residential development local authorities
are expected to have a general understanding of possible obstacles to delivery, including
viability. But they are not under specific requirements to predict the timing of delivery, or
demonstrate that sites are deliverable / developable according to precise criteria or within a
given time frame.

2110 I'n rel ation to employment wuses spawngpoliceal | y, the
should avoid the long term protection of sites allocated for employment use where there is no
reasonable prospectofasitebei ng used f J.rAgainhhss tsalpss demandirg o
test than for housing. It implies that authorities should allocate sites for employment only if
they expect those sites to be viable to develop (or, if already built up, viable to maintain) for
employment uses. But for economic uses, unlike housing, this requirement relates to the plan
period as a whole; there is no requirement that sites be viable now or in the next five years®.

2.1.11 For example, commercial property market works differently to the residential one.
Consequently, the achievability of non-residential sites remains important but this requires a
different method to the viability assessments which often suggest that speculative
development for employment uses is not viable, because the open market value of the
completed development would be below the cost of delivering it. The implication is that the
development would not be worthwhile for an institutional investor. But for an owner-occupied
or pre-let development, the same scheme may well be worthwhile. This may be because the
property is worth more to the business than its open market price, for example because its
location or other features are an especially good match to the requirements of a particular

6 NPPG i 3-030-20140306
“ NPPF para 22.
8 See NPPF para 47
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2.1.12

2.1.13

2.2

221

222

2.3

23.1

2.3.2

business. They cannot be captured in a standard viability appraisal, because they are specific
to individual occupier businesses and individual sites.

The upshot is that many sites may be successfully developed for employment uses when a
standard viability assessment would suggest that they are not viable for such development.
Therefore, a standard viability assessment is not necessarily a helpful tool for predicting which
sites will be successfully delivered in the future. To assess the prospects of individual sites,
authorities use different evidence, comprising both market indicators and qualitative criteria.

In summary, non-residential development, including for employment uses, does not lend itself

to standard viability assessment that is used for housing. There are two reasons for this.

Firstly, the NPPF sets out specific requirements in relation to housing land supply that do not

apply to other land uses. Secondly, non-residential property markets, including employment,

work differently to housing markets. This is why the present report only relates to housing and

does not consider employment sites, which have been considered through a separate

exercise in the Council és Employment Land Study U

National Planning Guidance

National Planning Practice Guidance (NPPG) provides guidance on the method for
undertaking a SHELAA. Within Stage 2 of the method, this includes assessing the viability of
sites.

NPPG identifies economic viability as a key aspect of identifying the achievability of sites, as
set out in the following paragraphs:

& assessing the suitability, availability and achievability of sites, including whether the site is
economically viable will provide the information on which the judgement can be made in the
plan-makingcont ext as t o whether a site can be consider

O0A site is considered achievable for devel opment
particular type of development will be developed on the site at a particular point in time. This

is essentially a judgement about the economic viability of a site, and the capacity of the

devel oper to complete and |l et or sell the develop

Defining Viability: the Harman Report

The cross industry and CLG supported Harman Report'° provides detailed guidance regarding
viability testing and in particular provides practical advice for planning practitioners on
developing viable Local Plans which limits delivery risk. Along with the NPPG, the Harman
Report forms the basis to our approach in this report.

The Harman Report defines viability as:

0An individual devel opment can be said to be viab
including central and local government policy and regulatory costs, and the cost and

availability of development finance, the scheme provides a competitive return to the developer

to ensure that development takes place, and generates a land value sufficient to persuade the

|l and owner to sell the | and for the devel opment p

9NPPG 1 3-018-20140306
10 ocal Housing Delivery Group Chaired by Sir John Harman (2012) Viability Testing Local Plans
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3 Local Policy Impacts on Viability

3.1 Introduction

3.1.1 Inidentifying the implications of local policies on development viability, PBA have reviewed the
planning policies in the RDC Core Strategy (adopted in 2011) and the Development
Management Plan (adopted in 2014), to identify policies that might have a cost implication,
and hence an impact on viability.

3.1.2 All the policies have been assessed to determine whether there is likely to be a cost
implication over and above that required by the market to deliver the defined development. For
those policies where there will be, or could be, a cost implication, PBA have undertaken a
broad assessment of the nature of that cost, including whether the cost is likely to be district-
wide or site specific, whether costs are related to specific timescales or apply for the entire life
of the plan and whether costs are likely to be incurred directly by the developer through on site
or off site development, or via financial contributions made by the developer to other agencies
or developers towards wider schemes within the district.

3.1.3 The Council are intending to introduce a CIL charge based on future testing, which will impact
on viability but since the amount of CIL to be charged is yet to be tested, no account of this is
considered in this report. Also, a review of the emerging Local Plan options that the Council
are currently considering will be carried out as part of the Local Plan testing work that was
mentioned in Chapter 1, but this has not been reflected in this report.

3.2  Review of Local Plan ning Policies

3.2.1 Table 3.1 and Table 3.2 set out the results of our review, analysing policies in the adopted
Core Strategy (CS) and the Development Management Plan (DMP). For each policy, the
tables show if it is expected to impact on the cost of residential development, and if so what
the additional costs are and how they are dealt with in our viability assessment.

3.2.2 The tables do not cover the site specific policies in the CS Policy H1 i Appendix H1 and four
Development Plan Documents, which principally focus on the acceptability of development in
line with the CS, which are considered as part of the screening test to identify the suitable and
available sites. They have therefore not been reviewed here but are will considered and
tested through the companion Local Plan Viability Report.

3.2.3 The tables use a 'traffic light' system. A green colour indicates the assessed policy to have
been assumed as incurring no cost and therefore negating a need to test, amber indicates
either no impact or a slight impact able to be addressed through design with little bearing on
viability, and red means that the policy would have some bearing on the viability of sites and
should be included when assessing the potential residential sites achievability.

Table 3.1 Viability Policy Matrix feothéord Core Strategy Adopted Versiagd{Dec

Core Strategy
policy

Costimpact?  Nature of costs How has this been treated?

Priority to reuse previously developed land,
which has the potential for contamination,
compared to developing greenfield sites.
Redevelopment of Stambridge Mills requires
flood mitigation measures, with viability
implications for this site.

H1 The efficient
use of land for
housing

Included in the testing.

H2 Extensions
to residential
envelopes and
phasing

It is important that the testing
consider these areas as the main
locations for growth and uses
values in these areas.

Sets out the extensions to settlements which
will be the main locations for growth between
2015-2021.
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Core Strategy
policy

H3 Extension to
residential
envelopes post-
2021

H4 Affordable
housing

H5 Dwelling
types

H6 Lifetime
Homes

H7 Gypsy and
Traveller
Accommodation

CP1i CP3
Design and
Historic
Environment
policies

GBli GB2
Green Belt
policies

URV1i URV2i
Natural
Environment
Site policies
ENV171 ENV3T
Natural &
Historic
Environment
policies & Flood
Risk

Cost impact?

Nature of costs

Sets out the extensions to 3 urban areas which
will be the main locations for growth post-2021.

How has this been treated?

It is important that the testing
consider these areas as the main
locations for growth and uses
values in these areas.

35% affordable housing on sites of 15 or more
units

80% social housing; 20% intermediate housing

Included in the viability
assessments.

Proportion (unspecified) of affordable housing
provision will be 3 bed dwellings.

Mix of dwelling types will reflect local need.
Developers need to consult Councils Housing
Strategy team. Housing mix not specific in CS
policy.

Included in the viability
assessments

All new housing developments comply with
Lifetime Homes Standard.

3% new dwellings on sites of 30 dwellings or
more i full wheelchair accessibility standards.
For sites between 10 and 30 dwellings at least
1 dwelling i full wheelchair accessibility
standards.

Included in the viability
assessments and have matched it
to current Building Regs Part M
standards.

The Council will continue to work with the
Environment Agency to manage flood risk
through opportunities to make space for water.

Factored into si-
costs and FRA constraint extra
over costs

ENV4 i
Sustainable
Drainage
Systems

ENV51 ENV71
Environment
policies

ENV81 On-Site
Renewable and
Low Carbon
Energy
Generation

ENV9 i Code
for Sustainable
Homes

ENV10 -
BREEAM

Housing development over 10 units will
incorporate runoff control via SUDS, which
could increase development costs. See Table
3.2 below regarding DM policy relating to
smaller sites and surface water.

Factored into si-
costs and FRA constraint extra
over costs.

Developments of 5 or more dwellings or non-
residential developments of 1000+ sgm should
secure at least 10% of their energy from
decentralised and renewable or low-carbon
sources.

This policy requirement could have
cost implications for any
development of this size. PBA will
include this policy in the viability
assessments.

From 2016 developments will be expected to
meet the zero carbon target, which would have
cost implications for all developments.

This is no longer applicable since
such standards are to be absorbed
into Building Regulations as a
standard build cost so they will not
be an exceptional cost.

Non-residential buildings to meet BREEAM
6Very Goodbod.

This does not affect the delivery of
housing sites so the policy is not
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Core Strategy
policy

Cost impact?

Nature of costs

How has this been treated?

The Eco-EnterpriseCent r e t o me et | considered in this report as noted
rating. in paragraph 2.1.8 onwards.
ENV11i Where contamination is known for specific sites, To be factored into assumptions
Contaminated there will potentially be a cost relating to rel atin t o pé abn
Land remediation of the site. 9
CLT1i Planning Residential and employment development will An allowance for plannin
Obligations and be required to contribute to infrastructure as set obligations base dpon asgt] rates
Standard out in Appendix CLT1 through Standard hasgbeen included P
Charges Charges. '
1.1ha of land within new residential areas of
both Rayleigh and West Rochford (Policy H2) . .
CLT2i Primary for new single-form entry primary schools with Tlhe site at Rayleigh ”_I‘_);]N has
Education, Early early years and childcare facilities. pRs(r:]rTl‘IQ?dpiserglisnSIOcir;ive?efjlteffgr
Years and In addition, new early years and childcare all other sites ar?allowancé for
Childcare facility for any redevelopment in centre of planning obligiations based on past
Faciliies Hockley. o ) rates has been included.
Developer contributions will be sought and
Standard Charges applied as per Policy CLT1
3ha of land within new development Ashingdon
to expand King Edmund School. The site at in East Ashingdon has
CLT3i In addition, new development in East been delivered. For all other sites,
Secondary Ashingdon i incorporate improved access to an allowance for planning
Education King Edmund School obligations based on past rates
Developer contributions via Standard Charges has been included.
for expansion of schools as per Policy CLT1
New residential developments over 50 An allowance for plannin
CLT4 - dwellings and non-residential over 1000 square obligations basedpon as% rates
Healthcare metres i where impact on healthcare facilities, hasgbeen included P
developers required to address negative effects ’
New public open space for new residential An all for planni
CLTS - Open development to meet need. ogliga?ivc\)lﬁg ‘;)Zs(()erdpoingelans? rates
Space Standard Charges may be applied as per Policy has been included
CLT1. '
C il ire faciliti ithi
CLT6 & 81 rec;?dn::]tglage"fggg%;ctl fes within new An allowance for planning
Community : . . obligations based on past rates
Eacilities Standard Charges may be applied as per Policy has been included.
CLT1.
New residential developments will incorporate An all for planni
CLT71i Play play space in line with Play Strategy ot;]IiZa?ivc\)lﬁgct)Zs(;rdpo?]nS;]sgt] rates
Space Standard Charges may be applied as per Policy has been included
CLT1. '
CLT8171 CLT117
Leisure Facilities
& Tourism
TLTT7i T1: Developer contributions will be sought An _aIIo_wance for planning
Highways where necessar obligations based on past rates
policies y has been included.
T81 Parking
Standards
ED17 ED4i
Employment
policies
RTC1i RTC6 i
Retail policies
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Table 2 Viability Policy Matrix foDignvelopment Managerfédant (Det4)(where applicable)

Development
Management
Plan policies

Policy DM1 i
Design of New
Developments

Policy DM2 i
Density of New
Developments

Policy DM3 i
Infilling and
Residential
Intensification

Policy DM4 i
Habitable
Floorspace for
New
Developments

Policy DM5 i
Light Pollution

Policy DM25 i
Trees and
Woodlands

Policy DM28 i
Sustainable
Drainage

Systems (SUDs)

Policy DM30 i
Parking
Standards

Policy DM31 i
Traffic
Management

Cost impact?

Nature of costs

The design of new developments should promote
the character of the locality including surrounding
natural and built environment and residential
amenity, without discouraging originality,
innovation or initiative.

How has this been treated?

Included in the testing.

The density across a site should be a minimum of
30 dwellings per hectare, unless exceptional
circumstances can be satisfactorily demonstrated.

All sites bar two which have been
capped, have been have been
tested at 35 dph. Also, town centre
areas and brownfield land sites can
be delivered at much higher
densities, although this has not been
tested here.

Proposals for infilling, residential intensification or
6backl andd devel opmant
number of design features

No additional cost since this will be
through usual design.

New dwellings (both market and affordable
housing) must adhere to the minimum habitable
floorspace standards set out in Table 3, unless it
can be clearly demonstrated to be unviable or
undeliverable.

The council now apply the national
technical housing standards, which
is considered through the testing.

Applicants should take into consideration the
environmental zone where a development is being
proposed and the corresponding lighting
thresholds

No additional cost since this will be
through usual design.

Development should seek to conserve and
enhance existing trees and woodlands, particularly
Ancient Woodland.

Factored into sit

In cases where there is a perceived risk of
flooding from surface water run-off arising from the
development of 10 residential units or fewer, the
Local Planning Authority will require the
submission of a flood risk assessment to ensure
that any risk of flooding is not increased by
surface water runoff arising from the site. Any
SUDs identified as being needed, will be required
to be incorporated into developments

Factored into sit
and FRA constraint extra over costs

The parking standards will be applied for all new
developments. This applies minimum parking
standards for residential development.

Will be allowed for in current values
and costs.

Any new major developments must include
appropriate traffic management measures to
facilitate the safe and efficient movement of
people and goods

Factored into sit

and S106s.
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4 Local Market Context

4.1 The Wider M arket

4.1.1 This section provides a brief summary of the development context and market conditions in

Rochford district and surrounding authority areas in the South Essex Housing Market Area.

4.1.2 Figure 4.1 compares average sales price and trend between January 2014 and June 2016 in

Rochford and neighbouring authorities, using Land Registry data. The figure indicates that
average values have risen consistently over the two-year period.

Figure 4.Average salesludarendof (new and existinggidentiainits
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Source: Land Registry

4.1.3 Figure 4.2 indicates that over 90% of new properties sold in Rochford since January 2014

have been houses, as opposed to flats. Further still three-quarters of those sold have been

detached houses. This is in stark contrast to many of its neighbours, where smaller units such
as flats and terraced houses have been more popular.
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41.4

4.1.5

Figure 2.Proportion of sales of new residential unitbg type e B4toJ U a & 5 6

m Detached mSemi ®mTerraced mFlat

Southend-on-sea

Castle Point

Basildon

Rochford 75% 8% 9% 8%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%  100%
Source: Land Registry

This preference for larger units is reflected in the latest housing statisticsin RDC6s 201 6
Authority Monitoring Report which shows that all dwellings in 2014/2015 were completed at a
density no greater than 50 dwellings per hectare, with the majority completed at less than 30
dwellings per hectare!?.

Average sales prices are taken for different new property types over the period January 2014
to June 2016, and compared with neighbouring authority areas in Figure 4.3. It can be seen
that the average sales price of all properties are broadly in line with other authorities in this
area.

Figure 8 Salesvaliesofresidentialnitsy district area betwdari4toJ un 6 1 6

£500,000 m Detached m Semi m Terraced m Flat

Rochford Basildon Castle Point Southend-on-sea

£400,000

£300,000

£200,000

£100,000

£0

Source: Land Registry

11 Rochford District Council (2016), Housing Statistics (August 2016)
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4.1.6  Whilst guidance on viability dictates that decisions on costs and values must be made on
current data, it is useful to gain an understanding of likely future residential values. Looking
forward in Figure 4.4, the latest projections of house prices prepared by Savills in their
Residential Property Focus'?, shows that the South East, which includes Rochford, is
expected to grow at the second highest rate of any area in the UK (17%), higher than the UK
average (13%) and London (11%).

Figure 4.4 Projected regional increases in average resale residential values

20.0% -
B 5 year forcasted change in average

secondhand values (2017 to 2022)

15.0% -

@ Annual Forecast change in average

secondhand values (2017)

10.0% -

5.0% -

0.0% +

-5.0% -

X
-]

London
South East
East of England
South West
East Midlandds
West Midlands
North East
Yorks & Humber
North West
Wales
Scotland

Source: Savills World Research (2016), Residential Property Focus 2016 Q4
4.2  Rochford District House Prices
Average sales values

4.2.1 Land Registry data of transactions between January 2014 and June 2016 by wards within the
district for different unit types (detached, semidetached, terraced and flats sales) are shown in
the form of Figuresa.b, d6,4.3dnd 4.81Postcodes with lighter shading refer to
areas where values are lower compared with darker areas where the average is higher. The
results are presented separately for each dwelling type to avoid skewing the data by an over
representation of a particular type.

4.2.2 This exercise is important in regards to Local Plan testing or identifying a scope for CIL as
clearly defined locations where there are significantly different sales values could necessitate a
requirement for different policies or CIL rat e s . Gu i d an €largisgtaathosrties canh a t
set differential rates for different geographical zones provided that those zones are defined by
reference to the economic viability of development within them. %

12 Residential Property Focus 2016 Q4, Savills Research (2016)
13 DCLG (2016) Community Infrastructure Levy Guidance (para 34)
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423

42.4

4.2.5

4.2.6

4.2.7

Looking across each of the heatmaps a number of patterns become noticeable. In particular,
key settlements, such as Rayleigh, Rochford and Hockley demonstrate higher values
compared to locations in the east of the district.

From looking at past values achieved, it is possible to form two broad value areas split east
and west of Rochford district. These two broad value areas can be identified by the following
postcode sectors in the as follows:

A West of Rochford district includes postcode sectors: SS2 5, SS5 4, SS5 5, SS5 6, SS5 8,
SS6 7, SS6 8, SS6 9, SS9 5 & SS11 8; and

A East of Rochford district includes postcode sectors: SS3 0, SS3 9, SS4 1, SS4 2 & SS4 3.
Sales values per square metre

The analysis so far has been based on the average prices achieved for residential units.
Whilst this analysis is useful, it does not consider the size of properties, which will affect the
values. For instance, it would be reasonable to assume that, all things being equal, larger
properties attract higher values than smaller ones. Itis also reasonable to assume that
property sizes are likely to be larger, in general, in rural areas compared to their urban
counterparts. Therefore, to provide a better comparison, it is important to gain an
understanding of sales values per square metre.

By using Land Registry data for recently sold new properties, it is possible to identify the
corresponding floorspace of each property from their Energy Performance Certificate (EPC).
Using both sources, it is possible to ascertain the average achieved per square metre sales
value, as preferred by the development industry in assessing their viability. PBA have
analysed a sample of almost 300 new build transactions and their property sizes in Rochford
district dating back to January 2014, which are shown in Appendix B.

The averages of these new build sales values by square metre for houses and flats has been
separated into the two value areas identified in the previous section, and these averages are
shown in Table 4.1 below. While the sample for houses is robust, that for flats is small i
comprising just 17 flats in the West and 7 flats in the East, of which one is an outlier.
Therefore, the data on flats should be treated with caution.

Table 4.Residentiaveragesalesraluesn Rochfofldl e t we ®4roJ Uma & ® 6

Value area House ‘ Flat

West (£ per sqm) £3,228 £3,320
East (£ per sqgm) £2,693 £2,781
Count of units 270 24

Source: PBA Research using Land Registry data and EPC database
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Viability Assessment: Method and Assumptions

5.1 Viability Assessment Method

5.1.1 The PBA development viability model was used to test the achievability of SHELAA sites
based on their likely development values and costs, based on establishing a residual land
value. This approach takes the difference between development values and costs, including
any policy costs, and compares the 'residual value' (i.e. what is left over after the cost of
building the site is deducted from the potential sales value of the completed site/buildings) with
a benchmark/threshold land value a landowner would accept to bring the site to market for
development).

5.1.2 Thisis a standard approach, which is advocated by the Harman Report!4, as illustrated in the
Figure 5.1. An example of the PBA SHELAA site development viability assessment is
provided in Appendix A.

Figure 5.1 Approach to residual land value assessment

Source: Harman Report (2012)

5.1.3 Since it would be beyond the scope to itemise the characteristics of every site for assessing
viability for the purposes of Local Pl an testing,
national guidance. This approach is based on general assumptions (which have been
detailed in this report), and it takes account of those characteristics of each site that were
collected by the Council through the SHELAA process, along with the value area the site is
located in, as defined in the last chapter (paragraph 4.2.4).

5.1.4 The viability methodology applied is appropriate for whole plan and SHELAA analysis
purposes. But it should not be used to appraise individual development proposals, because it
does not take account of site-specific characteristics that in practice will impact on costs and

14 Local Housing Delivery Group Chaired by Sir John Harman (2012) Viability Testing Local Plans

18



























