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RIBBLE VALLEY BOROUGH COUNCIL 
REPORT TO  HEALTH & HOUSING COMMITTEE 

 
                                                                                                                                                                   Agenda Item No.    
 
meeting date: 5 JUNE 2014 
title: COMMUTED SUM PROTOCOL 
submitted by: CHIEF EXECUTIVE  
principal author: RACHAEL STOTT – HOUSING STRATEGY OFFICER 
 

1 PURPOSE 
 
 
1.1 To seek Committee approval for the implementation of an Affordable Housing 

Commuted Sum protocol. 
 
1.2 Relevance to the Council’s ambitions and priorities 

 
• Community Objectives – To meet the identified housing needs in the borough. 

 
• Corporate Priorities - To continue to be a well managed and efficient Council. 

 
• Other Considerations – To utilise the opportunity to secure the most appropriate 

contributions from a new development site. 
 
2 BACKGROUND 
 
2.1 Addressing housing needs of the borough continues to be one of the key ambitions 

of the Council.  Therefore, as a priority, a proportion of affordable housing is secured 
on every new development site. The Addressing Housing Needs Document was 
adopted Jan 2012 and sets out the Councils objectives with regard to securing 
affordable units on site. However, because of the amount of development in some 
parishes in the borough, there is a need to consider alternative options other than 
on-site delivery only. 

 
2.2 The situation has prompted discussion at the Strategic Housing Working Group as to 

the use of commuted sums as an alternative.  The group then held a Member’s 
workshop on 30 April to consider the options further. At the workshop, Members 
agreed to compare other borough’s approach to collecting commuted sums and to 
propose a protocol for collection and use of commuted sum monies where 
appropriate.   

 
2.3 Nationally, the amount of money accepted by Councils in lieu of new affordable 

housing on private developments has trebled in the past two years. The total value of 
cash accepted in lieu of affordable housing trebled from £23.4 million in 2009/2010 
to £67 million last year.  The number of local authorities accepting commuted sums 
has doubled from 39 in 2009/2010 and 74 in 2011/2012.  In total £161.5million has 
been accepted in the past four years. 

 
2.4 The main concerns of accepting commuted sums are the implications for mixed 

tenure communities and that commuted sums means less affordable homes built.  
 National Planning Policy Framework states that commuted sums should only be 
considered where they can be robustly justified.  
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2.5 Where it can be robustly justified, off site provision or a financial contribution in lieu 
of on site provision may be accepted. This is referred to as a commuted sum and 
maybe secured through a Section 106 Agreement.  Caution needs to be exercised 
when accepting commuted sums so that the original intent of the policy is delivered 
ie creating mixed and inclusive communities. Authorities should not accept a 
commuted sum or off site provision simply because this is the developer’s 
preference.    

 
2.6 Off site provision may be preferable to a commuted sum because this would deliver 

homes rather than sums of money. In this case, a site should be identified and be 
delivered within an agreed timescale.  On the other hand some authorities have used 
commuted sums to purchase market properties in order to meet housing need, whilst 
still achieving mixed communities.  

 
3 ISSUES 
 
3.1 Various mechanisms for calculating the requirement are used: 
 

• Some authorities ask for house price of a comparable new build unit minus 
the affordable housing grant 

• Others ask for a contribution equivalent to affordable housing grant plus land 
value 

 
  There is no prescribed methodology for calculating the commuted sum but an offset 

contribution or payment in lieu should be broadly equivalent value to the cost of on 
site provision.   

 
3.2 Financial viability appraisal can help to work this out.  Where an appraisal shows that 

the effect of affordable housing on provision would be to reduce residual value by x 
amount, then this sum can be sought from the developer by way of a financial 
contribution.  

 
3.3 Where viability is marginal, provision for ‘claw back’ may be appropriate in which the 

commuted sum is paid back at the end of the development providing that 
development costs were less than expected.  On the other hand, in other cases, it 
may be appropriate to expect the contribution or off site requirement to be delivered 
on completion of a certain number of market units.  

 
3.4 Appendix 1 sets out the method of calculation for Harrogate Borough Council, 

Waverly District Council, Rutland County Council and Eden District Council. 
 
3.5 Harrogate takes the market value of the dwelling of which the sum is due, less the 

equivalent affordable housing transfer value. This has been calculated as £1,050 per 
square metre for flats and £1,100 per square metre for houses.  

 
3.6 Rutland Borough Council use their affordable housing viability study.  There are two 

key components that are needed to be able to calculate the sum. Firstly: 
 

a) the financial resources needed to enable each affordable dwelling to be 
provided; and 

 
b) the proportion of the market dwellings upon which the offer contribution is 

based.  
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3.7 Waverley District Council use the calculation of payment as agreed in the Council’s 
affordable housing viability study.  The study contains tables of indicative payments 
based on various dwelling types and levels of open market values within the 
borough.  The calculation seeks to equate the land value of the affordable plot and 
therefore how much it would cost to go elsewhere and replace the land.  The 
methodology assumes an additional planning application payment also being made.  

 
3.8 Eden Borough Council take a percentage of the open market value of each dwelling 

constructed, less the cost of the valuation undertaken by the owner to ascertain the 
open market value. This is the only the case on small sites where the percentage of 
affordable housing contribution does not round up to a full dwelling.  On larger sites 
they use the same process as Harrogate the difference between market value less 
the equivalent affordable housing transfer value.  

 
3.9 Ribble Valley’s current policy is set out in section 4 below. This is an extract from the 

affordable housing needs policy document adopted January 2012.  
  
4 Commuted Sum – Ribble Valley Approach  
 
 Where commuted sums are accepted, the amount payable per dwelling will be a 

sum equal to the difference between the highest value a partner RSL would be 
willing to purchase at (without grant) and an independent market valuation of the 
dwelling. Exceptionally, for example, where affordable housing will be delivered in a 
more suitable location, the provision maybe transferred to another site in the same 
locality. In such circumstances it must be in addition to any requirement for 
affordable housing generated by that site itself or by providing the affordable housing 
in the same locality.  In both instances the same level and type of affordable housing 
should be provided as that required on the qualifying site although tenure will be 
determined primarily by the site’s location.  The mechanism for transfer of dwellings 
and payments of commuted sums will be secured through a Section 106 Agreement.   

 A commuted sum would be considered where housing needs of a parish had been 
met. When accepted a consultation exercise would be undertaken to agree the most 
appropriate use of the sum. 

 
4.1       In summary the current adopted methodology is the same as Harrogate BC although 

we have not set a price per metre and Eden DC. Below is a worked example of the 
methodology, this is based on information from a current site under construction in 
the borough. 

 
4.2 Example of a current site using the commuted sum calculation proposed: 
 

 Open Market  
Value 

Affordable Housing 
Value 

2 x 2 bed semi detached 170 107 
2 x 3 bed semi detached 200 126 
1 x 2 bed detached  185 120 

Total 925 586 
 
 On this site we would require a contribution of £335,000.  The affordable housing 

offer equates to 63% of the total market value.  
 

4.3 On any site we had agreed a commuted sum would be appropriate we would require 
an open market valuation of 30% of the site to deliver 1/3 as 2-bed bungalow, 1/3 as 
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2-bed property and 1/3 as 3-bed property.  The numbers of each house type would 
depend on the site size and reflect out current house type mix preferences. 

 
4.4 We would then require information from an RP as to the price they would be able to 

offer. The difference between the 2 values would be the amount we would request 
from the site as an affordable housing commuted sum. The wording to be included 
within the Section 106 would be drafted to ensure payment would be at an agreed 
stage in development. 

 
4.5 Any decision to take a commuted sum as part of an affordable housing scheme will 

be taken on a site-by-site basis and the SHWG will consider the proposal and then 
make their recommendation to Planning and Development Committee. 

 
4.6 Grounds to consider a commuted sum 
 

•  Where housing need in the parish has been met through affordable housing 
delivery. 
 

•  Where there is need but for a lesser number of units than will be delivered 
through 30% of the site being affordable and therefore delivery will be part on-
site and part commuted sum. 

 
•  Where there is an identified housing need but the location of the site is not 

suitable for delivery on-site. 
 
5 Proposed protocol for use of any commuted sums collected 
 
5.1 When a commuted sum in lieu of affordable housing is secured by the Council, it will 

be used to contribute towards a broad range of schemes and initiatives linked to 
providing additional affordable housing, which may include but will not be limited to 
the following: 

 
•  Support for a registered provider to develop accommodation to meet the specific 

needs of older people in the borough. 
•  Support for registered providers for both the development and acquisition of 

affordable housing including facilitating any necessary works of improvement or 
repair. 

•  Purchase of affordable units to meet an identified need. 
•  Support for specific initiatives to regenerate the existing housing stock, eg empty 

property grants. 
•  Support for specific schemes which are developed to provide 

permanent/temporary homes to meet an identified need, eg affordable 
accommodation needs single young people. 

•  Purchase of land by the Council to facilitate the provision of affordable housing. 
•  Support the development of community land trusts across the borough. 

 
5.2 Commuted sums that are generated as a result of the Council’s affordable housing 

policy will be used for initiatives that support delivery of affordable housing, in 
particular the priority areas identified above. The use of any commuted sum will be 
referenced within the Section 106 Agreement within which it is provided.   

 
5.3 Commuted sums will be applied by Ribble Valley Borough Council to meet local 

needs in accordance with the housing needs priorities and in line with the priorities 
set out in the Council’s Housing Strategy and any other relevant planning policies 
and guidance.  



5 

 Due to the rural nature of the borough, it can be difficult in Ribble Valley to spend the 
sums within the same immediate local area as they are generated. Consequently, 
the use of the commuted sums will therefore be applied across the borough.  

 
5.4 It is proposed that following endorsement of this protocol, the contributions and their 

utilisation will be monitored quarterly by the Strategic Housing Working Group and 
reported on an annual basis to the Health and Housing Committee.  

 
 It is vital that a flexible approach is taken to the use of commuted sums to take into 

account the change in circumstances and opportunities and this is reflected in the 
broad areas identified for use of commuted sums, albeit that all are related to the 
provision of affordable housing. 

 
5.5 In terms of utilisation of any commuted sums collected, any proposals will require 

approval by the Strategic Housing Working Group and then by the Health and 
Housing Committee.  Monitoring any schemes funded by commuted sums, will be 
the responsibility of the Housing Strategy Officer and reported to the Strategic 
Housing Working group.  

 
6 RISK ASSESSMENT 
 
6.1 The approval of this report may have the following implications 
 

• Resources – the collection of commuted sums will allow more control over the 
type and location of affordable units. 

 
• Technical, Environmental and Legal – there will be staff time implications of the 

collection, monitoring and control of any commuted sums. 
 

• Political – developing affordable housing and the units not being utilised by 
households with a local connection would not be well received and therefore this 
alternative gives the Council more control over what type and where the housing 
is delivered. 

 
• Reputation – important local housing needs is addressed and is steered by need, 

not the developers proposing the units. 
 
•  Equality & Diversity – All housing needs will be considered not just affordable 

needs but needs for specialist housing and older persons needs.  
 

7 RECOMMENDED THAT COMMITTEE 
 
7.1 Approve the grounds to consider requesting a commuted sum as set out at 4.6. 
 
7.2 Approve the protocol for use of commuted sums as set out at 5.1. 
 
7.3 Approve the methodology for collection of any commuted sum be retained as 

approved within the Addressing Housing Needs 2012 policy document as an interim 
policy pending further consultation and review with relevant bodies and that the 
outcome of the consultations be reported back to this Committee at the next 
available meeting.  

 
 
 
RACHAEL STOTT MARSHAL SCOTT 
HOUSING STRATEGY OFFICER CHIEF EXECUTIVE   
 
For further information please ask for Rachael Stott, extension 4567. 
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