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Important note for readers 
 
The Adopted Core Strategy sets out the Council’s policies for affordable housing 
(Policies CS8 – CS11) and more detailed information is given in the Adopted 
Affordable Housing Supplementary Planning Document (SPD) 2012.  
 
These documents should be the first place to look for an overview of affordable 
housing policy in Chiltern District as well as the housing strategy pages on the 
Housing section of the Council’s website 
http://www.chiltern.gov.uk/Housingstrategies
 
Although the clear intention of the Core Strategy and the Affordable Housing SPD is 
to secure provision of affordable housing on site, in exceptional circumstances this 
may not be possible.  
 
Therefore in section 3 of the Affordable Housing SPD information on alternatives to 
on-site provision is given and there is a reference to financial contributions. This is 
the reason why the 11th December 2012 Cabinet report set out a suggested 
approach towards affordable housing in exceptional circumstances on housing sites 
of 5 or more net new dwellings. Cabinet approved the approach and requested that 
additional explanation should be provided in relation to how contributions would be 
calculated. This explanation is provided in section 2 of this document. 
 
This document has been produced in order to summarise the main points in the 11th 
December 2012 Cabinet report. The Cabinet report set out an approach which shows 
how financial contributions in lieu of affordable housing provision on site should be 
calculated and emphasised that this approach was only to be used in exceptional 
circumstances. This would enable those involved in the planning application process 
to be aware of the process of considering whether such contributions would be 
appropriate, and if so, the Council’s starting point in negotiations concerning financial 
contributions in lieu of affordable housing provision on site. 
 
You can see a copy of the suggested approach, which was approved by 
Cabinet, on page 8 of this document (this was included in section C. (ii) of the 
Cabinet report) 
 
There are two sections to this document; 
 
Section 1 – summary of discussions within the main Cabinet report (not the 
appendices) 
 
Section 2 – FAQs (these are taken from the Cabinet report together with a section of 
additional explanation on how the contributions would be calculated and worked 
examples).  
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Section 1 – Summary of main points raised  
 
A. Context  

 
A. i) The Core Strategy background and reasons why the suggested approach is 
being proposed 
1. The Core Strategy for Chiltern District establishes that providing affordable 

housing is one the Council’s priorities. Core Strategy Policy CS8 sets down 
the Affordable Housing Policy, which can be broadly summarised as: 

(i) on sites of 1 to 4 new dwellings (net) the developer will make a financial 
contribution for each new dwelling towards the provision of affordable 
housing elsewhere in Chiltern, and 

(ii) on sites of 5 or more new dwellings (net) the developer shall provide 
affordable housing on site as part of the overall development. 

 
2. Therefore, the presumption of the Council’s Core Strategy is that any 

development with a net gain of 5 or more dwellings will include a proportion of 
affordable housing on-site. However, Policy CS 8 recognises that in some 
cases it will not possible for the developer to provide the requested number of 
affordable homes because the overall development will not be viable. 
Furthermore paragraph 10.4 of the Core Strategy refers to ‘insurmountable 
management or other problems which would compromise viability’. 
In these cases, the following process will apply: 

 
(i) The developer will need to submit detailed evidence to demonstrate 

that the development will not be viable due to the Council’s on-site 
affordable housing requirement. 

 
(ii) The Council’s Affordable Housing SPD (Supplementary Planning 

Document) sets down that the evidence put forward by the developer 
will need to include: 
- evidence that the developer has offered the on-site affordable 

units to RPs (Registered Providers) currently active in the district 
and their responses to that offer, 

- the cost of the units being offered to the RP (including information 
on the reasonableness of this cost), 

- details of the size and standard of the units which have been 
offered to the RP (including confirmation that they meet relevant 
HCA design standards), 

- the types of dwelling that are being proposed and 
- any site-specific circumstances which might be relevant. 
 

(iii) The Council will review the evidence put forward by the developer and 
will decide whether or not it accepts that the development is unviable 
due to the Council’s on-site affordable housing requirement.  

 
(iv) If the Council does not accept the evidence that the development 

is unviable, it will advise the developer that any planning application 
and development should proceed on the basis that the affordable 
housing will be delivered on site. 

 
(v) If the Council accepts the evidence that the development is 

unviable, it will then negotiate with the developer to identify what level 
of affordable housing requirement would make the development 
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viable. This may involve a reduced level of on-site provision and/or an 
in-lieu financial contribution to support the delivery of affordable 
housing elsewhere in Chiltern district. 

 
2. As can be seen in (v) above, there may be exceptional cases in 

developments of 5 or more new dwellings (net) where the Council accepts 
that on-site affordable housing provision is not viable. In this situation, the 
Council may choose to negotiate with the developer to secure an in-lieu 
financial contribution. However, this will only be the case when on-site 
provision is not viable. The developer cannot seek to negotiate an in-
lieu financial contribution unless evidence of non-viability has been 
submitted and the Council has accepted this evidence. 

3. The purpose of this report is to agree the approach that the Council will use 
when negotiating an in-lieu financial contribution in these exceptional 
circumstances. It is proposed that the Council adopts an approach that uses a 
standard sum per sqm (square metre) of the affordable housing that would 
have been provided on site. The remainder of this report sets down the basis 
for this approach.  

4. Financial contributions will be spent on schemes which assist in the provision 
of affordable housing.  

 
 
A. ii). Other financial contributions for Affordable Housing  

5. Within the Affordable Housing SPD there is already an approach established 
towards financial contributions from smaller housing sites (<4 net dwellings). 
This follows on from the Core Strategy requirements in Policy CS8 for a 
financial contribution from small housing sites. This part of Policy CS8 intends 
that the financial contributions will not amount to the cost of providing an 
entire new dwelling. A target figure of £125 per sqm for each net new dwelling 
on small sites is included in the SPD. This is capped to a maximum 
contribution of £25,000 for each net new dwelling.  It is intended that these 
will be regularly reviewed. 

 
6. It needs to be emphasised that the suggested approach for large sites (i.e. 5 

or more dwellings (net)) in this Cabinet report is different from that for small 
sites because the Core Strategy requirements are different. More information 
on this is included in the methodology sections of this Cabinet report (section 
C). However, in summary,  
- for developments of 4 or less net dwellings the policy requirement is 

for a contribution towards affordable housing (i.e. not the full cost of 
provision) whereas  

- for larger sites (where on-site provision is required but cannot be 
provided due to exceptional circumstances) the suggested approach 
is that the Council’s starting point should be recovery of the cost of 
what should have been provided on-site. 

As a result there will be a step change in financial contribution value from the 
small sites requirements to the Council’s starting negotiating point for the 
larger sites.                                        

             
A. iii). The National Planning Policy Framework, viability testing and recent 
Government announcements on economic recovery 

7. Affordable housing features heavily in recent news on planning generally. The 
NPPF requires that planning policies/proposals must be deliverable and this 
advice has been very important in guiding the work leading to the suggested 
approach set out later in this Cabinet report. There is also considerable 
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advice on financial viability and planning produced by RICS and the Harman 
report which was produced in partnership with the LGA1.  It is critical that 
plans and policies create a positive context for sustainable developments and 
that requirements are realistic and take proper account of financial viability.  
Furthermore, although the detail of some of the measures included in recent 
Government announcements concerning growth are not yet known, 
affordable housing requirements within section 106 agreements have 
attracted considerable concern.  The Government statement2 says the 
following about the renegotiation of section 106 agreements ‘We would 
encourage Councils to take the opportunity before legislation comes into 
effect to seek negotiated solutions where possible’. The suggested approach 
set out in this Cabinet report does not refer to existing section 106 
agreements but the emphasis on negotiation, which is an important feature of 
the Government statement, is included because the approach sets out the 
Council’s starting point in negotiations.  Further changes to Government 
policy concerning affordable housing will be closely examined in order to 
check the potential implications for the Council’s suggested approach3.  

 
A. iv) Recent experience with planning applications and appeals relating to viability  

8. Applications and appeals related to affordable housing are closely monitored. 
Since the Affordable Housing SPD was first implemented (from 15th 
November 2011) there have been 11 applications on large housing sites. 

 
• Of these 4 were permitted and 7 refused permission. 

 
• Of those permitted, 2 provide on-site affordable housing.  On the other 2 

applications, the DV agreed with the applicant that on-site provision would 
make the scheme unviable. 

 
• Of those refused permission, 3 did not include on-site affordable housing.  On 

3 sites on-site provision was offered and on 1 there was an extant permission 
granted before the Core Strategy was adopted. 

 
• 7 appeals for ‘large’ housing schemes have been determined where Policy 

CS8 is main issue.   
 

• Of these 6 were dismissed.   In 3 cases the Planning Inspector considered 
that on-site provision would not make the development unviable.  In 1 case it 
was considered it would make it unviable.  In 2 cases no evidence was 
submitted by the appellant to demonstrate that the development would not be 
viable if on-site provision was made. 

 

                                                 
1 Viability Testing Local Plans Advice for Planning Practitioners (June 2012) 
http://www.pas.gov.uk/pas/aio/2426206 and RICS Professional Guidance, England Financial 
Viability in Planning (2012)  
2 Housing and growth statement by Rt Hon Pickles MP6 September 2012 
http://www.communities.gov.uk/statements/newsroom/2211838
 
3 For example the Growth and Infrastructure Bill published 18/10/2012, its section 5 which 
relates to the modification or discharge of affordable housing requirements, whereby the 
critical element is impact on economic viability. 
http://www.publications.parliament.uk/pa/bills/cbill/2012-2013/0075/cbill_2012-
20130075_en_1.htm
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• In the appeal which was allowed the Inspector agreed with the appellant that 
on-site provision would make the development unviable. 

 
• By comparison there has been a significant level of support at appeal on 

‘small’ housing developments (i.e. up to and including 4 dwellings net).  On 
such schemes Policy CS8 requires payment of financial contribution towards 
provision of affordable housing elsewhere in the District. Since the Core 
Strategy came into effect, 13 appeals relating to small housing schemes have 
been determined where payment of a financial contribution was considered 
to be a main issue by Planning Inspectors.    All 13 appeals were 
dismissed.   On 8 of these a financial contribution would not make the 
scheme unviable.   At 3 appeals no evidence was submitted by the appellant 
demonstrating that payment would make the scheme unviable.  On 2 appeals 
the Inspectors considered that payment would make the scheme unviable 
although it should be noted that the Council had already accepted this when 
determining the application. 

 
B. Background 
 
B. i) Evidence Report from Dixon Searle Partnership  

9. The consultants Dixon Searle Partnership (DSP) have prepared a report on 
the level of financial contributions which the Council could consider on large 
housing sites4. DSP carried out other affordable housing viability studies for 
the Core Strategy and the SPD and appeared at the Core Strategy 
Examination hearings to assist with the Council’s evidence on affordable 
housing.  The  report by DSP is attached as Appendix 1.   The brief for the 
report emphasised the importance of proposing a method which could enable 
the financial contributions to be equivalent to the cost of providing affordable 
housing on site (as required by Policy CS8).  

 
B. ii) Testing of the emerging findings of the report from DSP 

10. The District Valuer Service has been involved in the preparation of the 
consultant’s report and he is in general agreement with its findings. The draft 
versions of the report have been discussed with relevant Officers, at 
Management Team meetings and on an informal basis with Council Members 
with responsibility for housing and planning policy and delivery matters. 
Aspects of the report have also been informed by informal discussions with 
local Registered Providers. 

 
C Suggested Approach towards financial contributions in lieu of affordable housing 
provision on large housing sites 
 
C. i)  What are the key aspects of the methodology behind the approach? 

11. The methodology is very different from the financial contributions 
requirements for small housing sites. The purpose of the suggested approach 
is to help the Council to secure a sum as close as possible to the broadly 
equivalent cost of actually providing the affordable housing unit on a site, as 
well as a land value contribution where possible. This land value element 
links back to the local shortage of land for affordable housing and the high 
price of land. Finding sites for new affordable housing is very difficult and so 
the focus should be on on-site provision on large sites unless there are 
exceptional circumstances which indicate otherwise. Fundamentally, and as 

                                                 
4 Chiltern District Council Affordable Housing Financial Contributions (Further review for 
exceptional in-lieu cases) by Dixon Searle Partnership ( 2012)  
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part of this, it is not intended to propose an approach to financial contributions 
which would be cheaper than on site provision. Otherwise the Core Strategy 
policy could be undermined. 

 
12. It is emphasised that the suggested approach sets out the starting point for 

negotiation. It has two parts – the cost of affordable housing provision and 
land value. The cost of provision element is the base figure, the land value 
element would be applied where supported by individual site viability.  

 
13. The key principles of the basis for the methodology are set out below.     

1. Robust - The approach needs to be supported by a robust evidence 
base so as to reduce the potential for challenges.  

2. Reasonable - The level of financial contributions should be 
reasonable and should not block development (as stressed in the 
National Planning Policy Framework and recent Government 
announcements concerning growth and section 106 agreements). 
Care has been taken to emphasise that the level of contribution does 
not unduly restrict new development and that the sum does not have 
an adverse impact upon development viability .  

3. Transparent - Those involved in the development process need to be 
clear as to what the Council’s requirements are if exceptional 
circumstances arise. It is also important to provide a starting point for 
negotiations. 

4. Flexibility - The approach needs to have flexibility to allow it to 
address specific circumstances.  

5. Securing affordable housing - The approach needs to seek to 
maximise reasonable returns to help the Council deliver access to 
affordable housing elsewhere.  

6. Durability - The flexibility within the approach needs to relate to 
changes in circumstances in the longer term. The suggested approach 
is not restricted to current market conditions, but can address longer 
term prospects.  

7. Only to be used in exceptional circumstances - The approach is 
not intended to provide an easy option, the Council will need to be 
satisfied that the circumstances are genuinely exceptional. A 
developer will not simply have the choice of offering an in-lieu 
contribution as an alternative to on-site affordable housing provision. 
The negotiation of an in-lieu payment will only take place if (i) the 
developer has demonstrated that the scheme will be unviable with the 
requested level of on-site affordable housing and (ii) if the Council is 
satisfied that this constitutes exceptional circumstances. Only then will 
the Council apply the suggested approach for determining an 
acceptable financial contribution. 
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C. ii). The suggested approach is as follows
 
The suggested approach for the starting point for negotiations 
concerning financial contributions in lieu of affordable housing on large 
housing sites is; 
 
For proposed new houses, the Council will use a  cost of provision  
figure of £1,400 per sqm 
 
For proposed new flats the Council will use a  cost of provision figure of 
£1,700 per sqm  
 
The above figures are broadly equivalent to the cost of providing an 
affordable unit on site, based on consultant’s findings.  
 
Where a proposed development includes a mix of houses and flats the 
Council will apply the contribution figures for houses and flats in the 
same proportions as that proposed on the site. 
 
In addition the Council will require a land value contribution to be 
negotiated on a case by case basis.  
 
This will be related to the market land value of the site where the 
affordable housing would have been provided but will also take into 
account scheme viability and uplift in value.  
 
This sum will vary according to the circumstances of individual sites 
and will be arrived at on the basis of the information provided in the 
applicant’s financial viability appraisal for a site as verified by the 
Council’s appointed consultants for the independent assessment of 
financial viability appraisals and any other material considerations. 
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C. iii). How would the suggested approach work in practice? 
 
This table shows how the suggested approach could be used if exceptional 
circumstances arise and how the stages within the approach relate to the 
methodology which lies behind the suggested approach. 
 
Stage  Actions needed Related 

methodology 
principles  
 
(see section C.i 
above) 
 

1 If an applicant is trying to argue that exceptional 
circumstances apply the Council needs to determine 
whether the circumstances are genuinely exceptional.  
 
This can be achieved by considering the applicant’s 
justification (including viability assessment) and 
following the advice in the Core Strategy and SPD 
about what could constitute exceptional circumstances. 
 

4 and 7  

2 Only if the Council agrees that there are exceptional 
circumstances, the equivalent cost of provision of the 
affordable housing to be determined (i.e. cost developer 
would have had to pay).  
 
This can be achieved by using the fixed sqm cost for 
houses and / or flats (based on evidence in the report 
by Dixon Searle Partnership) 
 

1.; 3; 4; 5; 6; 7  

3 Determine land value contribution taking account of 
uplift in value 
 
This can be achieved using information from the District 
Valuer and applicant’s viability assessment  
      

1; 2; 4; 5 and 6  

4 Council to establish a financial contribution by 
combining the cost of provision and land value 
contribution as its starting negotiation point 
 

1; 4; 5; 6 and 7  

5 Negotiation of a contribution taking into account 
evidence on Viability 

1; 2 and 4   
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Section 2 – FAQs 
 

14. This section is mostly taken from the Cabinet report but has been amended 
and updated. The first question has been included to provide further 
explanations about the calculation of the contributions. 

 
A. How will the financial contributions be calculated?  
 
Background 
 
There is a need to provide additional text within the approach to provide more clarity 
on how to calculate the floorspace  
 
Rationale  
 
The suggested approach (if used) is about securing an appropriate financial 
contribution that can be used elsewhere (for example to secure dwelling types most 
needed in the District).   
 
The evidence for the suggested approach in the Dixon Searle Partnership report 
refers to the need to secure provision which is broadly equivalent to what would have 
been provided on site (paragraph 1.9).  
 
The floorspace calculation used in the suggested approach needs to be easy to 
calculate and should be based on what is being proposed on the site (to avoid 
theoretical calculations for affordable housing sizes).  It needs to reflect the fact that 
market values for the individual units within a scheme may vary.  
 
Three examples are provided to illustrate how this would work. The floor areas from 
planning applications have been used so that the figures are based on actual cases.  
 
Floor areas taken as based on gross internal area. 
 
Worked Examples  
 
Example 1 - houses 
 
If 11 market houses are proposed, at least three affordable houses would be required 
on site under Policy CS8.  
The total floorspace proposed on the site is 894 sqm.  
The average floorspace per unit is 81 sqm.  
 
So the equivalent amount of floorspace which should be affordable is  
 
3 x 81 sqm = 243 sqm.  
 
So the calculation for the starting point in negotiation would be  
 
243sqm x £1,400 = £340,200 + a land value contribution if supported by the 
Financial Viability Appraisal (FVA).  
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Example 2 - flats 
 
If 14 market flats are proposed, at least four affordable units would be required on 
site under Policy CS8.  
The total floorspace proposed on the site is 770 sqm.  
The average floorspace per unit is 55 sqm.  
 
So the equivalent amount of floorspace which should be affordable is  
 
4 x 55 sqm = 220 sqm.  
 
So the calculation for the starting point in negotiation would be  
 
220sqm x £1,700 = £374,000 + a land value contribution if supported by the 
FVA.  
 
Example 3 – a mix of houses and flats 
 
 
If 59 market dwellings are proposed, at least 40% (24) affordable units would be 
required on site under Policy CS8.  
 
30 of the dwellings are flats, 29 are houses 
 
The total floorspace proposed on the site is 4115 sqm.  
 
The average floorspace per flat is 61 sqm.  
 
The average floorspace per house is 79 sqm. 
 
So the equivalent amount of floorspace which should be affordable is calculated to 
take account of the balance between houses and flats. i.e.  
 
Flats make up 51% of the scheme so they should form 51% of the affordable housing 
requirement – i.e. 12 dwellings  
 
Houses make up 49% of the scheme so they should form 49% of the affordable 
housing requirement – i.e. 12 dwellings  
 
Using the average Floorspace for flats and houses the requirement would be 
 
12  x 61 sqm = 732 sqm (flats).  
 
12  x 79 sqm = 948 sqm (houses) 
 
So the calculation for the starting point in negotiation would be  
 
732sqm x £1,700 + 948 sqm  x £1,400 = £2,571,600 
 
Plus a land value contribution if supported by the FVA. 
 
Note  
If financial calculations result in too high a figure that makes the development 
unviable then the suggested approach allows for flexibility and reduction to secure an 
affordable development.  
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B. Why is the base figure (i.e. cost per square metre) much higher than for small 
sites? 
 
This is because the starting point is that the in-lieu financial contribution should be 
equivalent to the cost of on-site provision. The resulting contribution can be spread 
as a cost across an overall development project (e.g. If a developer is building 10 
houses, then Policy CS8 will require this to include at least 3 affordable dwellings on 
site. If the Council agrees to an in-lieu financial contribution instead, then the cost of 
this to the developer will be offset by the developer’s income from the 10 houses that 
are built on site.) 

 
The figures are a starting point for negotiation. In these situations the Council needs 
to have a reasonable estimate of the cost of affordable housing provision and a 
statement on land value so as to give it an opening position in negotiations. As 
shown by the stages which the negotiation process could follow, it is possible that the 
final sums achieved at the end of the negotiations could be lower after taking into 
account site specific viability matters. On the other hand without a justifiable starting 
point it would be difficult for the Council to engage in meaningful negotiation. 
 
C. Will this approach cause developers to reduce the scale of their developments 
and focus on delivering small schemes (4 dwellings or less)? 
 
The approach should not have the effect of causing developers to reduce the size of 
their proposed schemes. Under Policy CS8, the choice facing a developer is to either 
develop a small scheme (4 dwellings or less) and pay a financial contribution or 
develop a large scheme (5 dwellings or more) and deliver affordable housing on site. 
As highlighted earlier, the purpose of the approach is solely to give the Council a 
basis for negotiating an in-lieu payment in exceptional circumstances where a 
developer has proved that on-site affordable housing provision in a large scheme is 
not viable. The figures proposed in the methodology (£1,400 per sqm for houses and 
£1,700 per sqm for flats) are intended to be representative of the costs that the 
developer would have faced in providing the affordable housing on-site. As the 
figures are only a starting point, the Council will have the opportunity to negotiate the 
actual payment downwards or upwards taking account of the site specific issues and 
scheme costs. 
 
In addition footnote (i) of Policy CS8 advises that the Council will makes its own 
assessment of a site’s capacity. This is intended to avoid the underutilisation of sites 
and to avoid schemes being designed to fall below thresholds in the Policy.  
 
It is not intended to propose an approach to financial contributions which would be 
cheaper than on site provision. Without taking this approach to larger sites the 
Council runs the risk of not meeting its affordable housing target.  The table below 
sets out the different thresholds and the basis for them. 
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Affordable housing financial contributions by size of site 
 
Net no. of 
proposed 
market 
dwellings 

How many 
affordable units 
needed on site? 
(Policy CS8) 

Is a financial contribution required ? (Policy 
CS8) 

1 None on site Yes  
(£125 per sqm GIA) Refer to Box 1  of the SPD 
Non-negotiable value but ability to consider 
viability issues. 

2 None on site Yes  
(£125 per sqm GIA) Refer to Box 1 of the SPD 
Non-negotiable value but ability to consider 
viability issues. 

3 None on site Yes  
(£125 per sqm GIA) Refer to Box 1 of the SPD 
Non-negotiable value but ability to consider 
viability issues. 

4 None on site Yes  
(£125 per sqm GIA) Refer to Box 1 of the SPD 
Non-negotiable value but ability to consider 
viability issues. 

5 – 7  At least 1 on site Not required by Policy CS8 
But if exceptional circumstances are proven, 
then the starting point in negotiations for the 
contribution for houses in lieu of on site provision 
would be a cost of provision figure of £1,400 per 
sqm for a house or £1,700 per sqm for a flat plus 
a land value contribution to be negotiated on a 
case by case basis.  
Subject to negotiation to ensure the 
development remains viable. 
 

8 – 9  At least 2 on site As above 
10 – 11 At least 3 on site As above 
12 – 14  At least 4 on site As above 
15 or more  At least 40% of 

the dwellings 
proposed on site 
should be 
affordable 

As above 

 
D. Why is there a different figure for flats? 
 
The approach has a differentiation between the level of financial contributions 
required for houses and flats because there are higher build costs for flats. 
 
E. How will inflation be addressed? 
 
For individual development schemes the level of the financial contribution to be paid 
would need to be set out in a section 106 agreement. The sums to be paid are 
usually linked to an annual measure of changes in prices. For example there is the 
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All In Tender Price Index published by the Building Cost Information Service of the 
Royal Institution of Chartered Surveyors. The purpose of this is to ensure that the 
value of the financial contribution is not eroded by inflation. 
 
F. What will the contributions be used for?  
 
As described in Appendix 2 of the Affordable Housing SPD, and required by Policy 
CS8, financial contributions will be used to assist the provision of affordable housing 
elsewhere in the District. The SPD gives a range of options for the Council to spend 
contributions, for example including spot purchasing of dwellings. Although these 
situations have been uncommon in the District, the Council has previously used a 
financial contribution from a site permitted on appeal to help fund new affordable 
units with the Registered Provider Bromford. The units were provided in a scheme of 
12 flats at Chartridge Lane and were completed in 2006.    
 
Further information on the spending of contributions is provided in the 26th March 
2013 Cabinet report (Item 10).  
  
H. How to measure the floorspace proposed? 
 
Gross Internal Area (GIA) will be used, which is the same as for the SPD.  
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