Greater Cambridge

First Homes Interim Position Statement — Issues and Options
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Introduction

Cambridge City and South Cambridgeshire District Councils have produced an Interim
Position Statement on how they will deal with applications for the governments’ new

preferred affordable home ownership tenure, First Homes.

The model as it is designed presents some serious challenges locally. In particular
around: delivering an appropriate balance of affordable housing tenures to meet local
housing needs; providing appropriate housing options that are affordable for those who
wish to get on the housing ladder; affordability compared with other intermediate tenures;

and providing a suitable mix of property sizes on new developments.

This Issues and Options paper provides background to the approach taken in the Interim
Statement. It outlines some of the issues and risks for Greater Cambridge in
implementing the new model, how any risks will be mitigated and the options which were

considered in developing the councils’ approach.
National Guidance

On 24 May 2021 the government announced its First Homes policy through a Written

Ministerial Statement and accompanying changes to the National Planning Practice

Guidance to include First Homes.

First Homes contributes to the National Planning Policy Framework requirement to

provide 10% of all new homes as affordable home ownership. This followed consultation

carried out on the proposed model the previous year.

Local Policy

Policy 45 of Cambridge City Council’s Local Plan 2018 and Policy H/10 of South

Cambridgeshire’s Local Plan 2018 require 40% of homes on qualifying sites to be

provided as affordable housing.

Cambridge City Council’s Local Plan requires a balanced mix of dwelling sizes, types and
tenures to meet future housing needs; and South Cambridgeshire District Council’s Local
Plan states an agreed mix of affordable house tenures will be determined by local

circumstances at the time of granting planning permission.

Neither councils’ Local Plan specifies the percentage breakdown between social rent,

affordable rent and other ‘intermediate’ tenures.


https://questions-statements.parliament.uk/written-statements/detail/2021-05-24/hlws48
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
https://www.gov.uk/government/publications/national-planning-policy-framework--2
https://www.cambridge.gov.uk/local-plan-2018
https://www.scambs.gov.uk/planning/local-plan-and-neighbourhood-planning/the-adopted-development-plan/south-cambridgeshire-local-plan-2018/
https://www.scambs.gov.uk/planning/local-plan-and-neighbourhood-planning/the-adopted-development-plan/south-cambridgeshire-local-plan-2018/
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5.1.

The Greater Cambridge Housing Strategy 2019 to 2023 has been developed in the
context of the council’s broader strategic objectives. It recognises there is a need for
homes for those who cannot access social housing through the housing register but who
also cannot afford to buy on the open market. The Strategy says that the councils will
continue to prioritise social housing for rent but that we also want to offer choice for those

aspiring to own their own home.

Both councils’ preferred affordable housing tenure split is detailed in Annexe 5 of the
Strategy. Cambridge City Council aims for 75% of affordable housing on qualifying s106
sites to be social / affordable rent, and 25% to be shared ownership or other intermediate
tenures. South Cambridgeshire aims for 70% social / affordable rent and 30% shared

ownership or intermediate tenure.
Local Housing Need

Latest housing needs evidence commissioned through GL Hearn to inform the emerging
joint Local Plan recognises the acute need for social / affordable rent housing across
Greater Cambridge and indicates that around 10% of all new homes across the housing
market area should be for affordable home ownership.(10% of all homes equates to 25%

of each council’s affordable housing requirement).

Although the evidence indicates that the need for affordable home ownership may be
greater in Cambridge and South Cambridgeshire than in other parts of the Housing
Market Area, it states that there is limited evidence to suggest any district should exceed
the National Planning Policy Framework requirement of 10% of new homes on s106 sites

to be provided as affordable home ownership.

The research also states that resources for subsidised housing are finite, and the greater
the discount on individual dwellings the fewer affordable homes overall may be delivered.
It highlights that policy should reflect a balance between the needs of the most
vulnerable, the needs of people in housing need but not vulnerable and delivering as

many affordable rented homes on the ground as possible, subject to viability.

See GL Hearn, Housing Needs of Specific Groups Cambridgeshire and West Suffolk,
October 2021 for more detail.

Affordability of First Homes

The GL Hearn research referred to above considers an appropriate discount to be
applied to open market values to make homes affordable to those households who are

caught between the rent / buy gap. Their assessment of the percentage discount


https://cambridgeshireinsight.org.uk/wp-content/uploads/2021/10/CWS-Housing-Needs-of-Specific-Groups-Oct21.pdf
https://cambridgeshireinsight.org.uk/wp-content/uploads/2021/10/CWS-Housing-Needs-of-Specific-Groups-Oct21.pdf

required from open market value to make a discount market sale home affordable is

shown in Table 1 below.

Table 1: Estimated percentage discount required from Open Market Value to make Discount

Market Sale affordable
Location 1 bedroom 2 bedroom 3 bedroom 4+ bedrooms
Cambridge 28% 30% 34% 34%
South Cambs 22% 28% 31% 33%

Source: GL Hearn, Housing Needs of Specific Groups, Cambridgeshire and West Suffolk

5.2. However, this estimation is based on 2020 property price data and on lower quartile
prices. Other evidence available suggests that prices are likely to have increased over
the last two years.

5.3. Another way to consider affordability is to look at the cost of First Homes compared with

income or earnings.

5.4. Data from the Office for National Statistics Annual Survey of Household Earnings

indicates that average full-time household earnings are around £43,900 in Cambridge
and £47,000 in South Cambridgeshire. Tables 2 & 3 below provide rough illustrations of
the affordability of purchasing a home in Greater Cambridge based on a 10% or 20%
deposit, with housing costs being no more than 35% of average net full-time household

earnings.

Table 2: Affordability of a home purchase at £250,000 with a 10% deposit based on housing
costs being no more than 35% of average full-time household earnings

Local Authority = Mortgage | Monthly Annual Average | Estimated @ 35% of
payment payment | full-time | take home | full time

house- earnings take-

hold 2021 - 2022 home

earnings earnings
Cambridge City £225k £1,070  £12,840  £43,900 £33,500  £11,725
South £225k £1,070  £12,840  £47,000 £35,600  £12,460

Cambridgeshire
Source: Government Money Advice mortgage calculator (3% mortgage rate), Annual Survey of
Household Earnings gross full-time household earnings by place of residence 2020,

Government take home pay calculator & Greater Cambridge Housing Strategy


https://www.ons.gov.uk/surveys/informationforbusinesses/businesssurveys/annualsurveyofhoursandearningsashe

Table 3: Affordability of home purchase at £250,000 with a 20% deposit based on housing costs
being no more than 35% of average full-time household earnings

Local Authority = Mortgage | Monthly Annual Average | Estimated @ 35% of
payment payment | full-time | take home | full time

house- earnings take-

hold 2021 - 2022 home

earnings earnings
Cambridge City £200k £950  £11,400  £43,900 £33,500  £11,725
South £200k £950  £11,400  £47,000 £35,600  £12,460

Cambridgeshire
Source: Government Money Advice mortgage calculator (3% mortgage rate), ASHE gross full-
time household earnings by place of residence 2020, Government take home pay calculator &

Greater Cambridge Housing Strategy.

5.5. This suggests that households on average household earnings should just about be able
to afford a First Home in South Cambridgeshire with a 10% deposit but that a higher
deposit is likely to be needed for a household resident in Cambridge City, based on a

mortgage rate of 3%.

5.6. This presents a significant concern in terms of potential future financial hardship for those
purchasing a First Home who are already stretching their budgets. Some purchasers on
average earnings could risk homelessness if they are no longer able to afford to pay for

their home.

5.7. Therefore, based on current estimates, those benefiting most from First Homes are likely
to be those who earn above the average full-time earnings for Greater Cambridge but
cannot afford to buy on the open market.

5.8. Table 4 below shows that to purchase a First Home capped at £250,000 with a 5%
deposit, households would need an income of around £55,000 to be able to afford a
mortgage based on 35% of their income. Those earning around £50,000 would need
around a 10% as a deposit.

Table 4: Affordability of a First Home capped at £250,000

Price Deposit | Mortgage Monthly | Annual Income Estimated take 35% of

(capped) payment payment home income | income

£250,000 5% — £237,500 £1,130  £13,560 £55,000 £40,590 £14,207
£12,500

£250,000 10% — £225,000 £1,070  £12,840 £50,000 £37,600 £13,160
£25,000

Source: Government Money Advice mortgage calculator (3% mortgage rate) & Government

take home pay calculator



5.9.

6.

However, according to the government’s mortgage advice calculator, a 3% increase in
mortgage rates would increase monthly payments by around £380 on a mortgage of
£225,000 and around £340 on a mortgage of £200,000. The increase in cost of living
currently taking place, and the anticipated increase in fuel bills and National Insurance
from April onwards, will put a further squeeze on incomes. So even households earning
above average earnings, who may be able to afford a First Home now, may find it more

difficult if mortgage rates rise and as living costs continue to increase.

Splitting the remaining tenures once First Homes are accounted for:

National Guidance

6.1.

6.2.

6.3.

Paragraph 015 of the National Planning Policy Guidance states that once a minimum of
25% of First Homes has been accounted for, 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 proportion set out in the local plan policy.

Paragraph 014 of the Guidance says that a policy compliant planning application should
seek to capture the same amount of value as would be captured under the local

authority’s up-to-date published policy.

Section U2 of the National Design Guide refers to the need for a mix of home tenures,

types and sizes, and paragraph 115 states that ‘Well-designed neighbourhoods provide a

variety and choice of home to suit all needs and ages’.

Options, Issues and Risks

6.4.

As there is no specific reference to an affordable housing tenure split in either council’s
adopted Local Plan, three options have been considered. All of these are problematic;
particularly in relation to meeting housing need and providing an appropriate mix of sizes

and tenures of homes on new developments.

Option 1: Split the remaining affordable housing in line with council policy

6.5.

Splitting the remaining affordable housing in line with the percentages in the Housing
Strategy would lead to the breakdown shown in Tables 5 & 6 below. (Based on a

100-home scheme providing 40% affordable housing).


https://www.gov.uk/government/publications/national-design-guide

Table 5: Cambridge City: Example scheme of 100 homes, 40 of which are affordable:

25/ 75 split between remaining intermediate and social / affordable rent.

Cambridge City Current Current With First With First
council policy | council policy Homes Homes
Number % of affordable Number % of affordable

First Homes 0 0% 10 25%

Shared ownership / 10 25% 7.5 18.75%

other intermediate

Social / affordable rent 30 75% 22.5 56.25%

Total 40 100% 40 100%

Table 6: South Cambridgeshire: Example scheme of 100 homes, 40 of which are affordable: 30

/ 70 split between remaining intermediate and social / affordable rent

South Cambridgeshire @ Current Current With First With First
council policy | council policy Homes Homes
Number % of affordable Number % of affordable

First Homes 0 0% 10 25%

Shared ownership / 12 30% 9 22%

other intermediate

Social / affordable rent 28 70% 21 53%

Total 40 100% 40 100%

6.6. For Cambridge City option 1 would lead to an approximate 19% reduction in social /
affordable rent units compared with current policy and around a 6% reduction in shared
ownership / other intermediate tenures in favour of First Homes. Around 44% of new
provision would be for affordable home ownership through a combination of First Homes

and shared ownership,

6.7. For South Cambridgeshire option 1 would lead to an approximate 17% reduction in social
/ affordable rent units compared with current policy and around an 8% reduction in
shared ownership / other intermediate tenures in favour of First Homes. Almost half of

the new homes provided (47%) would be for affordable home ownership.
Option 1: Issues and risks

6.8. This option:

e Follows the ‘spirit’ of the national guidance which seeks for the remaining
affordable housing, after First Homes, to be split in line with current Local Plan
policy.

e Enables a wider choice of intermediate tenures than just providing First Homes
and helps meet the councils’ Local Plan policies around providing a mix of dwelling
sizes, types and tenures.



e Enables a wider mix of intermediate tenure property sizes than the other options,
as shared ownership allows delivery of more larger family sized homes, whereas
First Homes in Cambridge City at least are expected to only come forward as one-
bedroom homes due to the price cap.

e This would lead to a reduction in cash-flow to developers through up-front sale to
RPs, although early modelling suggests that any loss would not be significant

taking into account the direct sale of First Homes by the developer.

However:

e The local evidence referred to above demonstrates that the greatest need locally
is for social and / or affordable rent. This option would be in clear conflict with that
evidence and create an over-supply of home ownership / other intermediate
tenures compared with social and affordable rent.

Option 2: Count First Homes within the ‘intermediate’ requirement

6.9. Tables 7 & 8 below show what counting First homes in with the ‘intermediate’ housing

requirement would look like compared with current council policy

Table 7: Cambridge City: Example scheme of 100 homes, 40 of which are affordable: No

additional intermediate housing.

Cambridge City Current Current council | With First = With First
council policy | policy Homes Homes
Number % of affordable Number % of affordable

First Homes 0 0% 10 25%

Shared ownership / 10 25% 0 0%

other intermediate

Social / affordable rent 30 75% 30 75%

Total 40 100% 40 100%

Table 8: South Cambridgeshire: Example scheme of 100 homes, 40 of which are affordable: No

additional intermediate housing.

South Cambridgeshire  Current Current council | With First = With First
council policy | policy Homes Homes
Number % of affordable Number % of affordable
First Homes 0 0% 10 25%
Shared ownership / 12 30% 2 5%
other intermediate
Social / affordable rent 28 70% 28 70%
Total 40 100% 40 100%



6.10. For South Cambridgeshire 5% of the affordable home ownership would be shared

ownership or other intermediate tenures.

6.11. For Cambridge City this option would provide no shared ownership or other intermediate

housing over and above First Homes.
Option 2: Issues & Risks
6.12. This option:

e Appears on the face of it to be more favourable than option 1 in terms of protecting
the amount of social / affordable rent delivered to meet locally identified housing

need.
6.13. However:

e Itis recognised that this option is, for Cambridge City at least, unlikely to enable
planning applications to capture the same value as under the council’s current
policy.

e Registered Providers operating locally have confirmed that the bids they submit to
developers for the affordable housing on new developments will be lower if they
are unable to cross-subsidise the delivery of social or affordable rent with sales of
shared ownership properties. This option would, for Cambridge City, allow no
shared ownership at all and therefore provide no cross-subsidy. In consulting with
registered providers in the area, based on this scenario, the difference in offers to
the developer could be anything between 2% to 8% of open market value in
Cambridge City and 0.6% to 7% of open market value in South Cambridgeshire
District Council, dependent on each housing provider’s financial business plans. It
is difficult to estimate what this would mean in monetary terms because of the
wide range and it is suggested that further viability work will need to be undertaken
as part of the development of the Joint Local Plan.

e Some modelling has also been carried out on a scheme currently being
considered as part of Cambridge City Council’s own development programme.
This suggests that, for the particular development modelled, if all the ‘intermediate’
housing was replaced with First Homes the profit loss would be around 4.5%
compared with a scheme coming forward under the current policy of 75%
affordable rent and 25% shared ownership. The main potential issues identified
were: loss of cross-subsidy from Registered Providers from shared ownership to
fund the social / affordable rent; higher interest payments due to loss of cash-flow
from Registered Providers; and increased costs for a developer in relation to sales

and marketing.



e This also reflects national research by Savills, First Homes Affordability and
Viability published in October 2020 which states: “At a 30% discount the Gross
Development Value (GDV) generated from a First Home will typically be lower
than the equivalent property provided through Shared Ownership.”

e This concern around viability means there may be risks around how much social /
affordable rent could be delivered and whether 40% affordable housing could be
achieved overall. It could impact on land values, potentially preventing land from
coming forward. It could also impact on section 106 contributions towards other
infrastructure, facilities and services.

e Viability concerns also present risks around design quality. They are likely to affect
the councils’ ability to ensure that new homes provide high levels of energy
efficiency and sustainability and that they help to meet national and local carbon
reduction targets.

e Viability issues could also impact on rental affordability in both council areas.
Although Registered Providers currently operating locally have said that they
would still try to keep rents within levels stated within our Affordable Rents policy

at Annexe 5 to the Greater Cambridge Housing Strategy (60% of market rents for

Cambridge City and 70% of market rents for South Cambridgeshire), option 2
could lead to higher rents being charged than currently (up to 80% of market).

e No shared ownership in Cambridge would mean no other intermediate housing
options on new developments. This includes options for those who could not
access the deposit and / or mortgage to buy a 70% share under First Homes but
could afford a 10% or higher share of a shared ownership property.

e Due to the £250,000 price cap, at a 30% discount the only ‘intermediate’ tenure
properties likely to come forward in Cambridge City would be one-bedroom
homes, although some two-bedroom homes should be deliverable in some parts
of South Cambridgeshire. There would be no larger affordable home ownership
options available for families.

e With the greatest social housing need being for one-bedroom homes, an over-
provision of one-bedroom homes could make it difficult to design them into and to

create mixed and balanced communities.

Option 3: Allow for provision of some shared ownership / other intermediate tenures in addition

to First Homes

6.14. A third option is to provide some shared ownership / other intermediate tenures across
both council areas but at a lower level than in option 1.


https://www.cambridge.gov.uk/media/9724/greater-cambridge-housing-strategy-2019-annex-11.pdf

6.15. Tables 9 & 10 below show how the same development scenario would look for each
district if both districts provided 5% or 10% of new affordable homes as shared
ownership. (Note that for South Cambridgeshire Option 2 would already provide 5%
shared ownership).

6.16. Other percentages have been considered but between 5% and 10% is considered to

provide a balanced approach.

Table 9: Cambridge City: Example scheme of 100 homes, 40 of which are affordable: balance

between options 1 & 2 — retaining 5% or 10% shared ownership.

Cambridge City Current Current With First | With First
council policy | council policy | Homes Homes
Number % of affordable | Number % of affordable

First Homes 0 0% 10 25%

Shared ownership / 10 25% 2o0r4 5% or 10%

other intermediate

Social / affordable rent 30 75% 28 or 26 70% or 65%

Total 40 100% 40 100%

Table 10: South Cambridgeshire: Example scheme of 100 homes, 40 of which are affordable:

balance between options 1 & 2 — retaining 5% or 10% shared ownership.

South Cambridgeshire  Current Current With First | With First
council policy | council policy | Homes Homes
Number % of affordable Number % of affordable

First Homes 0 0% 10 25%

Shared ownership / 12 70% 2o0r4 5% or 10%

other intermediate

Social / affordable rent 28 30% 28 or 26 70% or 65%

Total 40 100% 40 100%

Note that 5% for South Cambridgeshire is in line with option 2
Option 3: Issues and risks

6.17. This option would:

e Enable a wider choice of tenures than option 2 for Cambridge City and the same
or higher proportion of shared ownership in South Cambridgeshire.

e Provide a more affordable option than First Homes for those wanting to purchase
a property through shared ownership. Some shared ownership at a 10% share
could also benefit some housing register applicants which First Homes is unlikely
to do.

e Allow for a wider mix of property sizes than option 2 in Cambridge City, including
some two-bedroom intermediate homes. This would help to support development

of mixed and balanced communities.

10



e Allow some cross-subsidy through shared ownership and some cash-flow from

shared ownership for developers.
6.18. However:

e This would present similar risks to option 2, although for Cambridge City the risk
would be reduced. For South Cambridgeshire the risk would be the same or

reduced depending on the shared ownership percentage settled on.

Preferred option

Splitting the remaining tenures once First Homes are accounted for:

Cambridge City Council policy position: The preference will be for 70% affordable /

social rent; 5% shared ownership; 25% First Homes.

South Cambridgeshire District Council: The preference will be for: 70% affordable /

social Rent, 5% shared ownership, 25% First Homes

Rationale: This seeks to achieve the same amount of Affordable / Social Rent on a
scheme in South Cambridgeshire and a 5% reduction in Cambridge City compared
with current policy. It allows a small amount of shared ownership which in South
Cambridgeshire in particular will be targeted at family sized accommodation. This is
felt to present a fair balance of property types and tenures within the national policy
context, to provide homes that meet a variety of household affordability and needs. It

is also considered to be a viable option at this time.

7. Price Cap

National Guidance

7.1. Paragraph 005 of the Guidance says that Initial sale of a First Home cannot be at a price
greater than £250,000 (outside of London) once the discount has been applied. However,
there is discretion to set lower price caps if a need can be demonstrated. Local price
caps should be determined through the local plan making process with regard to local

income levels, related to local house prices and mortgage requirements.
7.2. The price cap does not apply to subsequent resales.

7.3. Paragraph 008 of the Guidance says that any local eligibility criteria will apply for a
maximum of 3 months from when a home is first marketed. If a suitable buyer has not
reserved a home after 3 months, the eligibility criteria (including income caps) will revert

to the national criteria, to widen the consumer base.

11



Options, Issues and Risks

7.4. Assuming that the discount is capped at 30%, the maximum open market value before
discount would be around £357,000. The affordability data in section 5 above
demonstrates the affordability problems with First Homes, even more so in a climate of

rising household costs.

7.5. Most if not all First Homes are expected to be delivered at the maximum price cap.
Therefore, for affordability reasons there could be an argument for lowering the cap.

7.6. However, this is likely to present viability challenges.

7.7. National residential land value estimates put land values in Greater Cambridge well

within the top 10% nationally outside of London.

7.8. Also, as an example, through Cambridge City Council’'s own 500-home development

programme development costs have in some cases exceeded £250,000 per unit.
Option 1: Retain the price cap
7.9. Retaining the price cap would:

e Help with scheme viability, although even the current price cap is likely to present

significant challenges.
Option 2: Lower the price cap
7.10. A lower price cap would:

e make homes affordable to a wider range of applicants
7.11. However:

e This would make provision of anything other than one-bedroom homes even less
likely and would not help to promote a mix of property sizes.

e ltis likely to raise significant viability issues, which could impact on a reduction
overall of affordable housing or fewer Affordable Rented / social rented homes.

e Even the current price cap will make it extremely difficult to deliver more energy
efficient homes, particularly homes built to zero carbon standards.

e If a home is not sold within three months of marketing the cap would be
disregarded anyway. Regardless of monitoring compliance with the section 106

agreement would developers be incentivised to sell quickly?

12


https://www.gov.uk/government/publications/land-value-estimates-for-policy-appraisal-2019

8. Discount to market value

National Guidance

8.1. Paragraph 004 of Planning Guidance requires the discount to market value to be set at a
minimum of 30%. This cannot be lowered, but there is local discretion to raise it to either
40% or 50% of market value where authorities can demonstrate a need. The guidance
refers to housing needs assessments required to be carried out as part of the local plan
process, to enable an evidence-based planning judgment to be made about the need for

a higher local minimum discount.
Options, Issues and Risks

8.2. For a property to cost the maximum of £250,000 at a 30% discount, it would have to be
worth up to £357,000 on the open market. A 40% discount would, subject to viability,
allow homes worth up to £416,700 to be provided, and 50% up to £500,000.

8.3. The Housing Needs of Specific Groups for Cambridgeshire and Suffolk study referred to
in paragraph 4.4 above identifies between 28% and 34% as an appropriate level of
discount for lower quartile new build discounted market housing in Cambridge, and 22%
to 33% in South Cambridgeshire), depending on property size.

8.4. Research by Savills, First Homes: Affordability and Viability October 2020, found that, in

Cambridge, a 40% discount would be required to bring a 700 square foot 2-bedroom flat
within the £250,000 price cap.

Option 1: Keep the discount at 30%
8.5. Keeping the discount at 30% would:

e Be more or less in line with the evidence produced to support the emerging

Greater Cambridge Local Plan. (See paragraph 8.2 above).
8.6. However, retaining the discount at 30% would:

e Restrict the number of applicants for First Homes to those who can afford to pay
70% of market value.

e With the price cap at £250,000, mean that only one-bedroom homes would be
made available in Cambridge City; and no family size homes larger than two-

bedrooms in Greater Cambridge as a whole.
Option 2: Raise the discount to 40% or 50%

8.7. Other evidence above suggests an argument for raising the discount to 40% or 50%.

13


https://pdf.euro.savills.co.uk/uk/spotlight-on/first-homes---affordability-and-viability.pdf#:%7E:text=Savills%20Research%20First%20Homes%20is%20the%20Government%E2%80%99s%20new,need%20to%20understand%20the%20economics%20of%20their%20provision.

Option 2: Issues & Risks

8.8. Option 2 could:

e Allow a wider range of applicants to be able to afford a First Home.

e Allow larger homes to be provided, particularly in Cambridge City. This would
provide a wider range of choices for applicants and make the homes more
saleable.

8.9. However:
e Raising the discount will inevitably impact further on scheme viability, with
potential serious consequences as referred to in section 6 above.
Discount to market value: Interim Policy Position: —
First Homes will be sold with a discount of 30% from full open market value.
9. Eligibility — Income cap

National Policy

9.1.

9.2.

9.3.

Under Paragraph 007 of the Guidance the maximum household income for First Homes
purchasers is £80,0000 outside of London.

Under Paraph 008 Local authorities can apply lower income limits if it can be justified
with reference to local average first time buyer incomes, mortgage requirements and
loan-to-income ratios for the area’s target market for First Homes. They should not be set
at a level which would prevent a borrower from obtaining a 95% loan to value mortgage

for the discounted price of suitable properties.

Paragraph 008 of the Guidance states that income criteria should not limit the eligible
customer base to the point that homes become difficult to sell. Any local income cap will
apply for a maximum of three months from when the home is first marketed and will

revert to the national criteria, to widen consumer base.

Options, Issues and Risks

9.4.

As shown in tables 2 & 3 above, average full-time household earnings for residents in
Cambridge City is £43,900 and in South Cambridgeshire is £47,000 so the threshold is
well above this. And someone on an £80,000 income could potentially afford to buy a
reasonable market home based on monthly payments alone, although the size of deposit

required is often a major barrier.
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9.5. Local research for the Greater Cambridge Housing Strategy identifies that the main gap

in housing provision is for those with incomes of £30,000 to £50,000; and Savills in their
report Detailed Affordability Analysis, Cambridge & South Cambridgeshire 2017,
identified a similar gap of around £25,000 to £45,000

9.6. Evidence from the Help to Buy register around households wishing to access

intermediate tenure housing in Cambridge and / or South Cambridgeshire also suggests

that the majority of those interested in intermediate tenure housing have incomes of
around £30,000 to £50,000.

9.7. However, the affordability of a First Home for households with an income of less than

£50,000 per year has already been highlighted.

Option1: Keep the current maximum household income at £80,000

9.8. Keeping the £80k discount for the first three months of marketing would:

Provide a larger pool of households who are able to afford to buy a First Home.
Help to mitigate against households on lower incomes running into financial
difficulties, particularly within the current climate of increased household costs and
the potential impact of potential mortgage interest rises.

Be in keeping with the national household income cap for shared ownership which
is set at £80,000.

Option 2: Lower the maximum household income

9.9. Lowering the maximum household income would.

Help to target First Homes at those in the income brackets that the councils have

identified as the target market for intermediate housing.

9.10. However:

It would restrict the number of applicants able to afford a First Home, particularly in
Cambridge being an area of high house prices. This could lead to homes being
sold to applicants who do not meet other local eligibility criteria or even to not
being sold at all as a First Home if a buyer cannot be found who meets both the
national eligibility criteria and the local income threshold.

It could lead to a higher proportion of First Home buyers running into financial

difficulties than if those on higher incomes were eligible.
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Household income cap: Interim Policy Position

The national household income cap of £80,000 per annum will apply to purchasers of

First Homes in Greater Cambridge

10. Eligibility — Local connection Criteria

National Guidance

10.1. Paragraph 008 of the National First Homes Guidance states that Local Authorities can
set their own local connection or employment-based criteria for the sale of First Homes.
These will apply for the first three months of marketing and will be removed if the

property cannot be sold within that time.

10.2. Local connections may include, for example, current residency, employment
requirements, family connections or special circumstances such as caring
responsibilities. (The guidance details how local connection criteria should be disapplied

for members of the Armed forces and their families).

10.3. As with lowering the income cap, eligibility requirements such as local connection and
employment-based requirements should not limit the eligible consumer base to the point

that homes become difficult to sell.

10.4. Any local connection requirements will apply for a maximum of three months from when
the home is first marketed and will be disapplied if the home cannot be sold within that

period.
Options, Issues and Risks
Option 1: Allow anyone to apply for First Homes locally, wherever they live or work
10.5. This would:
e Maximise the number of potential applicants for First Homes.
But could:
e Prevent people living or working locally from accessing the scheme.
Option 2: Restrict first sales of First Homes to people who have a local connection locally

10.6. There is high demand for housing in Greater Cambridge, evidenced by high rents and
house prices. Housing affordability is a key issue locally, and various consultations and
community engagements have identified frustration amongst local people that they

cannot afford to access appropriate housing in Greater Cambridge. The actual scale of
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10.7.

10.8.

demand is not clear but applying a local connection criteria to households would help

First Time buyers to get on the housing ladder and remain living locally.

Evidence of the need for housing for local workers includes recent research carried out
by Cambridge University Hospitals and by Cambridge Ahead, both of which identified the
need for affordable housing in Greater Cambridge to meet the needs of local workers.

Both councils already apply local connection criteria for applicants on the councils’
housing registers and these are proven to work effectively. It is proposed to apply similar

criteria to applicants for First Homes.

Local connections: Interim Policy Position
Local connection criteria will be applied.

A purchaser will be required to have a local connection with the relevant local authority
area within which the development is located.

Where schemes are cross-boundary, or where joint nominations on the affordable
homes have been agreed, a purchaser’s local connection may be with either

Cambridge City or South Cambridgeshire District.

An applicant will be considered to have a connection to the area if they meet one or
more of the following criteria:

e The applicant is in full time or part time employment in the Council district for
16 hours or more per week. (See further details below).

e The applicant has lived in the local authority area for at least 6 of the last 12
months, or 3 of the last 5 years.

e The applicant has family members who have been resident in the local
authority area for a period of 5 years or longer and are currently resident in the
local authority area. Family members are defined as parents, adult sons and
adult daughters or brothers or sisters. Other family associations will be
considered on a case-by-case basis.

e There are special circumstances that the Council considers give rise to a local

connection.

Applicants will be considered to have employment in the relevant district and therefore
may meet the local connection criteria if they meet one of the following criteria:

e They are in paid full or part time permanent employment for 16 hours or more

per week and their actual working location is within the district; or
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11.

e They are working within the district on a temporary or zero-hour employment
contract that has been in place for at least 6 months and can demonstrate they
have worked at least 16 hours per week since starting the employment
contract; or

e Self-employed applicants are required to demonstrate that their permanent
base of operations is within the District, even if their work requires them from

time to time to work outside of the district.

The employment must be the actual place of work in the district and not employment
based on a head office or regional office situated in the district but from which they

do not work.

The relevant council reserves the right to waive the 16-hour requirement if necessary to

avoid discrimination.

In line with the national guidance, the local connection requirement will not apply to
active members of the Armed Forces, divorced / separated spouses or civil
partners of current members of the Armed Forces, spouses or civil partners of a
deceased member of the armed forces (if their death was wholly or partly caused

by their service) and veterans within 5 years of leaving the armed forces.

Developers may be required to target marketing towards particular employers where

appropriate.

Eligibility — Priority for key workers

National Guidance

11.1.

11.2.

The guidance encourages authorities to prioritise key workers, especially if they have
identified local need for certain professions. The definition of a key worker should be
determined locally and could be any person who works in any profession that is

considered essential for the functioning of a local area.

As with other eligibility criteria, any priority for key workers will apply only for the first
three months of marketing.

Options, Issues and Risks

11.3.

11.4.

Neither council has developed a definition of key workers to date on the basis that all

workers are seen as key to supporting the local economy.

Although it is not standard practice locally to give housing priority to particular groups of

workers in allocating homes for social / affordable rent or shared ownership, the councils
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will often give some priority for social housing on new developments to applicants who
work within a given radius of the development. One of the reasons for this is to help
promote carbon reduction and tackle climate change by preventing people from having to

travel long distances to work.

Option 1: Provide a local definition of key workers and restrict applications for First Homes to

those meeting the definition.

Option 2: Provide a local definition of key workers and give some priority for applicants

identified as key workers
11.5. Options 1 & 2 would:

e Restrict the number of applicants eligible for First Homes which could make them
more difficult to sell.

e Be contrary to the councils’ current approach around recognising that all workers
are important to the economy.

e Make it complex to identify whether some individual applicants were eligible;
leading to lack of transparency for applicants and more complexity in administering
the scheme, both for the councils and developers.

Option 3: Do not give priority to any particular groups of workers but require developers to

prioritise marketing to employers in the near vicinity where appropriate.
11.6. Option 3 would:

e Ensure that particular groups of workers are targeted where appropriate.
e Help support national and local carbon reduction ambitions through promoting sale
of homes close to people’s place of work, with the aim of helping to reduce carbon

emissions generated through travel to work.

Key workers: Interim Policy Position

No specific priority will be given to key workers at this point in time, but the council may ask for
marketing to be targeted towards particular employers where appropriate dependent on the

scheme’s location.

12. First Homes Exception Sites Policy

National Guidance

12.1. Para 024 of the First Homes PPG Guidance states that a First Homes exception site is
an exception site (that is, a housing development that comes forward outside of local or
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12.2.

neighbourhood plan allocations to deliver affordable housing) that delivers primarily First

Homes.

Para 025 — First Homes exception sites can come forward on unallocated land outside of
a development plan. They cannot come forward in areas designated as Green Belt, or
designated rural areas as defined in Annex 2 of the National Planning Policy Framework.
In designated rural areas rural exception sites are the sole permissible type of exception

site.

Options, Issues and Risks

12.3.

12.4.

12.5.

12.6.

12.7.

As a rural area, South Cambridgeshire District Council have a successful record of
delivering rural exception sites. Rural exception sites provide affordable housing specific
to village needs, often providing a mix of tenures and house types. As part of delivering
rural exception sites, housing needs surveys have continually identified that local need in

villages is predominantly for rented tenures.

Rural exception sites have been successful in South Cambridgeshire because the land
values for such schemes are much lower than for a residential development within the
village framework. This means that schemes are generally viable and provide a high
standard of housing delivered by registered providers. There is some concern that First
Homes Exception Sites will achieve a higher land value and be particularly attractive for
private developers because there will be no need to engage with a housing provider or
undertake specific housing needs assessments.

Whilst the councils cannot stop developers coming forward with a First Homes Exception
Site, our preference in South Cambridgeshire will be for rural exception sites to be
brought forward with an element of First Homes to provide a better tenure mix and
balanced scheme.

The Interim Position Statement sets out local criteria that South Cambridgeshire District
Council would seek to achieve on any First Homes Exception Site coming forward to
ensure schemes are proportionate to the scale and character of the village and that there
is not an over-supply of affordable home ownership products in the local area.

To ensure that local villages benefit from any First Homes exception sites coming
forward, we will seek to apply a village connection to the scheme for the first 4 weeks of
marketing to give priority to local people. Whilst this is not recommended as part of the
National Planning Practice Guidance, a village connection was applied to the pilot First

Homes scheme in Great Abington which has not impeded sales.
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13.

13.1.

13.2.

13.3.

13.4.

13.5.

13.6.

13.7.

13.8.

Applying the First Homes requirement

As can be seen from above the national First Homes policy requirement presents
significant issues and risks in Greater Cambridge.

Both councils have expressed concerns about the First Homes requirement to the

Department for Levelling Up, Housing and Communities (DLUHC). They have confirmed
that there is no requirement to update local plans early to accommodate First Homes, so
a plan adopted before the transitional arrangement can continue to apply until such time

as it is due for an update.

They further confirm that there is no specific legislative requirement to deliver First
Homes, but it is a requirement of national planning policy. Where local plans are at odds
with national policy it is for local decision-makers to consider the relative weight to assign

to each material consideration.

Also, from Officer discussions with housing providers, other local authorities and

developers, there does not seem to be an appetite amongst them to deliver First Homes.

Therefore, whilst it is important to consider the First Homes requirement as a material
consideration if a developer wishes to bring them forward, the councils’ current Local
Plan remains sound and up to date. As a result it is proposed that the councils take a

flexible approach in terms of considering First Homes.

This First Homes Interim Position Statement will only be used when a development
proposal comes forward which includes reference to First Homes as part of an affordable
housing provision. This is considered the most appropriate course of action until such

time that there is further detail from government on how First Homes will work in practice.

If a development proposal does not refer to First Homes, the affordable housing split
detailed for each of the councils in Annexe 5 of the Greater Cambridge Housing Strategy

2019 — 2023 (or successor document) will apply.

The position will be further reviewed when the Greater Cambridge Housing Strategy is
refreshed in 2023 and as part of the work on the emerging Greater Cambridge Local
Plan.
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