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First Homes Policy Position Statement

Introduction

This position statement sets out the key information relating to First Homes and
how it will relate to the implementation of UDP Policy H4/1 and SPG5: Affordable
Housing Provision in New Residential Developments. It sets out the Council’s

position until such time as a full review of the affordable housing policy is
undertaken through the Bury Local Plan and an updated Affordable Housing
Supplementary Planning Document is prepared.

When First Homes requirements come into force (for full or outline applications
determined from 28" December 2021), these are the key aspects Bury Council
will typically apply. Further guidance and information is set out in the remainder

of this note.
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25% of all homes on developments of 25+ dwellings and 10% of
homes on developments of 10-24 dwellings should be provided as
affordable housing In line with SPG5 and NPPF requirements.

25% of new affordable housing should be provided as First Homes
(subject to limited exceptions and transitional arrangements).

First Homes must be sold with a minimum discount of 30% of the
market value - the discount should remain in perpetuity and be
secured through a suitable planning obligation.

First sale price (after discount) of First Homes to be no higher than
£250,000, sold to first-time buyers with a combined household
income of less than £80,000.

Bury's local eligibility criteria apply to the first 3 months of marketing,
requiring applicants to have been resident within the Borough for at
least 6 months and have no current or former rent arrears or
history of anti-social behaviour with the Council.
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https://www.bury.gov.uk/CHttpHandler.ashx?id=2235&p=0
https://www.bury.gov.uk/CHttpHandler.ashx?id=2235&p=0

Background

On 24th May 2021, a Written Ministerial Statement was published setting out
details of the Government’s First Homes Scheme. First Homes are a specific kind
of discounted market sale housing and are considered to meet the definition of
‘affordable housing’ for planning purposes. The Written Ministerial Statement
sets a national requirement for 25% of all new affordable homes provided
through developer contributions to be delivered as First Homes.

The Government also set out the new National Planning Practice Guidance on
First Homes. These changes came into effect from 28 June 2021. For further
details, please refer to the Written Ministerial Statement and Planning Practice
Guidance.

What are First Homes?
Specifically, First Homes are discounted market sale units which:

a) must be discounted by a minimum of 30% against the market value;

b) are sold to a person or persons meeting the First Homes eligibility criteria
(see below);

c) on their first sale, will have a restriction registered on the title at HM Land
Registry to ensure this discount (as a percentage of current market value)
and certain other restrictions are passed on at each subsequent sale; and,

d) after the discount has been applied, the first sale must be at a price no
higher than £250,000.

First Homes are the government’s preferred discounted market tenure and
should account for at least 25% of all affordable housing units delivered by
developers through planning obligations (i.e. S106 agreements).

First Homes should be physically indistinguishable from the equivalent market
homes in terms of quality and size. As set out in the Council’s Affordable
Housing Provision in New Residential Development, any affordable housing
provision should be fully integrated and spread throughout the site. The Council
will not accept proposals whereby the affordable housing provision is separated
or cornered off from the remainder of the development.

In order to ensure the discount is genuine, developers should obtain a valuation
from a registered valuer acting in an independent capacity, and that valuation
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.

First Homes National Eligibility Criteria

First Homes must be prioritised for first-time buyers (as defined in paragraph 6
of schedule 6ZA of the Finance Act 2003 for the purposes of Stamp Duty Relief
for first-time buyers) and not be sold to any household with a combined annual
income in excess of £80,000.

A person who can afford to purchase a First Home without a mortgage should
not be eligible to purchase a First Home. As a deterrent against the use of First


https://questions-statements.parliament.uk/written-statements/detail/2021-05-24/hlws48
https://www.gov.uk/guidance/first-homes
https://www.gov.uk/guidance/first-homes

Homes for investment, all purchasers of First Homes must use a mortgage or
home purchase plan (if required to comply with Islamic law) for at least 50% of
the discounted purchase value.

First Homes are intended to be used as a person’s sole or primary residence and
should not be used for investment or commercial gain. However, there are
occasions when it may be necessary for owners of First Homes to let out their
property for short periods of time, especially in response to unexpected life
events. Therefore, a First Homes owner can only rent out their home for a
maximum period of two years, as long as the local authority is notified. Longer
rental periods will be considered under the following circumstances: deployment
elsewhere (for members of the Armed Forces); primary caring responsibilities for
relative/friend; short job posting elsewhere; redundancy; domestic abuse; and
relationship breakdown. This will not affect restrictions on letting a property
prescribed by a mortgage lender and permission from them would likely also be
required.

Local Eligibility Criteria
Local authorities can choose to introduce their own eligibility restrictions.

In Bury, in addition to the national criteria above, and consistent with the
Council’s long-running affordable housing scheme, to be eligible applicants must:

e Have been resident within the Borough (e.g. Prestwich, Whitefield, Bury,
Radcliffe, Tottington or Ramsbottom) for at least the last 6 months or
more prior to application. If you are making a joint application, only one
of the applicants has to be living within the borough.

e Have no current or former rent arrears or history of anti-social behaviour
with the Council.

In recognition of the unique nature of their circumstances, members of the
Armed Forces, the divorced or separated spouse or civil partner of a member of
the Armed Forces, the spouse or civil partner of a deceased member of the
Armed Forces (if their death was caused wholly or partly by their service) or
veterans within five years of leaving the Armed Forces are exempt from any
local connection testing restrictions.

As required by the Written Ministerial Statement, these local eligibility
restrictions are time-limited to the first three months from the start date of
marketing of the property. Upon expiry of the three-month period, any homes
which have not been sold or reserved will revert to the national standard criteria
set out above.

Setting developer contributions for First Homes

A minimum of 25% of all affordable housing units secured through developer
contributions should be First Homes. First Homes (and the mechanism securing
the discount in perpetuity) will be secured through section 106 planning
obligations.

In accordance with paragraph 63 of the National Planning Policy Framework,
affordable housing is expected to be delivered on-site unless off-site provision or
a financial contribution in lieu can be robustly justified, and the agreed approach
contributes to the objective of creating mixed and balanced communities.



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. This could be achieved, for example, by acquiring additional First Homes
from market development, paying the developer a sum to offset the discount
from market price, and securing the tenure through section 106 planning

obligations.

Where a mixture of cash contributions towards affordable housing and on-site
units are secured, 25% of the overall value of affordable housing contributions

should be applied to First Homes.

Planning proposals
Paragraph 65 of the National Planning Policy Framework requires major
development involving the provision of housing (i.e. schemes of 10 or more

residential units), 10% of all homes on site should be affordable home ownership

products, subject to limited exceptions.

Bury’s planning policies require 25% of homes on sites on 25 or more dwellings
to be provided as affordable housing.

Once a minimum of 25% of the affordable units as First Homes has been

accounted for, the Written Ministerial Statement states that social rent should be

delivered in the same percentage as set out in the local plan. The remainder of
the affordable housing tenures should be delivered in line with the proportions

set out in the development plan.

In Bury, the affordable housing policies do not set specific requirements for
proportions of different tenures, therefore the tenure of the remaining 75% of
affordable units is open for negotiation. We have been delivering a similar
discounted sale product for a number of years, the main difference being that
the properties are discounted by 25% and are not restricted to first time buyers.
It is anticipated that First Homes will replace a proportion of these properties.

The affordable housing requirements in Bury are therefore:

15% affordable
home ownership

60% any tenure

Development | Total % Tenure split of | Worked example
size affordable affordable
requirement | units
10-24 units 10% 25% First 24 unit scheme requires 2
Homes affordable homes.
25% of 2 = 0.5, which is
75% affordable | rounded up to 1 First
home ownership | Home.
1 can be any form of
affordable home ownership.
25+ units 25% 25% First 100 unit scheme, 25
Homes affordable homes required.

Requirement for 6 First
Homes, 4 can be any form
of affordable home
ownership, 15 can be any
tenure of affordable
housing.




Once 25% of the affordable properties are accounted for as First Homes it is
open to applicants to set out the tenure mix for the remaining affordable
properties, ensuring that at least 10% of the total properties are affordable
home ownership (including First Homes, discounted market housing and shared
ownership) as required by NPPF.

Exemptions from requirements to deliver affordable home

ownership products

Paragraph 65 of the National Planning Policy Framework sets out that for major
development involving the provision of housing, 10% of all homes on site should
be affordable home ownership products, unless the site or proposed
development:

e Provides solely for Build to Rent homes;

e Provides specialist accommodation for a group of people with specific
needs (such as purpose-built accommodation for the elderly or students);

e Is proposed to be developed by people who wish to build or commission
their own homes; or

e Is exclusively for affordable housing, an entry-level exception site or a
rural exception site.

First Homes are an affordable home ownership product. Where specific
developments are exempt from delivering affordable home ownership products
under paragraph 65 of the Framework, they shall also be exempt from the
requirement to deliver First Homes.

Is there a transition period for decision making?
The new First Homes policy requirement does not apply for the following:

e sites with full or outline planning permissions already in place or determined
(or where a right to appeal against non-determination has arisen) before 28
December 2021

¢ applications for full or outline planning permission where there has been
significant preapplication engagement which are determined before 28 March
2022; and

Applicants should be mindful of the requirement for a Section 106 agreement to
be in place at the point of determination (i.e. a decision being issued), and this
will be taken into consideration in determining the affordable housing mix.
Where there is a resolution to grant permission but there has been insufficient
progress in the agreement of a planning obligation by the deadlines set out
above, the Council many need to consider reviewing the affordable housing
tenure mix prior to issuing a decision.

For the purposes of the First Homes policy, significant pre-application
engagement means any substantive discussions between the Council and the
applicant relating to the proposed quantity or tenure mix of the affordable
housing contribution associated with that application.

Where an application has been submitted and is likely to be granted before the
dates above, the applicant can opt to amend the proposals to include First
Homes, either at 25% of the affordable units or a lower proportion.



The First Homes policy does not apply to applications made under section 73 of
the Town and Country Planning Act 1990, to amend or vary an existing planning
permission, unless the amendment or variation in question relates to the
proposed quantity or tenure mix of affordable housing for that development.

First Homes Exception Sites

In order to maximise the number of First Homes made available the Government
is also seeking to deliver First Homes via exception sites. Exception sites are
small sites brought forward outside of development plans in order to deliver
affordable housing.

First Homes exception sites should be on land which is not already allocated for
housing and should:

a) Comprise First Homes;

b) Be adjacent to existing settlements, proportionate in size to them, not
compromise the protection given to areas or assets of particular
importance in the NPPF! and comply with any local design policies and
standards.

A small proportion of market homes may be allowed on the site at the local
authority’s discretion, for example where essential to enable the delivery of First
Homes without grant funding. The Council expect this to be justified by a
detailed viability assessment to justify the level of market housing proposed.
Also, a small proportion of other affordable homes may be allowed on the sites
where there is significant identified local need.

Further Sources of Information

e Written Ministerial Statement — 24th May 2021

¢ Planning Practice Guidance — First Homes

e For further information regarding affordable housing provision please see
SPGS5: Affordable Housing Provision in New Residential Development.

e For details of the Council’s pre-application advice service please see Pre-
application advice - Bury Council

e Contact planning.policy@bury.gov.uk should you require any further
information.

1j.e. the areas referred to in footnote 6 of the National Planning Policy Framework. First Homes exception sites
should not be permitted in National Parks (or within the Broads Authority), Areas of Outstanding Natural
Beauty, land designated as Green Belt, or areas designated as rural under s. 157 of the Housing Act 1985.


https://questions-statements.parliament.uk/written-statements/detail/2021-05-24/hlws48
https://www.gov.uk/guidance/first-homes
https://www.bury.gov.uk/index.aspx?articleid=10740
https://www.bury.gov.uk/index.aspx?articleid=10785
https://www.bury.gov.uk/index.aspx?articleid=10785
mailto:planning.policy@bury.gov.uk
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