

Councillor Claire Vickers
Cabinet Member for Living and Working Communities
Horsham District Council
Park North
Horsham
West Sussex
RH12 1RL	15 March 2015

Dear Councillor Vickers,
Calculating Five Year Housing Supply: why it would be prudent to use the Liverpool method instead of the Sedgefield method.
1.	Horsham District Council (HDC) uses the Sedgefield method of calculation to determine the District’s five-year requirement for new houses, whereby the District’s accumulated shortfall, the ‘ historic undersupply’ in the number of houses built, currently against the target imposed by the South East Plan (SEP), is included in the five-year requirement for new houses going forward. 
1.1.	HDC use this method on the “advice” of the Planning Inspector, Mr Roger Clews at the ‘Former RMC Engineering Works’ Appeal, October 2012 (HDC Authority Monitoring Report (AMR) 2012/13, page x; Appeal Ref:APP/Z3825/A/12/2176793)   . 
1.2.	Previously, the Council had employed the ‘Liverpool’ method whereby the shortfall was spread over the remaining SEP plan period to 2026.
2.	Use of the Sedgefield method has had a significant impact on the Council’s five-year housing land requirement, causing it to be substantially inflated, thereby putting the Council in a much more vulnerable position when fighting Appeals, as stated in AMR 2012/13 (page x).
2.1.	The impact of the Sedgefield method on the five-year requirement is shown in the table below at paragraph 2.3, together with a table showing the lesser impact of the Liverpool method. The format of the two tables conforms to that of the table used in the AMR 2013/14 (page 28: paragraph 4.20). The housing numbers are those given in same.
2.2.	A comparison of the two tables shows that using the Liverpool method reduces the five-year requirement from 5,727 new houses arrived at by using the Sedgefield method to 4,377, which reduces the projected completions-below the five-year requirement from 2,015 to 665 
2.3.	Calculating Horsham District’s five year housing supply requirement, 2014/15 to and including 2018/19:
	SEDGEFIELD method
	
	LIVERPOOL method

	5yr requirement (650pa x 5yrs)
	3250
	
	5yr requirement (650pa x 5yrs)
	 3,250

	‘Historic undersupply’
	 2,314
	
	‘Historic Undersupply’:
2,314 ÷ 12 (yrs to 2026)= 
192.83 x 5 (yrs)= 964.2
	   964

	5% Buffer (5% of 650 x 5)
	  162.5
	
	5% Buffer (5% of (650 x 5))
	   162.5

	5yr Requirement: 3250+2314+162.5
	 5,727
	
	5yr Requirement: 3,250+964+162.5
	4,377

	Projected net completions (5yrs)
	 3,712
	
	Projected net completions (5yrs)
	3,712

	Projected completions above/(below) requirement
	
(2,015)
	
	Projected completions above/(below) requirement
	 
(665)

	Projected completions against 5yr requirement (5727) as a %
	
64.8%
	
	Projected completions against 5yr requirement (4377) as a %
	
84.8%



2.4.	It can be seen that the use of the Sedgefield method in place of the Liverpool method has substantially inflated the five year requirement. 
3.	Moreover, the accrued shortfall/’historic undersupply’ is not the fault of the Council. As is acknowledged by the HDC AMR 2013/14 (paragraph 4.11), the ‘financial crisis and economic downturn’ had ‘an unprecedented influence on house building in the local area, meaning the build-out rates on the two large strategic sites has not come forward as quickly as anticipated’. I
3.1.	I draw your attention, too, to the findings of the Chartered Institute of Housing, which in its ‘Impact of the credit crunch for the South East housing market’ (January 2009), found that the housing market had been significantly effected by the credit crisis with falling house prices, house sales and a severe reduction in house building activity as lenders tighten lending” and that “the credit crunch has had a major impact on demand and supply of housing in the region”. 
3.2.	Unfortunately, Planning Inspectors will make no allowance for the adverse impact of the financial crisis on housing delivery when determining applications at Appeal. 
4.	The Planning Inspector, Mr G Salter, has set a target for the HDPF of 750/800 new houses per year to be achieved over the 20year period of the plan, 2011 to 2031, amounting to 15000/16000 in total. 
5.	It is apparent from Mr Salter’s ‘Initial Findings’ that he has arrived at his target largely by means of questionable presumptions and assumptions, not by the application of any proven mathematical model. The resulting uncertainty is acknowledged by the Inspector in his ‘Initial Findings’ (paragraph 15, opening sentence). 
5.1.	Moreover, at the examination of the HDPF (Hearing 6) in November last year, Mr Salter advised that Government policy did not allow Inspectors when setting targets to take into account the possibility either of further economic downturns or constraints on lending. 
5.2.	His target of 750/800 new houses per year is therefore predicated on the doubtful presumption that mortgage loans will be readily available for house buyers and economic growth unabated through out the plan period to 2031 - as was predicated the target of 650 new houses per year set for Horsham District set by the South East Plan for the plan-period 2006 to 2026, which has proved to be unachievable through no fault of the Council and has enabled developers to obtain approval to build on unallocated sites at Appeal.
5.3.	I note that banks, in compliance with Bank of England rules introduced in October 2014, are reducing the amounts that first-time buyers can borrow and that nationally the number of new homes built/being built in the last three months of 2014 dropped for the first time in two years.
6.	Should Mr Salter’s presumption prove incorrect and house sales fall and developers reduce build rates below that of his substantial target and, depending on the level and duration of reduced build rates, the use of the Sedgefield method would again result in substantially inflated five-year requirements going forward.  
6.1.	Developers would again be in a position to submit applications to build on unallocated sites and go to Appeal should the council refuse them because NPPF paragraph 49 stipulates that ‘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’.
7.	I understand that HDC will have to include the shortfall accrued since 2011 (the start of the new plan period) against the new target of 750 houses per year in the five-year requirement from when the HDPF is approved and adopted. The impact of using the Sedgefield and Liverpool methods is compared at Annex A to this letter below. 
8.	Last year, Rother District Council (RDC) successfully negotiated with the Planning Inspectorate a return to the Liverpool method. 
8.1.	In support of their request RDC cited the High Court judgement in the case of Bloor Homes v Secretary of State for Communities & Local Government [2014] EWHC 754 (Admin) (19Mar14), in which the method employed to calculate the five-year requirement by Hinckley and Bosworth Borough Council (HBBC), which preferred to use the Liverpool method, was an issue. The judge noted that the Liverpool method is not prescribed in the NPPF and that the Inspector was free to come to his own judgement on this matter, which was that it was appropriate for HBBC to use the Liverpool method, in preference to the Sedgefield method.
9.	In conclusion, for the reasons explained above, I ask that Horsham District Council negotiate with the Planning Inspectorate a return to the Liverpool method. I would of course be pleased to discuss this request with you and the Council’s officers.
Yours sincerely,



Dr R F Smith
Trustee CPRE Sussex 
01403 790533
rogerfinch.smith@gmail.com

Annex A: Calculating five-year requirement arising from the new target of 750 new houses per year.

Copy to:
All District Councillors
Chair CPRE Sussex

ANNEX A TO
LETTER TO CLLR VICKERS
DATED 15 MAR 15


Calculating the five-year requirement arising from the HDPF minimum target of                       750 new houses per year

1.	Net completions and ‘historic undersupply accrued 2011/12 to 2013/14:
		
Period
	
HDPF target
	
Net Completions
	
Above/(below)  target

	2011/12
	750
	261
	(489)

	2012/13
	750
	484
	(266)

	2013/14
	750
	826
	           76

	TOTALS
	      2250
	          1571
	(679)


	(Source of net completions: AMR 2013/14, page 26: Figure 1)

2.	Calculating the five-year requirement 2014/15 to and including 2018/19:
	SEDGEFIELD method
	
	LIVERPOOL method

	
5yr requirement (750pa x 5yrs)
	
3750
	
	
5yr requirement (750pa x 5yrs)
	
3750

	
‘Historic undersupply’
	 
679
	
	
‘Historic Undersupply’:679 ÷ 17 (yrs to 2031)= 39.94 x 5 yrs=
	
199.7

	
5% Buffer (5% of (750 x 5))
	
187.5
	
	
5% Buffer (5% of (750 x 5))
	
187.5

	
5yr Requirement: 3750+679+187.5
	
4617
	
	
5yr Requirement: 3,750+199.7+187.5
	
4138

	
Projected net completions (5yrs)
	
3712
	
	
Projected net completions (5yrs)
	
3712

	
Projected completions above/ (below) requirement
	
(905)
	
	
Projected completions above/ (below) requirement
	
(426)

	
Projected net completions against 5yr requirement (4617)as a %
	
80.4%
	
	
Projected net completions against 5yr requirement (4138) as a %
	
89.7%


(Source of projected net completions: AMR 2013/14, page 26: Figure 1)
A comparison of the two tables shows that the Liverpool method reduces the five-year requirement from the 4,617 new houses arrived at by using the Sedgefield method to 4,138 new houses, a reduction of 10.4%.
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