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|. Purpose of this Guidance Note

The purpose of this Guidance Note is to set out for prospective applicants how
First Homes are to be delivered in Surrey Heath prior to the adoption of the new
Local Plan 2019-2038 (due to be adopted in 2023) having regard to the National
Guidance and Surrey Heath’s current Development Plan.

It also sets out local connection criteria to be used in determining First Homes
eligibility. This Note was agreed by Executive on 7th December 2021.

2. Background

On 24th May 2021, the Housing Minister made a Written Ministerial Statement to
Parliament which set out changes to planning policy including the introduction of
First Homes, with effect from 28th June 2021. This sets out that First Homes are
the government’s preferred discounted market tenure and, for planning
applications determined after 28 December 2021, at least 25% of all affordable
housing units delivered by developers must be First Homes (Section 5 below sets
out the transitional arrangements for the introduction of First Homes).

Details of First Homes are included in an updated Planning Practice Guidance
(PPG).

2.1 What are First Homes?

First Homes are a specific form of discounted market sale housing for first time
buyers which meet the definition of affordable housing for planning purposes. The
PPG sets out the following national criteria for First Homes:
* First Homes must be sold at a minimum discount of 30% below their full
market value.
* The discount is to be retained in perpetuity through a restriction registered
on the title at HM Land Registry.
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* The first sale must be at a price no higher than £250,000 once the discount
has been applied.

2.2 Who can purchase a First Home according to the national
criteria?

In order to purchase a First Home, at both the initial sale and at any future resale,
buyers must meet all of the following eligibility criteria set out in the PPG:
= All purchasers must be first time buyers as defined in paragraph 6 of
Schedule 6ZA of the Finance Act 2003 for the purpose of Stamp Duty
Relief.
* Purchasers must have a combined annual household income of no more
than £80,000.
* Purchasers should have a mortgage or home purchase plan to fund a
minimum of 50% of the discounted purchase price.

2.3 First Homes criteria to be applied in Surrey Heath

The PPG advises that Local Authorities can set a greater discount of 40% or 50%
and/or a lower price cap if they can demonstrate a need for this. The PPG also
advises that Local Authorities can apply their own set of local eligibility criteria
based on local needs, which can include a lower income cap for buyers, a local
connection test or criteria based on employment.

Until the new Local Plan is adopted, the Council will be applying the national
criteria for First Homes (30% discount, £80,000 income and £250,000 price cap).
However, in order to meet local needs and to allow people to get on the housing
ladder in their local area, the Council has set Local Connection criteria for First
Homes eligibility as set out below.
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2.4 Surrey Heath Local Connection Criteria:

In addition to the criteria in Section 2.2, at least one purchaser must be able to
demonstrate that they meet one of the following criteria:

* Normally a resident in Surrey Heath — they are a current resident of the
Borough and have been so continuously for the last 6 months or have lived
in the Borough for 3 years during the previous 5 years; or

* Their place of employment is in Surrey Heath, and they have a current
permanent contract for at least 16 hours a week that they have been in
continuously for at least the previous 6 months; or

" They have a close family connection to the Borough, defined as a father,
mother, brother, sister or adult children who are usually resident in the
Borough in line with the criteria in (a); or

* There is an exceptional reason for allowing a discretionary local connection
to the Borough in order to access the scheme, which will be assessed on
individual circumstances.

In recognition of their unique circumstances, there is a statutory exemption from
local connection criteria for all members of the Armed Forces.

Local connection criteria 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 revert to only the national criteria set out in Section 2.2.

3. The Surrey Heath Current Local Plan

3.1 What does Surrey Heath’s current affordable housing
policy say?
The existing Affordable Housing policy is Policy CP5 of the Adopted Core

Strategy which seeks a target of 35% of all net additional housing as affordable
(varies according to site size), split evenly between social rented and intermediate.
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Policy CP5 of the Adopted Core Strategy (2012) - extract:
Over the lifetime of the Core Strategy, the Borough Council will seek a target of 35% of all net
additional housing as affordable, split evenly between social rented and intermediate

The Borough Council will negotiate the overall quantity and type of on-site affordable housing on a site
by site basis, based on the following thresholds and targets: -

Developments of 5-9 units (net) — 20% on site provision
Developments of 10-14 units (net) — 30% on site provision
Developments of 15 or more units (net) — 40% on site provision

The Borough Council will also negotiate a 20% affordable housing equivalent financial contribution on
sites of 3-4 units (net).

3.2 How is Policy CP5 of the Core Strategy affected by First
Homes?

The introduction of First Homes means that at least 25% of all affordable housing
units should be First Homes. Once a minimum of 25% First Homes has been
accounted for, the PPG sets out that social rent should be delivered in the same
percentage as set out in the Local Plan and the remainder of the affordable
housing tenures (75% of the total affordable units) should be delivered in line with
the proportions set out in the Local Plan policy. This will therefore be the
Councils starting point in discussions with applicants.

While the overall targets for total affordable housing provision on development
schemes in Surrey Heath will remain unaffected by First Homes, First Homes will
now account for 25% of the affordable housing provision and the proportions of
affordable housing tenures set out within Policy CP5 will make up the remaining
75% with priority given to the delivery of social rent.

After the 25% of First Homes is accounted for, social rent should be delivered in
line with Policy CP5 (half of the overall affordable provision), with the remainder
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to be intermediate housing. This would result in the following percentage
breakdown of affordable tenures:

Affordable Tenures Target
First Home 25%
Social Rent 50%
Intermediate 25%

3.3 Worked example

= |00 unit scheme before and after First Homes takes effect
* Policy CP5 requirement for 40% affordable housing = 40 units in total

Development Proposal Affordable Tenures

Without First Homes (i.e. for developments 20 social rented units

granted permission before 28 December 2021*) | 20 intermediate units

10 First Homes units

With First Homes (i.e. for developments granted

20 social rented unit
permission after 28 December 202 %) Soctal rented units

|0 intermediate units

*Or 28 March 2022 where there has been significant pre-application engagement
(Transitional arrangements set out in Section 5).
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3.4 How do First Homes interact with the requirement in the
NPPF for 10% of homes to be available for affordable
ownership on major schemes?

The NPPF sets a requirement that, where major development is proposed, at least
10% of homes should be available for affordable home ownership. The 25% First
Homes contribution can make up or contribute to this 10% requirement.

As the Council’s Development Plan requires 40% affordable housing for
developments of |5 units and above, it is expected that the 25% First Homes
contribution will make up the 10% affordable ownership requirement in most
instances.

However, if a planning application for a major housing site (10 or more units) in
which 25% of the affordable homes are First Homes does not meet the 10%
affordable home ownership expectation in the NPPF, additional affordable
ownership homes may be provided on top of the First Homes provision in order
to meet this expectation.

It is expected that where additional affordable home ownership homes are needed
to meet the 10% NPPF requirement, then applicants are encouraged to provide
the additional affordable home ownership products such as ‘shared ownership’
homes to enable access to an alternative affordable home ownership model.

3.5 Exemptions

Where specific developments are exempt from delivering affordable home
ownership products (Paragraph 65 of the NPPF) they are also exempt from the
requirement to deliver First Homes. This exemption applies to development
which:
= provides solely for Build to Rent homes;
= provides specialist accommodation for a group of people with specific needs
(such as purpose-built accommodation for the elderly or students);

SURREY HEATH BOROUGH COUNCIL
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" js proposed to be developed by people who wish to build or commission
their own homes; or
» s exclusively for affordable housing or a rural exception site.

4. Developer Contributions

4.1 Securing First Homes through Planning Obligations

First Homes will be secured through Section 106 planning obligations' and will
make up a minimum of 25% of all affordable housing units on any development
scheme which is required to provide affordable housing. When a First Home is
sold by the developer to the first owner, a restriction is to be entered onto the
title register identifying the unit as a First Home. This restriction should ensure
that the title cannot be transferred to another owner unless the relevant local
authority certifies to HM Land Registry that the First Homes criteria and eligibility
criteria have been met, including the discounted sale price.

4.2 Can First Homes be delivered through cash
contributions?

In accordance with paragraph 63 of the National Planning Policy Framework
(NPPF), 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. This expectation is also set out in Policy CP5 of the Core Strategy
which states that a financial contribution will only be acceptable where on-site
provision is not achievable and where equivalent provision cannot readily be
provided by the developer on an alternative site.

' The Government has published Model Section 106 Agreements at Gov.uk which the Council will use as a basis to
secure First Homes.
2 Model title restriction included in Appendix .
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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.

4.3 Are First Homes CIL Liable?

The Community Infrastructure Levy (CIL) Regulations 2010 allow developers of
First Homes to obtain an exemption from the requirement to pay CIL.
Mandatory social housing relief can apply in respect of dwellings where the first
and subsequent sales are for no more than 70% of their market value. To be
eligible, a planning obligation must be entered into prior to the first sale of the
dwelling designed to ensure that any subsequent sale of the dwelling is for no
more than 70% of its market value. As First Homes will be provided at a minimum
discount of 30% of the market value, this relief will therefore be available for First
Homes.

4.4 Valuations and prospective buyers

It is expected that the valuation process and verification are to be managed by the
developer and lender. During the initial sale of a First Home, the developer is
required to commission a RICS registered surveyor for a valuation which will be
approved by the mortgage lender’s valuation and shared with the Council under
the S.106 agreement.

It is also the responsibility of the developer to ensure that prospective purchasers
of First Homes meet the eligibility criteria through:
= Assisting prospective buyers in the completion of an application pack.
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= Submission of the application pack to Surrey Heath Borough Council for
review and notice of Authority to Proceed.

5. Decision making

5.1 Transitional Arrangements

The new First Homes policy requirement does not take effect for the following:

* Development 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 pre-application engagement* which are determined before
28 March 2022.

*significant pre-application engagement means any substantive discussions
between the local planning authority and the applicant relating to the proposed
quantity or tenure mix of the affordable housing contribution associated with that
application.

5.2 Section 73 Applications

The requirement for First Homes 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.

6. First Homes Policy in Surrey Heath — Next
Steps
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The Surrey Heath Local Plan is currently at Draft Regulation |8 stage and is due to
go out to consultation in early 2022. The Draft Plan will incorporate the
requirement for First Homes within an Affordable Housing policy and a First
Homes Exception Sites policy. The Plan is due to be adopted in 2023 and this
Guidance Note applies in the interim.

6.1 Will further local criteria be set in Surrey Heath?

Any changes to the national criteria such as a greater discount, lower price cap or
lower income cap would be set through the Local Plan process. In the interim, the
national criteria are to be applied for First Homes in Surrey Heath as set out in
Section 2.3 in addition to the local connection criteria set out in Section 2.4.

Should you require any further information please contact the Planning Policy
team: planning.policy@surreyheath.gov.uk

For advice on the suitability of your development proposal it is recommended that
you submit a request for pre-application advice (please note this is a fee paid
service): Pre-application service on Surrey Heath Borough Council Website
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Appendix |: Model Title Restriction

The Council will use the following model title restriction which is a variation on a
standard Form L restriction which has been prepared by the Government with
HM Land Registry for this purpose. This model title restriction is part of the
government’s published template planning obligations:

No disposition of the registered estate (other than a charge) by the proprietor of the registered estate or
by the proprietor of any registered charge, not being a charge registered before the entry of this
restriction, is to be registered without a certificate signed by [Local Authority] of [address] or their
conveyancer that the provisions of clause XX (the First Homes provision) of the Transfer dated [Date]
referred to in the Charges Register have been complied with or that they do not apply to the disposition.
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