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decent affordable home

SEA theme (s):
Material assets, population, human health

1. Introduction

1.1 Affordability (or unaffordability) of housing for people living in Oxford is a key issue
to address in LP2040, and is also a corporate priority of the City Council more broadly. It is
an issue that goes back many years as a result of the high land values and property prices in
Oxford, not being matched by salaries, resulting in many people being priced out of the
market to buy or even to rent homes in Oxford.

1.2 The problems cannot be solved by planning policies alone but LP2040 can help to
address it, alongside other Council initiatives and programmes including the Affordable
Housing Delivery Programme and the Council’s housing company OX Place delivering
homes.

1.3 This paper explains the key issues relating to affordable housing needs in Oxford. It
then explains how LP2040 policies seek to address these needs with policies to deliver
affordable housing that reflects the local circumstances in Oxford (especially that they need
to be truly affordable to Oxford residents).

1.4 This paper helps to explain the following housing-related policies:
e H2 Delivering affordable homes
e H3 Affordable housing contributions from new purpose-built student
accommodation
e H4 Affordable housing contributions from self-contained older persons
accommodation
e H5 Employer-linked affordable housing.

1.5 These housing-specific policies are also supported and complemented by key
overarching principles in LP2040 such as prioritising housing delivery on new sites and
ensuring most efficient use of land to maximise capacity for delivering new homes, and
measures to address Oxford’s unmet housing needs.

1.6 This paper focuses on the affordability of housing and factors affecting the delivery
of affordable housing, whilst the supply and demand is covered in Housing Need
Background Paper 1. There is also a further housing-related background paper which



considers specialist housing types and sizes, including homes for older persons and student
accommodation.

2. Policy Framework

National Planning Policy Framework and Planning Practice

Guidance

2.1 In the National Planning Policy Framework (NPPF), providing a supply of housing,
including affordable housing, is identified as a key element for delivering sustainable
development (NPPF paragraph 8). The NPPF sets out that Local Plans must support delivery
of market and affordable housing to meet the needs of their area, unless this would
compromise key sustainable development principles. Planning Practice Guidance (PPG) sets
out further clarification about how the NPPF should be applied.

2.2 Elements of national policy and guidance that are particularly relevant to delivering
affordable housing in Oxford are:

e The threshold of 10 dwellings for seeking developer contributions towards
affordable housing (thereby exempting developments of 1-9 dwellings from
affordable housing requirements).

e The Permitted Development Rights for conversion of office to residential, which has
a similar impact of effectively exempting those conversion developments from
affordable housing contributions.

e The requirement that a minimum of 25% of all affordable housing units secured
through developer contributions should be First Homes.

Housing and Planning Act 2016

2.3 The Housing and Planning Act (2016) sets out measures intended to boost the supply
of new housing nationally, to devolve significant new powers to a local level, and to support
first time buyers to make home ownership more affordable.

2.4 The main implication for the supplies of affordable housing was the introduction of
the Starter Homes initiative (which sell at 80% of market levels). There were also various
reforms to social housing, which do not directly impact the delivery of new affordable
housing but do affect the supply of Social Rent housing available because of initiatives such
as right to buy.

Oxford City Council Corporate Plan 2020-20241

2.5 The City Council identifies housing affordability as a key issue facing the city, both for
local people and local employers. The Corporate Plan identifies delivering affordable
housing as one of the key priorities and seeks to help deliver an increased supply of high
quality, energy efficient, accessible and affordable housing, including new council housing as
well as other types of homes to rent and for sale at different prices.

1 https://www.oxford.gov.uk/info/20328/our_strategy 2020-24
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Oxford City Council Housing, homelessness and rough sleeping

strategy 2023-20282

2.6 Oxford City Council’s Housing, homelessness and rough sleeping strategy 2023-2028
sets out intentions to provide more affordable and low carbon homes, alongside wider
intentions to improve conditions for those renting homes, and to prevent homelessness and
rough sleeping. Providing more, affordable, homes is identified as a key priority, and actions
to deliver this include OX Place delivering a build programme, working with housing
associations to build new homes including Social Rent, and working with neighbouring
councils to ensure that more affordable housing is built in and around Oxford.

3. Current situation

3.1 Oxford is one of the least affordable cities, due to the mis-match between average
house prices/rent levels and average salaries (the affordability ratio). This has been the
situation for a number of years. The high cost of housing in Oxford, compared to wages,
(known as housing affordability) has many impacts and consequences, and many people
who work in Oxford cannot afford to live here.

3.2 Buying a home in Oxford costs on average 11.9 times a person’s salary® based on
2023 prices and wages data; this makes it one of the least affordable places in the country.
This has consequences for the economy and key services, as employers struggle to attract
and retain staff, including essential hospital staff, health and social care workers, teachers,
as well as those in retail, hospitality, and office workers. There are also potential social
impacts on families and communities who may be split up because of housing costs. Even
when applying so-called affordable housing purchase products, such a shared ownership or
First Homes, it is still unaffordable for many people in Oxford to own their own home.

33 As a consequence of high house prices, there is a large private rented sector in the
city. However rent levels are also very high, so renting a home via the private-rented sector
is also out of reach for many people. This can result in Oxford’s workforce needing to share
rented accommodation or needing to commute into the city in order to find suitable
accommodation.

3.4 With many of the market-based housing options unaffordable for people, then Social
Rent housing plays an important role in meeting affordable housing needs in Oxford. It is
estimated that 54% of households cannot afford to buy or rent at market rates in Oxford
(HENA Table 9.18).

35 Social Rented housing is the lowest cost compared to market values. Tenants rent
from the City Council or a Housing Association, usually at about 40% of market cost, thus as
the lowest cost option it helps provide housing for those in greatest need. Unsurprisingly,

2 https://www.oxford.gov.uk/info/20010/housing/370/housing_strategies
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there is a huge demand for this type of housing in the city yet it is also the most expensive
to build (due to the larger discounts on returns). There are also significant numbers of
people who do not have sufficient priority on the housing register to be considered for
Social Rent (when compared to households in even greater housing need), yet the market
housing is also out of reach. So it is also important that intermediate types of housing (such
as shared ownership models) continue to be provided for as well.

Oxford City Housing Register

The Oxford City Council Housing Register records how many people have registered to
apply for Social Rent housing in the city.

At August 2023 there were 2,780 people waiting on the housing register for social housing
but only 490 properties likely to become available.

Oxfordshire Housing and Economic Needs Assessment (HENA, 2022)

The HENA looks at Oxfordshire’s housing needs overall, including the need for affordable
housing. The HENA calculates a per annum need of 1,010 social or affordable rented units
(Table 9.11 in HENA). These housing types meet the needs of those in greatest housing
need, who do not have other options. This level of need is greater than the total annual
capacity for housing in the city, and well beyond what can be met. The need for
affordable home ownership is calculated in the HENA as 492 per annum.

Why is Oxford so unaffordable

3.6 The standard ‘planning measure’ of housing affordability is the house price-to-
workplace earnings ratio. The latest data, for 2021, points to median house prices of 11x
earnings across Oxfordshire, with an affordability ratio in Oxford of 12.0 which has been
steadily increasing (worsening) over time (HENA para 4.2.7).

3.7 This is explored in the HENA in more detail in Chapter 4, looking at various sources of
data on affordability to understand these trends in more detail and the impacts on those
trying to buy houses. Note, the assessment of the levels of need for affordable housing is
covered within the Housing Need Background Paper, which explains the housing need and
requirement policies in the plan.

3.8 To illustrate what this means in practice, the median house price in Oxford for 2023
is £450,000 (ONS4) against a median household income of £44,000 in 2022 (HENA Table
9.3). Or to look at it another way, the HENA makes an assumption of 30% of household
income on housing costs as being affordable (although many of course do pay more than
this), which from average incomes would be £13,200pa (or £1,100 per month rent). Which is
a further illustration of why private sector housing even to rent is beyond the means of
many households in Oxford.

3.9 Regardless of the method is used, Oxford is one of the most expensive places to buy
or rent a property in comparison with monthly earnings, as a result of high land values,
limited land availability, and a shortage of homes. This means that housing is so expensive -
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in absolute terms and compared to average salaries that many people are priced out of the
market and many people who work in the city are unable to afford to live here.

Affordable housing delivery

3.10 The City Council has been working to increase the delivery of affordable homes
through a number of measures. Some affordable housing is delivered through planning
permissions on qualifying sites, some is delivered directly by the City Council through the
affordable homes programme, and some is now being delivered via the City Council’s
Housing Company OX Place. There are also various other complementary programmes and
initiatives by the City Council to tackle homelessness, reduce empty homes etc.

Year Affordable housing completions

2016/17 20

2017/18 17

2018/19 105
2019/20 104
2020/21 144
2021/22 274
2022/23 273

Affordable housing completions, taken from Authority Monitoring Report 2022/23

4. Feedback from consultation

4.1 A broad range of comments were received at the 2021 Issues Consultation, and also
the 2022 and 2023 Preferred Options (Regulation 18) consultations in relation to affordable
housing.

4.2 At the Issues stage of consultation (2021) the responses showed that providing more
truly affordable housing was a priority for respondents, and also providing housing for those
in greatest need (eg Social Rented). Providing housing for first time buyers was identified as
important but not such a priority, and housing for key workers was a priority for a lot of
people.

4.3 The Autumn 2022 Preferred Options consultation explored these views in more
detail, and responses showed that there was public support to continue to prioritise
affordable housing as the main community benefit from developments so that developers
are required to provide as much as possible, and also that affordable housing to rent (eg
Social Rent) should be a priority over affordable housing for people to buy (shared
ownership or First Homes). Comments in relation to First Homes were split opinion, with
some querying the proposal to not follow national policy and others supportive and
preferring to prioritise other needs rather than ownership. Some comments also questioned
whether 50% affordable housing on sites was achievable due to viability.

4.4 In terms of contributions towards affordable housing from student accommodation,
some comments queried whether this was appropriate, given that the landowners would



not bring the site forwards for market or affordable housing, and suggested it could put off
the universities from developing their own accommodation or fewer sites being developed.
they also supported the continuation of exceptions to the policy. Other people questioned
the need for additional student accommodation or thought that the threshold for AH
contributions should be lowered.

4.5 Comments about the employer-linked housing policy were mixed. Some comments
supported and welcomed the idea, whilst others raised concerns such as impacts on the
employer/employee relations as a result of linking housing with conditions of employment,
or that people would stay in jobs for fear of losing housing if housing is tied to employment.
Suggestions to increase the scope of employers which could quality for the policy. Need
careful legal wording to avoid the homes later being sold on for profit.

4.6 The Preferred Options (2023) consultation focussed on the HENA, and so although it
references affordable housing it is more about the need for it, and the mix, which are
covered in Background Papers for Housing Need and Requirement, and Housing Mix.
Comments in that consultation were not so relevant to the policy topics in this background
paper. Although the matters are linked, for example the housing mix policies will shape the
viability, which in turn could influence the overall level of affordable housing that a site
could deliver.

5. Likely trends without a new local plan

5.1 Overall the affordability of housing in Oxford is likely to worsen in future as the lack
of land for housing and increasing land values push house prices up further. The supply of
affordable homes in Oxford is also likely to worsen, particularly Social Rent, but also market
rates and discounted purchase options, such as shared ownership. Market rental prices are
also likely to increase as the unaffordability of buying homes puts additional pressure on the
rental market. In turn this also affects the types of homes required, for example more
people may turn to HMOs as a more affordable option.

5.2 The supply of affordable housing is being challenged due to the compounding impact
of: a general lack of land supply for new homes within Oxford, losses through Right to Buy,
especially since the increased discount introduced in 2012; changes to national policy which
reduce the opportunities for delivering new affordable homes through developer
contributions, for example the city is not allowed to secure affordable homes when new
homes are delivered via office to residential prior approval B56 permissions, and even with
an updated local plan this situation would not change; and caps on rental incomes for local
authorities or registered providers set nationally.

5.3 Together these factors are likely to impact on the overall numbers of new affordable
homes delivered, as well as the mix and balance of communities in Oxford during the Plan
period.



5.4 If the affordability of housing worsens, then there would also be other knock-on
effects because it affects not just where people can afford to live and quality of life, and also
impacts the economy as employers in key sectors in Oxford have problems recruiting and
retaining staff. If economic growth is constrained, then this affects not just Oxford but the
wider region and even national economy as Oxford is a net contributor nationally.

5.5 The City Council is committed to increase the delivery of affordable housing through
several initiatives which are outside of plan and would happen anyway without the plan.
The City Council has set up OX Place as a wholly owned company, which has an aim of
delivering more affordable housing. The Council’s Affordable Housing Delivery Programme
also directly delivers new homes as well as taking on homes from developer contributions.
But there also needs to be supply from other sources (through developer contributions and
housing associations) so overall it would be more difficult to deliver affordable housing
without a plan.

5.6 The City Council has also been working with the other Oxfordshire district councils to
help deliver homes to address Oxford’s unmet need outside the city boundary.
Neighbouring Local Plans make provision for these additional homes, including delivery of
affordable homes. The City Council has been working with its partners on the allocation
policy and management of those new affordable homes in adjoining districts, in particular
ensuring that those on Oxford’s housing register will be eligible to apply for the new homes.
However without an up-to-date local plan to establish the housing need and housing
requirement then it is less certain that unmet need within adjoining districts would be
delivered because it would be difficult for those authorities to deliver additional housing
over and above their own requirements if it has not been tested by an Inspector.

5.7 Affordability is also influenced by government policies related to incentivising home
ownership and house building including delivery of affordable housing, which would
influence affordable housing delivery in Oxford with or without a plan.

5.8 Most of these initiatives focus on helping people to purchase homes, however the
nature of the housing market in Oxford means that even with those support measures,
purchase options are still out of reach for many people in Oxford and/or they are not
workable or viable for developers. In particular the First Homes scheme which was
introduced nationally post the LP2036 being adopted.

5.9 All major (10+ dwellings) planning applications are subject to the national policy
requirement to deliver 25% of the affordable element as First Homes. This requirement is
already having a major impact on the amount of Social Rented accommodation (and
intermediate housing) that can be delivered in Oxford and is negatively impacting the
amount of affordable housing provided for those in greatest need. See further explanation
about the local evidence in the next section of this paper.

5.10 So overall these national initiatives in terms of affordable housing delivery, and
especially Social Rent, may be fairly limited in terms of take-up and their effectiveness in
addressing housing needs in Oxford because the high prices and unaffordability pressures
simply do not fit with the national models. Which is why local policies are needed in the



LP2040 which are bespoke to address the particular circumstances and housing needs in
Oxford.

5.11 Inrecent years, external economic factors —including Brexit and the war in Ukraine —
have also affected construction costs and availability of materials, as well as rises in the
costs of borrowing. These have significantly affected viability of developments, as explained
in more detail in the Viability Study. This affects how much value can be captured to deliver
public goods, such as affordable housing, and also the supply of housing generally.

6. Policies in LP2040 to address these issues and evidence that
has shaped the policies

6.1 To address the issues set out above, and taking into account the evidence base, the
LP2040 includes several policies which aim to deliver affordable housing and improve the
supply of affordable homes:
e H2 Delivering affordable homes
e H3 Affordable housing contributions from new purpose-built student
accommodation
e H4 Affordable housing contributions from self-contained older persons
accommodation, and
e H5 Employer-linked affordable housing

6.2 The LP2040 will help to address the issues explained earlier in the background paper,
by setting a policy framework to deliver affordable housing through developer contributions
as part of qualifying housing sites of 10+ dwellings (or equivalent C2 uses) and also to enable
key employers to bring forward affordable housing schemes on their own sites, to help
address affordable housing needs of their employees. The plan also sets out the priorities
for the types of affordable housing to be delivered (the tenure). Because of the extreme
unaffordability issues in Oxford, the plan prioritises those in greatest need, which are those
on the housing register waiting for Social Rent homes.

Overall level of affordable housing and tenure split

6.3 For several years, planning policies in Oxford have set ambitious targets of 50% of all
major developments to be delivered as affordable housing, reflecting the severity of the
affordable housing need in Oxford. However, the Plan needs to demonstrate that any
requirements are deliverable and will not fetter the market, and therefore a whole-plan
viability assessment was commissioned to enable us to consider the appropriate level of
affordable housing for the new local plan. The Viability Study (2023) explores the impacts of
different levels of affordable housing contributions, as well as other contributions which
might be sought via the Plan including Community Infrastructure Levy (CIL). This has
informed the drafting of the affordable housing policies in the Local Plan 2040.

Viability Study 2023

The study tests the ability of developments to accommodate emerging contributions
policies, as well as CIL. It assesses at a high level the viability of development typologies




representing sites that are expected to come forward over the life of the 2040 Plan.

6.4 Since the adoption of the OLP2036 (June 2020), several factors have resulted in
needing to review the adopted policy approach of seeking 50% affordable housing (H2 in
OLP2036) in the OLP2040. These factors include the impacts of the global pandemic and
Brexit upon build costs and supply chains, plus the war in Ukraine and global inflation, all of
which have added to the finance costs of development. This has impacted on viability and
subsequently the capacity for residential development to deliver affordable housing (and
other) contributions for the public good. In addition, the introduction of the requirement by
Government to deliver First Homes also has an impact upon scheme viability, particularly in
the specific context of Oxford where house prices are so high, and these impacts were
explored in the Viability Study 2023.

6.5 In preparing the LP2040 there are two key principles that we are seeking to balance
in setting the levels in the developer contributions policies:

e To maximise the community benefits from developer contributions but without
undermining the delivery of sites/the Plan; and

e To set the levels so that most schemes can viably deliver the policy requirements,
whilst also retaining some flexibility to take site-by-site circumstances into account
where necessary (but this should be only a minority of schemes, in order to not add
unnecessary complexity or delays to the development management process).

6.6 The analysis in the Viability Study illustrates that continuing to seek 50% affordable
housing with an 80/20 split of social rented to intermediate housing (or the 25/70/5 split as
amended to include First Homes), would be challenging for a significant proportion of the
likely types and sizes of residential developments which are expected to happen in Oxford
during the plan period.

6.7 There is a strong relationship between the overall level of affordable housing sought
and the tenure split of the affordable element, because the tenure affects the overall profits
of a development and therefore the overall level of affordable housing that can be
sustained. So these elements of the policies cannot be determined in isolation.

6.8 For many years Oxford City Council has prioritised the Social Rent element of
affordable housing, for those in greatest need. This is however also the costliest tenure for a
development to absorb, so it can mean fewer affordable homes overall, and there is a trade-
off to be balanced.

6.9 Another key factor influencing the tenure split of affordable housing is the national
policy requirement to deliver First Homes within the affordable element. This initiative is a
specific kind of discounted market sale housing, which is limited to first time buyers and
there are several other criteria that have to be met for someone to be eligible. After the
discount has been applied, the first sale must be at a price no higher than £250,000 (cap set
nationally) so in the context of Oxford property prices then this severely limits the type or
size of properties which can be delivered under that model. A First Homes Policy Statement



Technical Advice Note (TAN 16)) was published in March 2022 setting out how the First
Homes requirements affects policy H2.

6.10 This relationship is particularly evident in reviewing the impacts of the First Homes
requirement: the key housing need priority in Oxford is one bed homes at affordable rents,
but the criteria for First Homes (including the price cap and discount levels) often skews the
housing mix on sites so that most 1-bed homes go to First Homes rather than the rented
sector where the need is greatest. This is a concern in addressing affordable housing needs
in Oxford, and how the one size fits all national policy does not address the local
circumstances in Oxford.

6.11 The introduction of the First Homes requirement has already had a detrimental
effect on delivery of Social Rented housing in Oxford (which was formerly 80% of the tenure
split of affordable housing), as well as funnelling smaller dwellings to First Homes because of
the national price cap policy. To prioritise Social Rented and regain control of delivering the
size of properties the city needs, it is concluded to be necessary to remove the requirement
for First Homes through the Local Plan, with compelling evidence that the inclusion of First
Homes is detrimental to meeting the city’s housing need. Furthermore whilst First Homes
are currently a requirement of national policy, it is noted the intentions in the draft revised
NPPF which attaches more weight to the delivery of Social Rented housing in new
development and remains silent on First Homes. Appendix 1 contains a more in-depth
discussion of the reasons for not including First Homes in the tenure split.

6.12 One option considered was whether to continue with the 50% target, recognising it
was highly ambitious and that only a limited number of sites would be able to meet the full
Local Plan policy requirements whilst many would be seeking an exemption and need
assessing on a case-by-case basis. However this would mean more uncertainty to the
development industry and could even hinder sites coming forward, neither of which are in
the spirit of national policy. So instead various scenarios were modelled in the Viability
study to help understand the impacts of variations in the overall level of affordable housing
sought (varying from the current LP2036 policy of 50% of units on a site, all the way down to
0%), and also variations in the tenure split (varying from 80% Social Rent as per LP2036
policy H2 to 25%, and various combinations of shared ownership and First Homes alongside
that).

6.13 The scenarios and combinations of options tested in the modelling can be
summarised as in the table below (each option was modelled at 5% increments):

Option Overall affordable Of which % Social Of which % Shared Of which % First
housing percentage | Rented Ownership Homes

1 0% up to 50% 70% 5% 25%

2 0% up to 50% 80% 20% -

3 0% up to 50% 25% 50% 25%

4 0% up to 50% 50% 50% -

5 0% up to 50% 50% 25% 25%




6.14 These were then modelled for delivering a range of sizes and typologies of
residential development (variables such as scheme size, density and make up), as well as
against different sales values for different parts of the city, and for different benchmark land
values (i.e., the value of the original use of the site for brownfield or greenfield). The
modelling for these scenarios helps us to explore the likely implications of adjusting either
the overall percentage of affordable homes sought, and/or adjusting the tenure split. It
should be noted that in interpreting the modelling results in the Viability Study, it is not the
intention that every single output of the models needs to be ‘green’ (viable): rather we
would expect a mixture of viable and non-viable outputs under each scenario. If a
development type is shown as unviable in a scenario, it simply means those sites or land
uses are more likely to stay in their existing uses (i.e., it is not viable to redevelop those sites
to residential use), and this is a normal result in a Local Plan Viability study. For example, the
results show that typically retail is not viable to change to residential, and that is generally
the case even if there is very little or no affordable housing; it is simply the case that, at the
current time, it is not viable to change from that use to residential use.

Overall level of affordable housing and tenure split conclusions

6.15 These factors have shaped the affordable housing policies so that Policy H2 sets a
new target of 40% affordable housing, but still prioritises Social Rent tenures with a split of
80% Social Rent and 20% intermediate. This is the most appropriate balance of sites being
policy-compliant whilst maximising community benefit and the priorities to address those in
greatest need of housing in Oxford.

6.16  For other types of residential development where the site would have otherwise
been suitable for C3 residential development, and therefore assumed to be making a
contribution towards affordable housing (purpose-built student accommodation and older
persons accommodation), then Policies H3 and H4 set out how an equivalent to 40%
contribution will be sought for provision of affordable housing off-site. Overall, the study
shows that there are significant variations in the percentages of affordable housing that can
be provided from sites, and it is affected by a range of factors including the private sales
values, scheme composition (i.e., flats or houses), and benchmark land value of the existing
use. The results do not point to any level of AH that all types of schemes can viably deliver.
Therefore, it is a judgement to set a level that does not render the majority of potential
schemes unviable whilst also considering its commitments and priorities.

6.17 Policy H2 also requires that the provision of affordable housing as part of
development, be delivered on-site. This is important in delivering mixed and balanced
communities in Oxford where there is so little land availability and few ‘strategic’ scale
housing sites.

6.18 Policies H2, H3, H4 also include flexibility to respond in the event that the policy
requirement of 40% affordable housing were to make a development not viable. In that
circumstance, there is a cascade to follow (set out in Policy S4) where the affordable
housing contribution is reduced until the development becomes viable.

6.19 In considering the options it is important to bear in mind that the planning
requirements are not the only determining factor in how much affordable housing or Social



Rent ultimately get delivered on a site. There are also wider influences, including the role of
grants from Homes England, in shaping what gets delivered on a site. Although this is not a
direct planning policy issue, it is relevant because it changes in the way that Homes England
administer grant to local authorities which then impacts the viability for developers. Hence
for some sites the developer may opted to deliver 100% affordable housing on a site
because the viability works better for them in the current policy (LP2036 and national
policy) and financial context for them to do so. Although this is not necessarily a win-win
situation for communities in Oxford, because whilst it delivers a higher number of Social
Rent units than might be expected, it also then means that those sites do not deliver any CIL
contributions to contribute towards essential infrastructure across the city.

6.20 The other significant input into the costings of a development is CIL contributions, so
it has also been explored whether reducing or removing CIL could help to deliver affordable
housing. The CIL charging schedule is unchanged for residential in the CIL Partial Review
process which is ongoing alongside the LP2040 (see separate consultation on CIL Partial
Review, also Autumn 2023).

Employer-linked affordable housing

6.21 The other important policy in delivering affordable housing in Oxford to complement
the policies above, is the employer-linked affordable housing policy H5, which is also
intended to boost the supply of affordable housing where there are willing employers. In
Oxford, there is high demand for accommodation in the private rental sector as a lower cost
option that renting or purchasing individual properties. The employer-linked policy was first
introduced in Oxford in the LP2036 as an innovative way for employers to address this issue
by allowing the creation of “employer-linked affordable housing” as an alternative to the
provision of the traditional “market and affordable” split. This unique tenure allows
employers (such as the University of Oxford or the Hospital Trusts), to provide
accommodation for their workers at reduced rents on sites owned by them, where the
prospect of Socially-Rented accommodation coming forward at these sites would prejudice
the delivery of homes for staff who would potentially not be able to afford to live in the city.
Monitoring of the LP2036 policy shows that affordable homes are being delivered in this
way, such as at the John Radcliffe site, so the principle has been carried forward into Policy
H5 following further engagement with key employers.

7. Conclusions

Policy H2 Delivering affordable homes

Planning permission will only be granted for residential development if affordable
homes are provided in accordance with the following criteria:
a) On self-contained residential developments (including for example C3 and C4
but excluding student accommodation and employer-linked housing) where
sites* have a capacity for 10 or more homes (gross) or exceed 0.5 ha, a
minimum of 40% of units on a site should be provided as homes that are truly
affordable in the context of the Oxford housing market.
b) At least 80% of the affordable units on the site should be provided as onsite
Social Rented dwellings. The remaining element of the affordable housing may



be provided as intermediate forms of housing onsite provided that they are
affordable in the Oxford market.
c) The affordable homes must be provided as part of the same development (i.e.
on site) to ensure a balanced community.
d) Where affordable housing is provided onsite it should incorporate a mix of unit
sizes (see Policy H6 on housing mix for affordable homes).
* site area includes everything within the red line boundary of the planning
application, which may include existing properties which are being materially altered.

Where the number of dwellings (including conversions and changes of use) proposed
falls below the thresholds set out above, the Council will consider whether the site
reasonably has capacity to provide 10 or more dwellings that would trigger a
requirement to contribute towards affordable housing. This is to ensure that
developers may not circumvent the policy requirement by artificially subdividing sites
or through an inefficient use of land.

If an applicant can demonstrate particular circumstances that justify the need for a
viability assessment and can through an open book exercise demonstrate the
affordable housing requirement to be unviable, a cascade approach should be worked
through with the City Council until development is viable, as set out in Policy S4.

Policy H3 Affordable housing contributions from new purpose-built student
accommodation

A financial contribution will be sought towards the delivery of affordable housing
from proposals for new student accommodation of 25 or more student units (or 10 or
more self-contained student units). Alternatively, the affordable housing contribution
can be provided on-site where both the City Council and the applicant agree that this
provision is appropriate.

Contributions towards affordable housing provision from new student
accommodation will not be sought where:
a) The proposal is within an existing or proposed university or college campus
site, as defined in the glossary; or
b) The proposal is for redevelopment of an existing purpose-built student
accommodation site which at the date of adoption of the Plan is owned by a
university, and which will continue to be owned by a university to meet the
accommodation needs of its students after the redevelopment.

The contribution will be required only from the number of units creating a net gain.
For mixed-use developments which include general housing on the site alongside
student accommodation, then a pro-rata approach will be used to determine whether
a contribution is required, and how much this should be.

The contribution will be calculated using the formula in Appendix 2.1.



Policy H4 Affordable housing contributions from self-contained older persons
accommodation

A financial contribution will be sought towards the delivery of affordable housing
from proposals for new self-contained older persons accommodation of 10 or more
self-contained units. Alternatively, the affordable housing contribution can be
provided on-site where both the City Council and the applicant agree that this
provision is appropriate.

The contribution will be required only from the number of units creating a net gain.
For mixed-use developments which include general housing on the site alongside
older persons accommodation, then a pro-rata approach will be used to determine
whether a contribution is required, and how much this should be.

Where the number of dwellings or units proposed falls below the relevant thresholds
set out above to require affordable housing contributions, the Council will consider
whether or not the site reasonably has capacity to provide the number of dwellings
that would trigger a requirement to make a contribution towards affordable housing.
This is to ensure that developers may not circumvent the policy requirement by
artificially subdividing sites or an inefficient use of land. This policy will apply to all
types of development including conversions and changes of use.

The contribution will be calculated using the formula in Appendix 2.1.

Policy H5 Employer-linked affordable housing

Planning permission will be granted on the following sites for employer-linked
affordable housing for rent.

The sites identified as appropriate for employer-linked affordable housing are:

e Campus sites of the colleges of the University of Oxford and of Oxford
Brookes University. These are sites with academic accommodation existing at
the time of the adoption of the Local Plan, and where academic institutional
use would remain on the site, even with the development of some employer-
linked housing

e Edge of Playing Fields Oxford Academy

e Edge of Playing Fields Bayards Hill Primary School

e Slade House

e Manzil Way Resource Centre

e Warneford Hospital

¢ West Wellington Square

e Osney Mead

¢ John Radcliffe Hospital

e Churchill Hospital

e Nuffield Orthopaedic Hospital

Where this policy is applied, the standard affordable housing requirements of Policy
H2 will not apply, except to any market housing element on the site, or under those
circumstances identified under criterion h).



An affordable housing approach will need to be agreed with the Council setting out
how the proposed affordable homes will be developed and managed by the employers
(or by development partners on their behalf) to meet the housing needs of their
employees.

All of the following criteria must be demonstrated as part of the planning application
and will be secured through the relevant planning permission:

a) the employer has an agreed affordable housing approach in place setting out
access criteria and eligibility, rent policy and rent levels, approved by the City Council
and with an appropriate review mechanism in place; and

b) 100% of the housing should be available to be occupied by those employees who
meet the requirements of the affordable housing approach agreed with the council
and be available in perpetuity; and

¢) the occupation of the housing will be limited to households where at least one
member works for the employer linked to the site (for the duration of their
employment). This also applies to social care workers who work for but are not
employed directly by Oxfordshire County Council and to some NHS staff; and

d) an occupancy register should be kept and made available for inspection by the City
Council at any time; and

e) planning applications must be accompanied by a detailed explanation and
justification of the approach proposed and the mechanisms for securing the
requirements of this policy.

A legal agreement will be required to secure the benefits of this policy. In addition, the
legal agreement will be used to:

f) agree the allocations policy;

g) agree an appropriate re-letting of units in the property in the event that there are
units vacant for more than 6 months;

h) agree that if the employer decides they no longer have a need for the housing, then
the affordable housing requirements detailed under Policy H2 will be applied.



Appendix 1: The Impact of First Homes in Oxford

The policies in LP2040 do not seek to deliver First Homes as part of the affordable housing
tenure mix, because the constraints of the national approach do not apply at all well to the
local circumstances in Oxford: There are significant implications in terms of delivery and in
addressing housing need.

It is considered that Oxford has exceptional circumstances in terms of housing need and
affordability, so in order to prioritise Social Rented and regain control of delivering the size
of homes the city needs, First Homes are not included in the affordable housing tenure split
set out in Policy H2, because of their detrimental effects on meeting the City’s housing
need.

First Homes do not effectively address affordable housing needs in Oxford

There is a very significant need for affordable housing in Oxford. The HENA calculates a per
annum need of 1,010 social or affordable rented units. These housing types meet the needs
of those in greatest housing need, who do not have other options. This level of need is
greater than the total annual capacity for housing in the city, and well beyond what can be
met. It is therefore important to prioritise delivering of it as much as much as possible.
There is a more limited number in a position to buy their own homes, even of affordable
housing types. The need for affordable home ownership is calculated in the HENA as 492
per annum. The HENA also notes that it seems likely that access to owner-occupation is
being restricted by access to capital (e.g. for deposits, stamp duty, legal costs) as well as
potentially some mortgage restrictions (e.g. where employment is temporary) rather than
being entirely due to the cost of housing to buy (although this will also be a factor). There
are likely to be many within the calculated need for affordable housing to buy, who are
excluded from being able to access a First Homes product in Oxford.

Shared Ownership is a more deliverable form of home ownership than First Homes in
Oxford that better meets local needs

The City Council’s wholly-owned housing company, OX Place, working with Oxford City
Council, has started a successful programme of shared ownership homes over the last 18
months. Shared ownership offers a flexibility that First Homes does not — allowing
customers to buy a level that they can afford (from 10% of the property value with the new
lease), increase their share in a property as they are able to, and offering a wider choice of
properties than First Homes can do. Shared ownership requires a lower deposit and meets a
demand that isn’t exclusively first-time buyers, for example, people coming out of a divorce
or even upsizing on shared ownership homes.

Lack of homes that can be discounted sufficiently to meet the criteria and detrimental has
an impact on the mix of affordable homes



When First Homes were introduced by Government, a First Homes Policy Statement® was
published, which relied on viability work to establish whether a 30%, 40% or 50% discount
was necessary in order to achieve the cap of a maximum sales price of £250,000. The same
discount rate must be applied across a whole local authority area. Many areas of the city
require a 40% discount to achieve the maximum sales price cap. With a 40% discount, First
Homes will only work on properties with a full market value up to £415,000 which results in
a very limited house type or size in Oxford — in some parts of the city this means mainly only
one-bed flats, and in most of the city only one and two-bed flats. Even in the areas in the
lower quartile of sales in Oxford, 4-bed units have a market value of 489,000 so are
completely excluded from being available as First Homes.

There is a need for all sizes of unit for social rented housing, but a particular need for one-
bed units. If 25% of affordable homes are First Homes, most likely to be 1-bedroom units
because of the price cap, then this reduces the number of these homes for social rent on a
development site.

The overall viability of schemes

The requirement for First Homes affects the viability of schemes as it generates less
affordable housing revenue (by between 5-8% of the value of the affordable units). This is
based on parameters and assumptions made by OX Place for sites in Oxford in recent years.
Generally, shared ownership provides a significant cross subsidy for the affordable homes,
and moving to a situation where this is reduced, even with the introduction of First Homes,
reduces the value of the affordable housing revenue. Other developers are experiencing this
impact as well and from their perspective, this is exacerbated because affordable housing
revenue traditionally helps cashflow their developments (as they are bought on a staged
basis) whereas First Homes will generate 60% on sale of the homes at completion (if the
40% reduction necessary to achieve the required £250,000 sales value is applied). The
introduction of First Homes stands to create more challenges on viability which will
ultimately reduce the delivery of affordable homes.

The following tables extracted from the Viability Study 2023 demonstrate the overall
impacts on delivery of affordable housing. These are chosen as examples, although the
point is illustrated much more extensively in the Viability Study 2023. These tables show
that in an area of middling value, for sites in existing use as greenfield or undeveloped land
can viably deliver most housing types at 40% affordable housing with 80% social rented.
However, once First Homes is factored in the viability reduces significantly, so that in a
scenario where everything else is equal and the tenure split is 25% First Homes, 70% social
rented and 5% shared ownership, some housing types can viably deliver only 10% affordable
housing overall.

5 https://www.oxford.gov.uk/downloads/file/7907/tan_16 first homes



https://www.oxford.gov.uk/downloads/file/7907/tan_16_first_homes
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Conclusions about First Homes in Oxford

A First Homes requirement has not been included in Policy H2 because it is not clear that
this housing type helps to address the housing need of Oxford. In fact, it worsens it, because
it reduces the viability of affordable housing overall, and it reduces the amount of social
rented housing, which the housing type with the greatest need, and which is available to
those in greatest housing need. Furthermore, it skews affordable housing delivery to mainly
one-bed units, which reduces choice and which meets a more limited number of needs, and
in addition, for First Homes there is likely to be less interest from first time buyers in

purchase of one-bed flats.
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