Build to Rent
in Sheffield

Sheffield City Council (SCC) asked the Sheffield Property
Association (S-PA) what the Council could do to help move
forward Build to Rent (BtR) development in Sheffield.
The S-PA have brought together developers and consultants from many disciplines and contractors to give a
broad view of the issues. This note summarises our comments, ideas, and recommendations.

Summary of recommendations
In summary, the following are areas where we believe the Council can positively impact the development of BtR schemes
in Sheffield:
•

Increase SCC’s expertise in the BtR market in order to ensure officers have a full understanding of operational
efficiencies required for viable development. This will also streamline the design process and ensure investors will have
confidence that they can operate effectively in Sheffield

•

Use this knowledge to improve pre-application agreements and valuations

•

Work with the S-PA to improve data collection on rental and demand for BtR accommodation

•

Align policies to remove areas subject to multiple, overlapping constraints

•

Seed, support or enable some key schemes, possibly during a time-limited period, in order to establish market values,
both rental and capital

•

Plan and deliver the social infrastructure and amenities to support the city centre living population

Discussion
BtR is not the same as residential development for market sale. The unit layout, mix, specification and quantum are all
materially different. It costs more per sq ft and costs have been rising above inflation.
In our discussion, examples were shared of projects that are moving forward in locations that would appear to be as
challenging as Sheffield in viability terms, if not more so: Nottingham, Chesterfield and Liverpool. Some of the factors in
this include:
•

Registered Providers (RPs) are delivering schemes of basic quality and taking a long-term view

•

Design and product quality expectations vary

•

Affordable Housing (AH) requirement and application varies

•

Local Authority support can include data-gathering or even rent guarantees

Within Sheffield there has been a recent surge in interest in BtR, but to date very little has moved into construction and
delivery. Successful schemes in Sheffield to date have typically been at the low end of the market, or where land values
and AH contributions have been low. There have not been any pure BtR schemes delivered, though some are now under
construction.

However, there is an increasing momentum behind BtR in terms of proposed schemes that is now approaching that for
purpose built student accommodation. Enabling these schemes to progress will underpin the redevelopment of the city
centre and the implementation of the City Centre Masterplan.
Such developments are typically forward-funded by institutional funds, many of whom have fixed investment criteria
driven by operational efficiencies which affect design, overall costs and, ultimately, viability.
Façade costs are a key factor, and linked to perceptions of quality. SCC has stated publicly that it will support increasing
density and that ‘design quality’ will be a more important factor than height in many locations. This is perceived as a
positive position by the BtR market. Pre-application discussions are essential to remove subjectivity, and to agree what
‘design quality’ means in the context of façade materials and details, as this has such an impact on costs and viability.
Some key schemes are coming forward that are testing the Council’s approach, for example Stokes Tiles and
PLATFORM_ Sheffield. Council policy needs to increase clarity on the implementation and assessment of policies
affecting BtR development.
Members shared examples where they have requested specific support from SCC and received verbal assurances that
have not been followed through in practice. (Note: this is not to say whether the support is appropriate and/or should
be provided, but to note that it is important that there is a consistency of approach between all representatives of SCC
with developers and between developers).
Given the viability challenges, residual land values for BtR use in Sheffield are often significantly lower than existing use
(e.g. car parking), yet high in the context of this viability challenge. Projects become subject to delays as they do not
progress until the viability gap has been closed.
Viability constraints include:
•

An immature rental market in city centre and lack of BtR rental tone evidence

•

Land values

•

AH contributions

•

Community Infrastructure Levy (CIL)

•

Planning policy constraints, for example conservation areas

•

Mismatched expectations on valuations between owners and developers

Land values and open market
rental/ capital values
Land values are affected by multiple issues, such as sites with historically high purchase values relating to pre-2008 values
as well as comparatively low residual BtR land values, causing inertia to development.
Residual land values will improve when the BtR martket matures in Sheffield because it is likely the rental tone for the
product will be higher than current rental values, thereby increasing the overall rent roll to be capitalised and ultimately
Gross Development Value. This improvement in value is a key factor in unlocking further BtR projects.
Valuations need to reflect the realities of BtR products. At present the valuations produced by SCC are often significantly
apart from the developer valuations and this causes problems at planning and can give the impression to elected members
that the development community expects too much from SCC. This is seen as a key issue to address, both through improving SCC awareness of the specifics of BtR and through improving valuations produced by SCC for planning purposes.

Policy
Aspects of policy that impact on viability include:
•

AH boundaries

•

CIL

•

Conservation areas

•

Density and height

•

Design quality expectations

•

Car parking

Correct definition and implementation of all the above is important to developing in Sheffield in a manner that protects
and enhances the built environment, and provides a range of accommodations for society. Yet there are areas of
overlapping constraints, with policy limiting density and height in areas where quality expectations and AH contributions
are high. Whilst this would be expected to translate into reduced land values, recognition that multiple constraints act as a
barrier to prompt sustainable development could be used to align policies in a more balanced manner.
Car parking can be a particular cost-burden to development and physically difficult to deliver on site in tight city centre
sites without impeding design, notably on sites in high density areas where parking would need to be placed in basements
to achieve active frontages on full-plot development. Whilst the Council’s expectations on car parking are already relaxed,
a city-wide approach to current and future car parking requirements could reduce this cost burden and lead to a more
efficient solution. The provision of further city centre car parks is important and will help promote car-free BtR schemes.
It would also be conducive to enabling BtR development to have clarity about AH requirements and CIL discretionary
relief as early in the process as possible, otherwise these items have to be accounted for in development appraisals as
contingent sums and are significant barriers to viable development.

Pre-application process
The pre-app process should be used to crystallise requirements that impact on viability, as development funding
commitments are commonly made prior to the submission of full planning applications. This should include clarity on ‘design
quality’ that impacts façade costs, alongside the multiple policy aspects as above. Planning applications based on misaligned
development appraisals cause delay. It is important for officers to understand the market requirements for BtR schemes
in order to enable constructive dialogue from the outset and give developer confidence they can operate effectively in
Sheffield.

Longer-term constraints and opportunities
Over time development will be influenced by new factors, and Council policy should anticipate and plan for these, for
example:
•

Maintaining demand for city centre living through employment and leisure uses

•

Providing social infrastructure within the city centre such as health and education

•

Using funding such as the Housing Infrastructure Fund (HIF) to support key schemes, or tackle constraints to development

Temporary and specific measures
BtR development may be held back by the lack of data on demand, rentals and therefore valuations. The Council could
consider some temporary and targeted measures to encourage development and create reference data, such as:
•

Temporary exemptions for developments completed within a given timescale

•

Development of bespoke plans for sites blighted by the inertia created by historic over-valuation

•

Priority use of Council assets for BtR development
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