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5 AFFORDABLE HOUSING NEED

Introduction

5.1 In this section we discuss levels of affordable housing need in the North West Surrey HMA.

Affordable housing need is defined in SHMA guidance as the quantity of housing required for

households who are unable to access suitable housing without financial assistance. These

households will be eligible for affordable housing. Affordable housing is defined in the National

Planning Policy Framework as social rented, affordable rented and intermediate housing

provided to eligible households whose needs are not met by the market.

5.2 Government guidance on Strategic Housing Market Assessments (CLG, 2007) sets out a model

for assessing affordable housing need (known as the Basic Needs Assessment Model). This

model has been retained in the Planning Practice Guidance and is used herein. The analysis is

based on secondary data sources. It draws on a number of sources of information including

2011 Census data, demographic projections, house prices/rents and income information.

5.3 The affordable housing needs model is based largely on housing market conditions (and "

particularly the relationship of housing costs and incomes) at a particular point in time - the time

of the assessment - as well as the existing supply of affordable housing (through relets of

current stock) which can be used to meet affordable housing need. On this basis, estimates of

affordable housing need are provided in this section for the twenty year period between 2013

and 2033.

Assessing Affordability

,. 5.4 Affordability is assessed by comparing household incomes, based on income data modelled

using a number of sources including CACI, ASHE, the English Housing Survey (EHS) and ONS

data, against the cost of suitable market housing (to either buy or rent). Separate tests are

applied for home ownership and private renting and are summarised below:

i. Assessing whether a household can afford home ownership: A household is considered able
to afford to buy a home if it costs 3.5 times the gross household income - CLG guidance
suggests using different measures for households with multiple incomes (2.9x) ar:d those
with a single income (3.5x), however (partly due to data availability) we have only used a 3.5
times multiplier for analysis. This ensures that affordable housing need figures are not over-
estimated - in practical terms it makes little difference to the analysis due to the inclusion of a
rental test (below) which tends to require lower incomes for households to be able to afford
access to market housing;

ii. Assessing whether a household can afford market renting: A household is considered able to
afford market rented housing in cases where the rent payable would constitute no more than
30% of gross income. CLG guidance suggests that 25% of income is a reasonable start point
but suggests that a higher figure could be used. A review of SHMAs carried out across the

t
. f



GL Heam
T:ILDF\Working Partles\35. 1 June 20151Final Draft SHMA (22.0S.1S).docx

Page 82 of 185

Country suggests that 30% has been established as the benchmark figure to be used in such
assessments. Analysis has also been carried out to test the sensitivity of affordable need at
different percentages (from 25% to 40%).

5.5 It should be recognised that a key challenge in assessing affordable housing need using

secondary sources is the lack of information available regarding households' existing savings.

This is a key factor in affecting the ability of young households to purchase housing particularly

in the current market context where a deposit of at least 10% is typically required for the more

attractive mortgage deals. The Govemment's Help-to-Buy scheme provides some assistance,

although there is limited use of this product in the HMA (Runnymede 23 equity loans and

Spelthorne 10 equity loans as of May 2014). However in many cases households who do not

have sufficient savings to purchase have sufficient income to rent housing privately without

support, and thus the impact of deposit issues on the overall assessment of affordable housing

need is limited.

Local Prices & Rents

5.6 An important part of the SHMA is to establish the entry-level costs of housing to buy and rent -
.-,

this data is then used in the assessment of the need for affordable housing. The affordable

housing needs assessment compares prices and rents with the incomes of households to

establish what proportion of households can meet their needs in the market, and what proportion

require support and are thus defined as having an 'affordable housing need.'

5.7 In this section we establish the entry-level costs of housing to both buy and rent across the HMA.

Our approach has been to analyse Land Registry and Valuation Office Agency (VOA) data to

establish lower quartile prices and rents. For the purposes of analysis (and to be consistent with

CLG guidance) we have taken lower quartile prices and rents to reflect the entry-level point into

the market.

5.8 Figure 54 shows estimated lower quartile property prices by dwelling type. The data shows that

entry-level costs to buy are estimated to start from about £152,500 for a flat in Runnymede and

rising to £400,000 for a detached home in the same area. Prices for all types of accommodation

other than flats are higher in Runnymede than Spelthorne. Looking at the lower Q'Jartile price

across all dwelling types the analysis shows a figure of £240,000 in Runnymede and £225,000 in

Spelthorne.
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Figure 54: Lower quartile sales prices by type (Q1 and Q2 - 2014)

1'.1"'L:llllltl -I - - , :I I- I --- -- -..-
Flat £152,500 £175,000
Terraced £250,000 £243,800
Semi-detached £300,000 £280,000
Detached £400,000 £340,000
All dwellings £240,000 £225,000

Source: Land Registry (2014)

5.9 A similar analysis has been carried out for private rents using Valuation Office Agency (VOA)

data. For the rental data information about dwelling sizes is provided (rather than types); the

analysis shows an average lower quartile cost (across all dwelling sizes) of around £825 per

month - there is relatively little difference between the two areas.

Figure 55: Lower Quartile Private Rents (Year to March 2014) .: Per Month

-.lTm1111iTi - -,- .- I -..... .....
Room only £400 £485
Studio £580 £571
1 bedroom £750 £750
2 bedrooms £900 £950
3 bedrooms £1,050 £1,083
4+ bedrooms £1,650 £1,500
All dwellings £825 £823
Source: Valuation Office Agency

5.10 In addition to rental costs from our internet survey we have looked at the maximum amount of

Local Housing Allowance (LHA) payable on different sized properties within the area. Maximum

LHA payments are based on estimates of rents at the 30th percentile and should therefore be

roughly comparable with our estimates of lower quartile costs.

5.11 The geographical areas used to determine LHA are not however co-terminus with local authority

boundaries and so any comparison is not exact. LHA levels are based on Broad Rental Market

Areas (BRMA). The BRMA is an area where a person could reasonably be expected to live

taking into account access to facilities and services for the purposes of health, education,

recreation, personal banking and shopping (as defined by the Rent Office). Runnymede and

Spelthorne fall into two different BRMAs - East Thames and Walton,.with the vast majority of the

area being in the Walton BRMA. This BRMA also extends to the south and east of the HMA and

goes as far as including Leatherhead (in Mole Valley). Given that the bulk of the HMA is within

the Walton BRMA this will be the most useful comparator with details presented in Figure 56.
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5.12 The data suggests similar figures in the LHA rates and our analysis based on VOA data (when

looking at the Walton BRMA). The main difference appears to be with regard to room only LHA

levels, where the maximum amount payable is £364 per month, compared with VOA data

suggesting a figure of £400 in Runnymede and £485 in Spelthorne.

Figure 56: Maximum LHA Payments by Bed-Size and BRMA

. .
2 bedrooms £832 £924
3 bedrooms £1,020 £1,187
4 bedrooms £1,393 £1,594
Source: VOA data (November 2014)

Cost of Affordable Housing

5.13 Traditionally the main type of affordable housing available in an area is social rented housing

and the cost of social rented accommodation by dwelling size can be obtained from Continuous
.II<

Recording (CoRe) - a national information source on social rented lettings. Figure 57 illustrates

the rental cost of lettings of social rented properties by size in 2013/14. As can be seen the costs

are below those for private rented housing indicating a gap between the social rented and

market sectors. This gap increases for larger properties. The figures in the table include service

charges.

Figure 57: Monthly Social Rent Levels

- , , :' ~ - ..- - I0- 0
-"..

1 bedroom - average £402 £434
2 bedrooms - average £470 £515
3+ bedrooms - average £476 £557
Lower quartile (all sizes) £419 £439

Source: CoRe (2014)

5.14 Changes in affordable housing provision has seen the introduction of a new tenure of affordable

housing (Affordable Rented). Affordable rented housing is defined in the NPPF as 'being 'let by

local authorities or private registered providers of social housing to households who are eligible

for social rented housing. Affordable Rent is subject to rent controls that require a rent of no

more than 80% of the local market rent (including service charges, where applicable)'.

5.15 Affordable Rented housing can therefore be considered to be another option for social rented

housing in an area but at a higher rent. The 80% (maximum) rent is to be based on the open

market rental value of the individual property and so it is not possible to say what this will exactly

mean in terms of cost (for example the rent for a two-bedroom flat is likely to be significantly
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different to a two-bedroom detached bungalow). In addition, market rents for new-build homes

are likely to be higher than within the existing stock and may well be in excess of 80% of lower

quartile rents. However, for the purposes of analysis we have assumed that the 80% figure can

be applied to the lower quartile private rented cost data derived from VOA information. Local

authorities who are stocked retained landlords can only change social rents and not affordable

rents as is the case in Runnymede.

Gaps in the Housing Market

5.16 Figure 58 estimates how current prices and rents in Runnymede and Spelthorne might equate to

income levels required to afford such housing. The figures are based on the figures derived in

the analysis above and include four different tenures (buying, private rent, affordable rent and

social rent) and are taken as the lower quartile price/rent across the whole stock of housing

available (i.e. including all property sizes). For illustrative purposes the calculations are based on

3.5 times household income for house purchase and 30% of income to be spent on housing for

rented properties. The figures for house purchase are based on a 100% mortgage for the

purposes of comparing the different types of housing.

Figure 58: Indicative Gross Income required to Purchase/Rent without Additional Subsidy

Runnymede Spellhorne

£80,000 £80,000
£68,600 £70,000 £64,300£70,000

£60,000 £60,000

£50,000 £50,000

£40,000 £33,000 £40,000 £32,900

" £30,000 £26,400 £30,000 £26,300

£16,800 £20,000 £17,600
£20,000

£10,000 £10,000

£0 £0
LowerquartileLowerquartileAffordableLowerquartile Lower Lower Affordable Lower
purchase privaterent rent socialrent quartile quartile rent quartile
price purchase privaterent socialrent

price

Source: Land Registry, VOA and CoRe

Distribution of Incomes

5.17 Following on from our assessment of local prices and rents it is important to understand local

income levels as these (along with the price/rent data) will determine levels of affordability and

also provide an indication of the potential for intermediate housing to meet needs. Data about

total household income has been modelled on the basis of a number of different sources of
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information to provide both an overall average income and the likely distribution of incomes in

each area. The key sources of data include:

• GAGI from Wealth of the Nation 2012 - to provide an overall national average income figure
for benchmarking;

• English Housing Survey (EHS) - to provide information about the distribution of incomes
(taking account of variation by tenure in particular);

• Annual Survey of Hours and Earnings (ASHE) - to assist in looking at how incomes have
changed from 2012 to 2013 (a 0.3% increase per annum was identified from this source for
the South East region); and

• ONS modelled income estimates - to assist in providing more localised income estimates (i.e,
for each of the local authority areas).

5.18 We have used this data to model an income distribution for both authorities and the HMA in 2013.

The data shows that around a quarter (25.4%) of households have an income below £20,000

with a further third in the range of £20,000 to £40,000. The overall average (median) income of

all households in the HMA was estimated to be around £34,200 with a mean income of £45,000.

Figure 59: Distribution of Household Income in Runnymede and Spelthorne

5.19 Figure 60 shows how income levels vary for each of the two local authorities. Incomes were

found to be highest in Runnymede and slightly lower in Spelthorne.
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Figure 60: Income levels by Local Authority

-. lIlllTIf.TI.T:J -. • 1mTiI'i!iil'il
.'.

Runnymede £45,968 £34,963
Spelthorne £44,161 £33,588
HMA £44,983 £34,206

Source: Denved from ASHE, EHS, CACI and ONS data

5.20 To assess affordability we have looked at households' ability to afford either home ownership or

private rented housing (whichever is the cheapest), without financial support. The distribution of

household incomes is then used to estimate the likely proportion of households who are unable

to afford to meet their needs in the private sector without support, on the basis of existing

incomes. This analysis brings together the data on household incomes with the estimated

incomes required to access private sector housing.

5.21 Different affordability tests are applied to different parts of the analysis depending on the group

being studied (e.g. recognising that newly forming households are likely on average to have

lower incomes than existing households). Assumptions about income levels are discussed for

relevant analyses where relevant in the analysis that follows.

Affordable Housing Needs Assessment

5.22 Affordable housing need has been assessed using the Basic Needs Assessment Model, in

accordance with the PPG. This model is summarised in Figure 61.

Figure 61: Overview of the Affordable Housing Needs Assessment Model

Net
Housing
Need

Total Net Current Need
Over plan penod

5.23 The figures presented in this report for affordable housing needs have been based on secondary

data sources including analysis of 2011 Census data. The modelling undertaken provides an

assessment of affordable housing need for a 20-year period (which is then annualised). Each of

the stages of the affordable housing needs model calculation are discussed in more detail below.
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Runnymede 844 33,592 2.5%
Spelthorne 1,105 40,279 2.7%
HMA 1,950 73,871 2.6%

Current Affordable Housing Need

5.24 In line with PPG, the current need for affordable housing has been based on estimating the

number of households living in unsuitable housing along with consideration of their current

tenure and affordability. Unsuitability is based on the number of households shown to be

overcrowded in the 2011 Census (updated to a 2013 base) along with an estimate of other

needs which have been modelled by comparing the tenure profile in each area with information

from previous surveys (including English Housing Survey) about households in need. Much of

these additional needs are found in the private rented sector and relate to issues around security

of tenure and housing costs.

5.25 The analysis suggests some 2,860 overcrowded households (using the bedroom standard)

along with an estimated 1,771 households with other needs. In total it is therefore estimated that

around 4,631 households are currently living in unsuitable accommodation. This represents 6%

of the estimated number of households in the HMA in 2013.

5.26 In taking this estimate forward, the data modelling estimates housing unsuitability by tenure.

From the overall number in unsuitable housing (4,631) households living in affordable housing

are excluded (as these households would release a dwelling on moving and so no net need for

affordable housing will arise). The analysis also excludes all outright owners under the

assumption (which is supported by analysis of survey data) that they will have sufficient equity to

move and 90% of owners with a mortgage. Again analysis of a range of recent surveys indicates

that the vast majority of owners with a mortgage are able to afford housing once savings and

equity are taken into account. A final adjustment (which only really impacts on Runnymede) is to

slightly reduce the unsuitability figures to take account of student-only households - such

households could technically be overcrowded but would be unlikely to be considered as being in

affordable housing need as they choose to live in this manner.

5.27 At the time of the assessment there were an estimated 1,950 households living in unsuitable

housing (excluding current social tenants and the majority of owner-occupiers) - this represents

2.6% of all households in the HMA - this data is shown in the Figure 62.

Figure 62: Estimated Households in Unsuitable Housing

Source: Census (2011) and data modelling
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Runnymede 844 65.1% 549
Spelthorne 1,105 66.9% 739
HMA 1,950 66.1% 1,288

5.28 Our estimated level of current need is therefore 1,950. We can however additionally consider

that a number of these households might be able to afford market housing without the need for

subsidy. For an affordability test we have used the income data and adjusted the distribution to

reflect a lower average income amongst households living in unsuitable housing - for the

purposes of the modelling an income estimate of 69% of the figure for all households has been

used. In the absence of any firm data this is an estimate of the typical level of income of

households living in unsuitable housing (once the various categories have been removed. We

have taken the figure from an amalgamation of data in SHMAs over the past 4/5 years where a

survey has been done.

5.29 Overall, around 66% of households with a current need are estimated to be likely to have

insufficient income to afford market housing and so our estimate of the total current need is

reduced to 1,288 households.

Figure 63: Estimated Current Need

Source: Census (2011), data modelling and income analysis

5.30 CLG Guidance also suggests that the housing register can be used to estimate levels of

affordable housing need. Our experience working across the Country is that housing registers

can be highly variable in the way allocation policies and pointing systems work. This means that

in many areas it is difficult to have confidence that the register is able to define an underlying

need. Many housing registers include households who might not have a need whilst there will be

households in need who do not register (possibly due to being aware that they have little chance

of being housed). For these reasons, the method linked to Census and other modelled data is

preferred.

5.31 As part of a sense check to this data we have also reviewed the waiting list from the Local

Authority Housing Statistics (LAHS) about the number of households in a reasonable preference

category. As of the end of March 2014 there were 703 such households in Runnymede and 709

in Spelthorne (1,412 in total).

5.32 The LAHS data is of the same order of magnitude as our estimate of 1,288 and suggest that our

modelled estimates are likely to be reasonable. The same could also be said of the reasonable
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preference waiting lists. Some of the difference could be attributed to those in actual need but for

example someone perceives little chance of being rehoused and therefore do not register.

5.33 While using either would be correct the impact of using one over the other on overall affordable

housing need over the plan period would be negligible.

Newly-Arising Need

5.34 To estimate newly-arising (projected future) need we have looked at two key groups of

households based on the CLG's SHMA Guidance. These are:

• Newly forming households; and
• Existing households falling into need.

Newly-Forming Households

5.35 For newly-forming households we have estimated (through our demographic modelling) the

number of new households likely to form per annum over the 2013-33 period and then applied

an affordability test. This test considers the changes in households in specific 1O-year age bands

relative to the age band below 10 years previously. This provides an estimate of gross

household formation. This differs from numbers presented in the demographic projections which

are for net household growth. The number of newly-forming households is limited to households

forming who are aged under 45 - this is consistent with the 2007 SHMA Guidance which notes

that after the age of 45, headship (household formation) rates 'plateau'. There may be a small

number of household formations beyond age 45 (e.g. due to relationship breakdown) although

the number is expected to be fairly small when compared with formation of younger households.

5.36 The estimates of gross new household formation have been based on outputs from our core

demographic projection. In looking at the likely affordability of newly-forming households we

have drawn on data from previous surveys. This establishes that the average income of newly-

forming households is around 84% of the figure for all households. This figure is remarkably

consistent across areas (and is also consistent with analysis of English Housing Survey data at a

national level).

5.37 We have therefore adjusted the overall household income data to reflect the lower average

income for newly-forming households. The adjustments have been made by changing the

distribution of income by bands such that the average income level is 84% of the all household

average. In doing this we are able to calculate the proportion of households unable to afford

market housing without any form of subsidy (such as LHAlHB). Our assessment suggests that

~
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Spelthorne 842 57.8% 486

overall around 57% of newly-forming households will be unable to afford market housing and

that a total of 879 new households will have a need on average in each year to 2033.

Figure 64: Estimated Annual Affordable Housing Need from Newly Forming Households

•
Runnymede

HMA 1,545 56.9% 879

Source: Projection Modelling/Income analysis

Existing Households falling into Affordable Housing Need

5.38 The second element of newly arising need is existing households falling into need. To assess

this we have used information from the Continuous Recording system (CoRe). We have looked

at households who have been housed over the past five years - this group will represent the flow

of households onto the Housing Register over a five year period. From this we have discounted

any newly forming households (e.g. those currently living with family) as well as households who "

have transferred from another social rented property. An affordability test has also been applied,

although relatively few households are estimated to have sufficient income to afford market

housing.

5.39 This method for assessing existing households falling into need is consistent with the 2007

SHMA Guidance which states on page 46 that 'Partnerships should estimate the number of

existing households falling into need each year by looking at recent trends. This should include

households who have entered the housing register and been housed within the year as well as

households housed outside of the register (such as priority homeless households applicants)'.

5.40 Following the analysis through suggests a need arising from 227 existing households each year

(100 in Runnymede and 127 in Spelthorne) - this is about 0.3% of all households living in the

HMA (in 2013).

Supply of Affordable Housing

5.41 The future supply of affordable housing relates to the flow of affordable housing arising from the

existing stock that is available to meet future need. It is split between the annual supply of

social/affordable rent relets and the annual supply of relets/sales within the intermediate sector.

5.42 The PPG suggests that the estimate of likely future relets from the social rented stock should be

based on past trend data which can be taken as a prediction for the future. We have used

information from CoRe to establish past patterns of social housing turnover. Our figures include
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general needs and supported lettings but exclude lettings of new properties plus an estimate of

the number of transfers from other social rented homes. These exclusions are made to ensure

that the figures presented reflect relets from the existing stock. Additionally an estimate of the

number of 'temporary' supported lettings have been removed from the figures (the proportion

shown in CoRe as being lettings in direct access hostels or foyer schemes (of which there were

very few in the HMA)).

5.43 On the basis of past trend data it has been estimated that 342 units of social/affordable rented

housing are likely to become available each year moving forward across the HMA, with a slightly

higher proportion of these being in Spelthorne.

Figure 65: Analysis of past sociaUaffordable rented housing supply (per annum - past 3
years)

- -.- I- I - -...
Total lettings 253 393 646
% as non-new build 87.3% 82.5% 84.4%
Lettings in existing stock 221 324 545
% non-transfers 65.2% 61.4% 62.9%
Sub-total 144 199 343
% non-temporary housing 100.0% 99.3% 99.6%
Total lettings to new tenants 144 198 342

Source: CoRe

5.44 The supply figure is for social/affordable rented housing only and whilst the stock of intermediate

housing in Runnymede and Spelthorne is not significant compared to the social/affordable

rented stock it is likely that some housing does become available each year (e.g. re-sales of

shared ownership). For the purposes of this assessment we have estimated the likely size and

turnover in the intermediate stock on the basis of 2011 Census data (and assuming a turnover

half of the rate seen in the social/affordable rented stock). From this it is estimated that around

17 additional properties might become available per annum across the HMA. The total supply of

affordable housing is therefore estimated to be 359 per annum.

Figure 66: Supply of Affordable Housing

Runnymede
Spelthorne
HMA

Source: Derived from CoRe and Census (2011) analysis
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Runnymede 27 393 521 150 371
Spelthorne 37 486 127 650 209 441
Study-area 64 879 227 1,171 359 813
Source: 2011 Census/CoRe/Projection Modelling and affordability analysis

Net Affordable Housing Need

5.45 Figure 67 shows our overall calculation of affordable housing need. This excludes supply arising

from sites with planning consent (the 'development pipeline'). The analysis has been based on

meeting affordable housing need over the 20-year period from 2013 to 2033. Whilst most of the

data in the model are annual figures the current need has been divided by 20 to make an

equivalent annual figure.

5.46 The data shows an overall need for 16,250 affordable housing units over the next 20-years (813

per annum) across the HMA. The net need is calculated as follows:

Net Need = Current Need + Need from Newly-Forming Households + Existing Households
falling into Need - Supply of Affordable Housing

Figure 67: Estimated level of Affordable Housing Need (2013-33)
.. . ~ .....

Current need 64 1,288
Newly forming households 879 17,587
Existing households falling into need 227 4,548
Total Gross Need 1,171 23,423
Supply 359 7,171
Net Need 813 16,252

..Source: Census (2011 )/CoRe/ProJection Modelling and affordabllity analysis (numbers may not
add up due to rounding)

5.47 Figure 68 shows the annualised information for each local authority. The analysis shows a need

for additional affordable housing in both areas with a slightly higher figure being seen in

Spelthorne (441 per annum) than Runnymede (371 per annumj'',

Figure 68: Estimated level of Affordable Housing Need per Annum

9 Numbers may not add up due to rounding.

GL Hearn
T:ILDF\Working Partles\35. 1 June 2015\Final Draft SHMA (22.0S.15).docx

Page 93 of 185

,
. I



Figure 69: Estimated level of Affordable Housing Need (per annum) at Variant Income
Thresholds

5.48 While this estimated level of affordable housing need is robust, the supply to meet this need

does not necessarily need to be from new housing. Supply could come from a number of

supplies including for example bringing vacant homes back in to use or supporting tenants to

rent privately with the assistance of housing benefit.

Sensitivity to Income Thresholds

5.49 Whilst 2007 SHMA Guidance indicates that households might spend up to 25% of their income

on housing costs, it is recognised that what is considered affordable can vary and that local

circumstances may justify an alternative figure. Given the socio-economic profile of the

Runnymede and Spelthorne population, particularly with respect to earnings and the cost of

housing, in practice, many households locally will choose (and be reasonably able) to spend a

greater proportion of their income on housing.

5.50 A 30% threshold has been used in the main modelling for consistency with general practice

nationally. However it is worthwhile considering the implications of alternative thresholds. To

understand the implications of the income threshold, we assessed the impact on assessed ..,

affordable housing need using variant levels of income spent on housing costs. Figure 69

summarises the findings of this sensitivity analysis. In particular, we can see that an assumption

of households spending 40% gross income on housing costs then need falls to 554 households

per annum (down from 813 using a 30% threshold).

~ @J@tp'" ~ ~- .........
Current Need 73 64 57 51
Newly forming households 1,009 879 759 659
Existing households falling into need 238 227 215 202
Total Need 1,320 1,171 1,032 912
Supply 359 359 359 359
Net Need 962 813 673 554
Runnymede 439 371 307 254
Spelthorne 523 441 366 300

Source: 2011 Census/CoRe/Projection Modelling and affordability analysis

Understanding the link between affordable housing need and objectively assessed need

5.51 The analysis above indicates a significant need for affordable housing in the HMA and individual

districts. Using a baseline demographic need (for all tenures) linked to the 2012-based SNPP
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and household projections (a need for 945 dwellings per annum) the analysis is suggesting that

some 86% of the need is for affordable housing (based on a 30% affordability threshold).

However, a direct comparison between these numbers is not considered to be a robust way to

understand the link between affordable need and OAN. This point was very clearly picked up in

the PAS guidance of June 2014 where it is stated (in para 2.12) that 'affordable housing need is

a different kind of number from total need (the OAN), so the two numbers are not directly

comparable'. In understanding the link between affordable need and the OAN there are two

important considerations:

• To understand the extent to which households in need are already living in housing
• To understand the role played by the private rented sector in meeting need

Households already living in affordable housing

5.52 The first issue to consider is to note that a proportion of those included in the model will already

be living in affordable housing (albeit not housing that is suitable for them for some reason (such

as size or cost)). If these households were to move to an affordable home then their current

dwelling would become available for another household and there would be no net need for an ~

additional dwelling.

5.53 This point was picked up in the recent Planning Advisory Service (PAS) Technical advice note

(Objectively Assessed Need and Housing Targets) - June 2014. In Section 7 of this note (para

7.3) it recognises that:

:As defined in the PG, affordable need also includes housing for existing households - including
those that are currently in unsuitable housing and those who will 'fall into need' in the plan period
(i.e. their housing will become unsuitable for them). For the most part the needs of these
households are not for net new dwellings. Except for those who are currently homeless or
'concealed'. If they move into suitable housing they will free an equivalent number of existing
dwellings, to be occupied by people for whom they are more suitable. If the affordable needs of
existing households are included in the OAN, the resulting figure will too large'.

5.54 Looking on this basis at the need for affordable housing we can see that the net need for

affordable homes in the HMA is 520 per annum (879-359). This figure is calculatedJ>y removing

the current need (which in terms of the modelling used are all existing households) and the

projection of need relating to existing households. A figure of 520 represents about 55% of the

assessed need (of 945) from the core demographic analysis.

The role of the private rented sector (PRS)

5.55 As well as considering the types of household in need it is important to examine the extent to

which the PRS (through the Local Housinq Allowance (LHA) system) is meeting the needs of

households in the area. Whilst the role of the PRS is not specifically mentioned in the NPPF or
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PPG is has been recognised through previous SHMA guidance. The 2007 guide states that

"some households in need may choose to live in the private rented sector (possibly with the use

of housing benefit) or housing that would be classified as unsuitable, even though they are

eligible for affordable housing". [p49]. The same page continues by posing a 'research question'

of 'how is the private rented sector used to accommodate housing need?'

5.56 Therefore it is clear that CLG does recognise the role played by the private rented sector and

would expect this to be considered in analysis. Whilst the 2007 Guide has now been replaced by

the PPG, there is no evidence that there has been any change in approach to this topic. Indeed

it is clear that Central Government does see a role for the private rented sector. If it didn't then

there would be no benefit system available for those unable to access the market and local

authorities would not be able to discharge their homelessness duties into the sector. In short, the

private rented sector cannot be ignored as a source of supply as it is an integral part of the

overall operation of a housing market.

5.57 We have therefore used data from the Department of Work and Pensions (DWP) to look at the

number of LHA supported private rented homes. As of November 2014 it is estimated that there ..

were 2,763 benefit claimants in the private rented sector; this is about 10% higher than was

observed five-years earlier (in November 2009).

5.58 What this information does not tell us is how many lettings are made each year to tenants

claiming benefit as this will depend on the turnover of stock. From English Housing Survey we

estimate that the proportion of households within the private sector who are "new lettings" each

year (Le. stripping out the effect of households moving from one private rented property to

another) is around 13%. Applying this to the number of LHA claimants in the private rented

sector gives us an estimate of 359 private sector lettings per annum to new LHA claimants in the

HMA. This figure is derived from claimants rather than households and it is possible that there

are a number of multiple LHA claimant households (i.e. in the HMO sector). Figure 70

summarises key data.

Figure 70: LHA claimants in the private rented sector
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5.59 The overall estimated number of lettings in the LHA part of the PRS can therefore be seen to be

44% of the total net need derived through the affordable housing needs analysis. Furthermore, if

this 'supply' were netted off from the overall affordable need (of 813 per annum) then there

would be a net need for 454 dwellings (48% of the overall need shown through demographic

modelling).

5.60 It should be noted that the PRS can be attractive to landlords as they can get a guaranteed

income from affordable tenants with no void period. In Spelthorne the Borough Council promotes

the use of PRS as an affordable tenure by negotiating rent for affordable tenants with private

landlords. As a result some PRS housing has been let at lower than market rents. Tenancies

are usually agreed for a 12 month period with the Council covering a non-returnable month's rent

at the start of the tenancy.

The link between affordable need and the OAN

5.61 The analysis above has shown that a notable proportion of the affordable need is expected to

arise from households who are already living in accommodation (existing households);

Furthermore, there is a clear current and ongoing role of the private rented sector in meeting .II<

affordable need. When taking these two points together the analysis would suggest that the

affordable need does not provide any evidence of a requirement to increase overall housing

provision in the HMA (over and above the need shown by demographic modelling).

5.62 In coming to such a conclusion we are also mindful of the general logic behind increasing

housing numbers in an area. If one area were to decide to provide more housing than is shown

in the demographic projections then this would be expected to generate a higher level of in-

migration. Such migration would have to come from somewhere else and would therefore drive a

lower need in such locations (which would need to be agreed through the Duty to Cooperate and

would essentially be a 'policy-on' position).

5.63 There may however be a case to consider the affordable housing need alongside the evidence

of market signals and potentially consider a modest uplift to help improve overall affordability for

younger households seeking to enter the housing market for the first time. A modest uplift could.....
be achieved without significant additional uplifts to the population (over and above the trend-

based demographic projections) and would not therefore necessarily have a direct impact on

other areas needing to provide fewer homes.

Need for Different Types of Affordable Housing

5.64 Having studied housing costs, incomes and affordable housing need the next step is to make an

estimate of the proportion of affordable housing need that should be met through provision of

different housing products. We therefore use the income information presented earlier in this
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section to estimate the proportion of households who are likely to be able to afford intermediate

housing and the number for whom only social or affordable rented housing will be affordable.

There are three main types of affordable housing that can be studied in this analysis:

• Intermediate
• Affordable rent
• Social rent

5.65 Whilst the process of separating households into different income bands for analytical purposes

is quite straightforward, this does not necessarily tell us what sort of affordable housing they

might be able to afford or occupy.

5.66 For example a household with an income close to being able to afford market housing might be

able to afford intermediate or affordable rent but may be prevented from accessing certain

intermediate products (such as shared ownership) as they have an insufficient savings to cover

a deposit. Such a household might therefore be allocated to affordable rented or intermediate

rented housing as the most suitable solution. However we would expect that few Registered

Providers would build intermediate rented homes, given that the level of potential occupants for •

affordable rented homes is greater (as it includes households who could claim housing benefit to

supplement their incomes).

."

5.67 The distinction between social and affordable rented housing is also complex. Whilst rents for

affordable rented housing would be expected to be higher than social rents, this does not

necessarily mean that such a product would be reserved for households with a higher income. In

reality, as long as the rent to be paid falls at or below LHA limits then it will be accessible to a

range of households (many of whom will need to claim housing benefit). Local authorities'

tenancy strategies might set policies regarding the types of households which might be allocated

affordable rented homes; and many authorities will seek to avoid where possible households

having to claim higher levels of housing benefit. This however needs to be set against other

factors, including viability and the availability of grant funding. Over the current spending period

to 2015 grant funding is primarily available to support delivery of affordable rented homes. A

significant level of affordable housing delivery is however through developer contributions

(Section 106 Agreements).

5.68 For these reasons it is difficult to exactly pin down what proportion of additional affordable

homes should be provided through different affordable tenure categories. In effect there is a

degree of overlap between different affordable housing tenures, as Figure 71 shows.
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Figure 71: Overlap between Affordable Housing Tenures

Affordable

Social Rent

5.69 Given this overlap, for analytical purposes we have defined the following categories:

• Households who can afford 80% or more of market rent levels;
• Households who afford no more than existing social rent levels (or would require housing

benefit, or an increased level of housing benefit to do so);
• Households which fall in between these parameters, who would potentially be able to afford

more than existing social rent levels but could not afford 80% of market rents.

5.70 The first of these categories would include equity-based intermediate products such as shared

ownership and shared equity homes. The latter two categories are both rented housing and in

reality can be considered together (both likely to be provided by Registered Providers (or the

Council) with some degree of subsidy). Additionally, both affordable rented and social rented

housing is likely to be targeted at the same group of households; many of whom will be claiming

Housing Benefit. For this reason the last two categories are considered together for the

purposes of drawing conclusions.

5.71 We do not have detailed information on households' savings. We have assumed that around

two-thirds of households with an income which would allow them to afford 80% or more of

market rents would represent the potential market for equity-based intermediate products such

as shared ownership and shared equity homes with the remainder needing a rented product.

5.72 Taking the gross numbers for affordable housing need and compar.ing this against the supply

from relets of existing stock, the following net need arises within the different categories. Overall

the analysis suggests around a quarter of housing could be intermediate with the remaining

three-quarters being either social or affordable rented.
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Figure 72: Estimated level of Affordable Housing Need (per annum) by Type of Affordable
Housing

. • il'F.'lr::li loo"'l' . . • .... -nmilm!l
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Runnymede 92 6 86 429 144 285
Spelthorne 110 11 99 540 198 343
Study-area 202 17 185 969 342 628
% of total 23% 77%
Source: Affordable HOUSingNeeds Analysis

5.73 In determining policies for affordable housing provision on individual sites, the analysis in the

table above should be brought together with other local evidence such as from the Housing

Register. Consideration could also be given to areas with high concentrations of social rented

housing where additional intermediate housing might be desirable to improve the housing mix

and to create 'housing pathways'.

Affordable Housing Need - Summary of the Evidence

5.74 An assessment of affordable housing need has been undertaken which is compliant with

Government guidance to identify whether there is a shortfall or surplus of affordable housing in

Runnymede and Spelthorne. This has estimated current housing need of 1,288 households,

excluding existing social housing tenants where they would release a home for another

household in need. The affordable housing needs model then looked at the balance between

needs arising and the supply of affordable housing. An estimated 1,107 households per annum

are expected to fall into affordable housing need and 359 properties to come up for re-let,

5.75 Overall, in the period from 2013 to 2033 a net deficit of 16,250 affordable homes is identified

(813 per annum). There is thus a requirement for new affordable housing in the HMA and the

Councils are justified in seeking to secure additional affordable housing.

5.76 However, the link between the affordable housing need and the overall need for housing (or the

objectively assessed need) is complex. Once we take account of the fact that many of the

households in need are already living in accommodation (existing households) and the role

played by the private rented sector, the analysis does not suggest that there is any strong

evidence of a need to consider additional housing to help meet the need. However some

additional housing could potentially be considered as part of a market signals adjustment to help

improve affordability for younger households. A modest uplift would not be expected to generate

any significant population growth (over and above that shown by demographic projections) such

that consideration of lower housing numbers in other areas would need to be agreed through the

Duty to Cooperate.
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