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First Homes – Interim Position Statement

1.     Summary

Interim position in Chichester District

1.1.
The interim policy position set out in this report reflects the guidance issued by the MHCLG (now Department for Levelling Up, Housing and Communities – DLuHC).

1.2.
In August 2020 Local Authorities were consulted on the government’s proposals to introduce First Homes as part of the affordable housing tenure on all new housing developments.

1.3.
First Homes are a new Government scheme for affordable home ownership aimed at helping local first-time buyers and key workers onto the property ladder, by offering homes at a discount compared to the market price. This could save each buyer money, making deposits and mortgages more affordable. The discounts will apply to the homes in perpetuity, meaning that generations of new buyers and the local community will continue to benefit every time the property is sold.

1.4.  
On 24 May 2021 a Written Ministerial Statement and changes to the National Planning Practice Guidance were published, setting out further details on the application of First Homes policy and procedures, and confirmed an implementation date of 28 June 2021.

1.5 
 The Written Ministerial Statement requires Local Planning Authorities to make clear how existing policies should be interpreted in the light of First Homes requirements using the most appropriate tool available to them. It is on that basis that this report has been prepared, recommending an interim policy framework for negotiating the delivery of First Homes in Chichester until such time that it can be incorporated into the new Chichester Local Plan.

1.6 
 The Government has clarified that despite the absence of First Homes from the July 2021 National Planning Policy Framework, the Written Ministerial Statement on First Homes does not cease to apply and should be read alongside the NPPF as a statement of national planning policy. 

1.7 
First Homes will be delivered through the planning system in Chichester as set out below until a new Local Plan for Chichester is adopted. This reflects the First Homes Transitional Arrangements (Government policy on First Homes Paragraph: 018 Reference ID: 70-018-20210524) that Local plans and neighbourhood plans submitted for examination before 28 June 2021, or that have reached publication stage by 28 June 2021 and subsequently submitted for examination by 28 December 2021, will not be required to reflect the First Homes policy requirement.

1.8.
First Homes will be secured as part of the planning consultation process with the Local Housing Authority who will assess the requirements for affordable housing. The Government rules on discount will apply until such a time that the council has published evidence to set a local discount, should it wish to do so. 

2.
First Homes - the background

2.1
 At least 25% of affordable homes delivered on each site must be First Homes. Some exemptions apply, including developments that provide solely Build to Rent homes, 100% affordable housing schemes, rural exception sites, developments that provide specialist accommodation for a group with specific needs such as the elderly, and self-build developments.

2.2
Purchasers must be first time buyers.

2.3
The discount must be at least 30% of open market value. Local authorities can set policies that seek discounts of 40% or 50% if they can evidence the need and viability through the Local Plan process.

2.4
The discount and first-time buyer eligibility requirement will be held in perpetuity and secured through legal mechanisms, i.e., when any First Homes are sold to subsequent purchasers the same level of discount and first-time buyer eligibility criteria will apply.

2.5
There will be a price cap for qualifying properties, and the maximum purchase price after the discount will be £250,000.

2.6
Local authorities can apply their own local connection criteria and other criteria such as giving priority to keyworkers.

2.7
Purchasers are eligible to purchase a First Home if they have household income of less than £80,000 (this is the same as the qualifying criteria for shared ownership housing).

2.8
Local connection criteria can only be applied for the first 3 months of marketing, after which a property can be sold to any purchaser from anywhere in England, subject to meeting the criteria around household income, first time buyer eligibility, and with the discount still being held in perpetuity.

2.9
A First Home must be a purchaser’s only home. 

2.10
At least 50% of the discounted value of the property must be financed via a mortgage or other similar form of finance.

2.11
In the event that a First Home cannot be sold to a qualifying purchaser within 6 months of marketing, the property can be sold as an open market home and the seller pays the council a cash contribution in lieu of the 30% discount. This requirement will be secured in the Section 106 agreement.

2.12
House values should be set by developers obtaining valuations from a registered valuer acting in an independent capacity, and any valuations should be in accordance with the Royal Institution of Chartered Surveyors red-book valuation guidance for new-build homes. When the home is resold in future, the seller should secure a valuation in the same way in accordance with RICS’s guidance.

2.13
The Community Infrastructure Levy (CIL) Regulations 2010 (as amended) make provisions for charging authorities to give relief or grant exemptions from the levy. These regulations allow developers of First Homes to obtain an exemption from the requirement to pay CIL.

3.   
Local Connection Criteria and Household Income Limits

3.1
Government guidance allows local authorities to impose higher discounts than the minimum 30% discount from open market value of either 40% or 50%. In Chichester it is intended that the minimum discount of 30% should be applied. The Council will review its position if evidence is gathered to support a higher level of discount.

3.2
In terms of lower income caps, it is noted that the household income limit of £80,000, proposed by the Government is consistent with the existing criteria for all other low-cost home ownership products. Given the relatively high open market house values in Chichester it is likely to be counterproductive to lower household income caps as it will have implications with regard to affordability. 
3.3
Local authorities can set their own local connection criteria for the sale of First Homes. Local connection criteria will however only apply for the first three months of advertising a First Home. After three months the seller can sell the property to someone without a local connection if they still qualify as a first-time buyer and are within the household income limit.

3.4
The same local connection criteria will be applied in Chichester as are used in the Council’s published Housing Allocation Scheme.
4.
 Calculating Affordable Housing Mix Tenures

4.1
 The requirement is that at least 25% of all affordable homes delivered through planning obligations will be delivered as First Homes, with the balance of the affordable units being delivered as per the District Council’s/National Park Authority’s local plan requirement. A local authority should prioritise securing their policy requirements for social rent once they have secured the 25% First Homes requirement.


4.2 
The Housing Authority (CDC) which covers both the CDC Local Plan Area and the Local Plan Area of the South Downs National Park will be calculating the requirements for affordable housing using the following Percentages. 

	70% Market Housing 
	30% Affordable Housing 



	25% First Homes 
	35% Social Rent 

	18% Shared Ownership 
	22% Affordable Rent


4.3 
Where cash contributions for affordable housing are secured instead of on-site units, a minimum of 25% of these contributions should be used to secure First Homes.  Where specific developments are exempt from delivering affordable home ownership products under paragraph 64 of the National Planning Policy Framework, they shall also be exempt from the requirement to deliver First Homes.
5. 
Monitoring, management and enforcement

Section 106 agreements

5.1 
The council, when drafting the Affordable Housing obligations within Section 106 Agreements will take into account the Government’s model Section 106 agreement for First Homes published on 23 December 2021.

5.2
 The council’s Section 106 Agreement will set out all the obligations on the applicant and future purchasers of a first home. These obligations may cover pepper-potting, development construction standards, arrangements for marketing and sale, the use and occupancy of the property including letting or subletting and any mortgagee exclusions.

5.3
 The council will monitor the delivery of First Homes in Chichester District and use where necessary its powers to enforce the obligations and other parts of a planning decision so that the rules of qualification of a First Home and the full terms of the planning permission are being adhered to.


