
  

 

Introduction 

The g15 are long-term investors in place and quality. Our members house one in ten 
Londoners and are the largest providers of affordable homes in the capital. We build 
a quarter of all London’s new homes and own or manage more than 600,000 homes. 
In 2018/19 g15 housing associations completed construction of 13,124 new homes 
and have a pipeline of a further 101,623 homes in development.  
 

As part of the Budget to be delivered on 11 March 2020 we are calling on the 

Chancellor of the Exchequer to: 

1. Match our ambitions for growth by funding an expanded affordable homes 

programme, delivering the range of affordable homes that Londoners need;  

2. Commit government to playing an increased role on building safety, protecting 

leaseholders from high costs and ensuring continued appetite for building 

affordable homes; and 

3. Recognise the role of London in supporting growth in other parts of the 

country.  

Building the affordable homes that Londoners need 

G15 members are ambitious to deliver tens of thousands of new homes of a range of 
tenures. In order to build the affordable homes that London needs government 
needs to increase funding levels to match that provided by housing associations and 
councils.  

• The g15 has produced detailed funding analysis of what public subsidy would 
be required for an affordable homes programme to meet London’s needs (see 
annex one), including a mix of social rented homes and tenures offering 
affordable home ownership. This shows that government funding would need 
to increase to half of the cost of affordable homes in a long-term funding 
programme. This increase largely reflects the fact that the current funding 
model relies on a level of cross-subsidy from market activity that is not 
sustainable in current market conditions. 

• A long-term funding programme stretching ten-years would recognise that 
housing is a fundamental part of the country’s infrastructure. It would also 
enable housing associations to contribute cross-subsidy from market activity 
as the housing market cycle improves.   

• This increased funding should be part of a wider package to increase 
investment in housing as infrastructure on a national basis. More funding is 
needed nationwide. We do not believe that the increased investment needed 



to build the affordable homes that London needs, necessarily comes at the 
expense of other areas of the country (see section on supporting nationwide 
growth). 

Increased grant rates 

 
Notwithstanding cost pressures going forwards (see building safety section) g15 
housing associations are proven efficient delivery agents for homes of all tenures. In 
London the evidence base for the London Plan found that housing association 
development of affordable homes was between 5 and 10 per cent cheaper than 
market homes1. Once land and on-costs are considered this still represents a total 
cost per home of between £400k and £450k2. Government subsidy is currently only 
around 15 per cent of costs, in order to build the homes that London needs this 
should increase to match the funding provided by housing associations to around 50 
per cent of the total cost.  
 

In 2010 the Coalition government introduced Affordable Rents (at a maximum of 

80% of market rent) instead of social rent (at closer to 50% of market rents) to 

achieve a cut of over 60% in government capital housing grants to subsidise building 

costs. Overall, from operating with a grant rate of around 50% of the cost of each 

home for the 2008-2011 Affordable Housing Programme, the grant rate reduced to 

around 15% for the 2011-2015 programme.  

In practice, what this new regime meant was that housing associations needed 

considerable extra financial strength in reserve to convince the banks and financial 

markets to lend them more money upfront to get development projects off the 

ground.  

Many housing associations, particularly in London where the market cost of renting 

is so high, also did everything possible to get rents for new homes well below the 

80% of market level the government was advocating. The average housing 

association Affordable Rent in London since 2011 has been around 60-65% of 

market rent. We need additional government funding to reduce this to deliver social 

rented homes to meet the highest housing needs. 

Our members are focused on efficiently delivering services to maximise resources to 
reinvest into new and existing homes. The overall operating efficiency of g15 
housing associations is indicated by our operating margin on social housing lettings. 
In 2018/19 this averaged 33 per cent. This compares very favourably with other 
sectors3 with only the tobacco industry (43 per cent) beating it on average. Our 
operating efficiency is greater than many sectors including financial services (which 
averages 26 per cent), water utilities (13 per cent) and general utilities (9 per cent). 
 

 
1 https://www.london.gov.uk/sites/default/files/london_plan_viability_study_dec_2017.pdf p31 
2 https://jfd-g15.s3.eu-west-2.amazonaws.com/The-2022-2032-Affordable-Housing-Funding-Requirement-for-
London.pdf p31 
3 https://financialrhythm.com/profitability-margins-industry/  
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This does not mean that g15 housing associations are accumulating vast cash 
balances. In 2018/19 the combined surplus of g15 housing associations was £1bn 
but in that year we invested almost five times more -  £4.8bn - in new and existing 
homes.  
 
These surpluses are likely to come under pressure in coming years with a softening 

housing market and additional costs in relation to building safety.  

Social rented homes add high levels of additionality to overall housing supply (see 

additionality section), provide a sustainable route out of homelessness and offer 

stability to enable tenants to take maximum advantage of their opportunities. These 

advantages offer tangible real savings for the public purse. In their 2018/19 update 

(see annex two) g15 member Hyde Housing estimates the total annual value of a 

Hyde tenancy to be £15,689 – giving a total annual social value of £553m. Hyde own 

less than ten per cent of g15 affordable homes so the total value we create is many 

times higher.  

Long term funding 

Starting a new affordable housing programme, reliant on cross-subsidy from sales, 

planning obligations from market homes and involving sales-dependent tenures, at 

the current point in the market cycle, compounded by building safety uncertainty, is 

sub-optimal but unavoidable. The length of the programme is within the control of 

government and it is clear that the shorter the time horizon the less resources can be 

assumed to come from cross-subsidy.  

The modelling produced by the g15 (see annex one) assumed that over a ten-year 

horizon 20 per cent of the costs of affordable homes could be met by cross-subsidy 

from housing association market activity and s106 contributions. This would not be 

possible in less favourable market conditions. If one assumed that this reduced to 10 

per cent (which is still the equivalent of £1.45bn a year – compared to almost nothing 

during the 2008 housing market downturn) then it would have a dramatic impact on 

funding requirements. As the grant funding requirement is a residual then all other 

things being equal this would result in a 30 per cent4 increase in grant requirement. If 

the overall level of funding available remained constant then the increase in 

requirement per home would mean that 235 per cent fewer affordable homes could 

be delivered for the budget.  

In reality, there may be a higher level of potential upside to a longer-term settlement 

as market conditions exceed housing association assumptions (which for regulatory 

and governance reasons will necessarily be prudent). In a longer-term settlement 

these upsides could be transparently shared/reinvested into the programme to 

deliver more affordable homes – but they couldn’t be tracked through a series of 

shorter-term investment programmes.  

 
4 An additional £1.45bn of grant per year would take the annual grant requirement to £6.35bn annually – 
129.5% of the £4.9bn requirement which is modelled in the report - https://jfd-g15.s3.eu-west-
2.amazonaws.com/The-2022-2032-Affordable-Housing-Funding-Requirement-for-London.pdf 
5 Using the above 129.5% figure as the denominator and the starting 100% as the numerator gives a value of 
77.2%.  
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Other potential financial benefits from long-term funding are harder to precisely 

quantify. A range of potential benefits – with indicative costings – are set out below, 

whilst these could not be ‘banked’ up-front they could be incorporated into a longer-

term programme with savings recycled into more homes or less public funding over 

the longer-term. 

• The scale and certainty of delivery that long grant funding allows should 

promote economies of scale throughout the procurement process. Allowing us 

to secure better fixed pricing deals and long-term supply agreements. 

o Assuming a typical archetype there could be build cost savings in the 

region of 12%. Across the ten-year programme modelled by the g15 

this would be a saving of £10.79bn. 

• Certainty of long-term investment would allow housing associations to take 

fuller advantages of property market cycles and reduce the cost of land 

purchased.  

o If this resulted in a reduction of 20 per cent on average then it would 

save £6.74bn over the ten year programme modelled by the g15.  

• Long-term funding could enable housing associations to invest in precision-

manufactured housing facilities, potentially in hubs designated by government 

industrial policy, resulting in higher quality homes and reduced maintenance 

costs.  

o If these maintenance reductions equated to savings of 15 per cent then 

there would be a saving of around £210m a year across the 260,000 

rented homes modelled by the g15 work. This saving would generate a 

Net Present Value of approximately £4.9bn.   

• The security of grant funding will improve housing associations financial 

metrics.  All other things being equal this should contribute to a positive 

impact on credit ratings which would improve our ability to borrow in the 

financial markets. 

o A single notch uplift (e.g. A to A+) could reduce the cost of borrowing 

by about 15 basis points, and a two-notch uplift a reduction of 30 basis 

points. This would save £3m per annum for every £1 billion borrowed 

the equivalent of a Present Value of £70m over a 30-year period.  

Given the g15 modelling assumes borrowing of £62.2bn the interest 

rate saving would have an NPV of £4.35bn.  

Additionality 

The g15, along with Homes for the North and the National Housing Federation, 

commissioned Savills to research the additionality of affordable housing delivery. 

The detailed report is available at annex three, with a summary of key points below.  

Private sector housebuilding for market sale has underpinned the rapid expansion in 

housing supply since 2013, including affordable housing delivery through Section 

106, but that growth is slowing, against market headwinds. The tapering and 

potential withdrawal of Help to Buy represents a significant downside risk to speed 

and scale of development for the majority of developers, including housing 



associations, unless there is a major shift in mortgage market conditions to support 

buyer demand.  

There has been a rapid expansion of the Build to Rent sector and a big increase in 
local authority development of homes, but that will not be enough in itself to fill the 
supply gap, even with a continuation of a supportive policy environment.  

There is a major shortfall in the supply of affordable housing. Based on affordability 
alone, the annual need for additional affordable housing in London is 7.6 times 
greater than supply. Affordable homes are not just a good thing in and of 
themselves, widening the range of new homes that are available, by type and tenure, 
will increase the number of occupiers who can and want to live in those homes, 
accelerating the speed of market absorption and the build out of sites.  

In these circumstances, grant funding of affordable housing will add to (and not 
displace) private sector development of new homes, provided that the grant is used 
in a way that does not crowd out the private sector from land and construction 
capacity. MHCLG appraisal guidance indicates that supply focused interventions are 
likely to have medium to high additionality of between 50% and 100%, with weaker 
market conditions making it more likely that additionality will be in the upper parts of 
this range. The guidance gives the example of affordable housing “where there is 
strong evidence to suggest housing of this type is unlikely to be built by private 
developers in the absence of policy and very little crowding out of private 
development occurs in practice”.  
 
There are limits to market capacity to deliver 300,000 homes annually by the mid 
2020s. This also constrains housing associations from expanding the number of 
affordable homes that are cross-subsidised from mixed tenure development. These 
limits to market capacity have the same impact as the weaker market conditions 
referenced in the appraisal guidance, in which additionality of a supply focussed 
intervention rises towards 100%.  
 
If there is adequate land, development management and construction capacity, then 
grant funding to enable the viable development of more affordable housing will have 
high additionality of close to 100%.  
 
Building safety 

The safety of people should be the top priority of building owners, government and 

other stakeholders. The g15 own approximately ten per cent of the tall buildings in 

England, and many more other buildings which need investigation and potentially 

remediation. We produced in November 2019 a central estimate of the costs to 

complete just the remediation of tall and high risk buildings is £4.3bn, more detail on 

this is provided at annex one. We are reviewing the impact of revised guidance on 

this number. 

Resolving this problem will take time, likely to be at least ten years but we are acting 

now. In 2018/19 the total spend on building safety measures across the g15 was 

£127m. 



We believe that three things are needed to address current issues in relation to 

building safety and mortgages and are calling on government to provide: 

1. Suitable guidance to ensure we are prioritising action on the least safe 

buildings; 

2. Continued support to enable stuck leaseholders to sell and remortgage; and 

3. Funding to protect leaseholders from high bills and ensure that sufficient 

resources are available to invest in building new homes. 

Suitable guidance to ensure that we are prioritising appropriate action on the least 
safe buildings  
 
The consolidated and clarified advice note issued by government on 20 January 
2020 is welcome, responding as it did to sustained lobbying from the g15 and others. 
The revised note responded to a number of specific concerns we previously raised - 
notably providing much needed clarity in relation to external wall systems. Whilst the 
advice in terms of ensuring that all buildings are safe, regardless of height is not new 
it has been interpreted in different ways. This needs to be kept under review. We 
welcome the consultation on prioritisation of existing buildings – which should 
address this potential confusion - and request that the g15, as significant residential 
building owners, are kept closely involved.  
 
The Government has stated its intention to provide guidance on how to clearly 
prioritise the least safe buildings, we welcome this. It would also be helpful if 
government took action to advise on how long interim/meanwhile safety measures 
should last, when they should be put in place and a realistic, targeted time-period for 
remediation of buildings that need it. The lack of timetable in any government 
guidance (or the information collection exercise) exacerbates the uncertainty. The 
scale of this challenge means it needs to be addressed in a sensible way and 
rushing to issue unclear guidance simply slows down the overall pace of response. 
There are also potential benefits in terms of costs and disruption to residents of 
seeking to combine remediation works with energy efficiency investment necessary 
to combat the climate emergency. If buildings can be kept safe in the meantime to 
align with this future work, there is a compelling case to do so. 
 
There is an urgent need for this clarity as at present there is a strong likelihood that 
time and resources are being devoted to buildings which are already adequately safe 
– at the expense of those that are not. The lack of clarity also impacts on our 
professional advisors who, due to indemnity and other issues, are unable to provide 
us with their clear professional opinion.  

  

Continued support to resolve the mortgage issue  
 
It is very welcome that government supports the work led by the Royal Institution of 
Chartered Surveyors (RICS) to standardise the industry approach to valuation of tall 
buildings. It is not yet clear the extent to which this work will unstick the process for 
the many thousands of leaseholders who are unable to move or obtain a further 
advance on their mortgage due to building safety. To date we are aware of only 



three successfully completed External Wall System form (EWS1) and some major 
lenders are yet to sign up to the process.  In particular, the position reached in 
relation to indemnity (only the building owner will have recourse under the EWS1 
form) is a shaky foundation and reinforces the need for clarity in guidance to support 
insurance for advisors in using their professional judgement. In addition unless the 
guidance to building owners (see point 1) is fully aligned with guidance to 
lenders/valuers there is a risk that the latter will be undermined by investigations by 
building owners.  
 
Government should stand ready to provide continued support if needed in order to 
return to a functioning market. This could take the form of a government guaranteed 
insurance product to protect leaseholders from unexpected future costs and/or a 
government buyback fund to enable households who need to move to do so. 

 

Provide funding to protect leaseholders from high bills and ensure that sufficient 
resources are available to invest in building new homes  
 
In the absence of clearer guidance, prioritisation and timescale the current approach 
is very likely to result in large costs.  
 
Whilst building owners should be proactive in pursuing counterparties who have let 
them down in terms of construction oversight, it appears there has been a systemic 
failure of Building Control – which the Government is ultimately responsible for and 
arguably liable for some of the costs. Without government support some of the costs 
of remediation will fall upon individual leaseholders – the scale of some of these 
costs will be damaging to many – and for our rented homes us as landlords.  
 
The current approach to only funding Aluminium Composite Material (ACM) removal 
is difficult to explain to leaseholders. There are some relatively low-cost options (e.g. 
loans to leaseholders and landlords) that could be pursued to reduce financial 
hardship.  
 
As landlords we are likely to be responsible for the majority of the costs in the 
buildings we own (effectively the share of costs for rented homes). The uncertainty in 
relation to very large bills is already impacting on our investment plans and will 
inevitably lead to fewer affordable homes being built – unless government 
investment is forthcoming soon.   
 

There is not yet a precise estimate of potential costs for remediation, not least 

because it is linked to clarity of guidance and timescales, but positive government 

statements on extending government funding beyond ACM, subject to third party 

recovery options being exhausted, would be hugely beneficial.   

The central estimate of costs for remediation of £4.3bn is equivalent to 

approximately 20 per cent of the total cost of the 60,000 affordable homes the g15 

have committed to start in London by 2022. In reality given the cross subsidy 

(estimated to approximately be £100k per affordable home) required by new 

affordable homes and the fact that remediation work does not create an additional 



income stream it is estimated that a remediation bill of this size would reduce 

collective g15 financial capacity equivalent by around 43,000 affordable homes.  

The uncertainty in relation to very large bills is already impacting on housing 

association investment plans and will inevitably lead to fewer affordable homes being 

built – unless government investment is forthcoming soon. The large potential range 

in costs increases caution of boards in making investment decisions in order to 

protect the financial health of organisations going forwards. 

The current uncertainty in relation to the housing market in London compounds the 

negative impact of potentially large remediation costs on development appetite. At 

the same time as potential demands on our funding are rising our income from sales 

is reducing, or at least not increasing in line with planned income. The freezing of the 

mortgage market for flats in tall buildings is a factor in delaying income from sales. 

The EWS1 process is a welcome improvement, compared to a process where no 

mortgages were being granted, but has not yet unlocked the housing market. 

A number of organisations feel that government have effectively been retrospectively 

changing building regulations which causes problems. The ban on combustible 

materials has caused issues with some building components (e.g. laminated glass 

on balconies and cavity trays) which have not yet been satisfactorily resolved. The 

proposed approach to building regulations in the Future Homes Standard (which 

would mean that different building regulations potentially apply to phased 

developments) could compound these issues.  

G15 members have tried to move ahead of building regulations, particularly in 

relation to safety, materials and process for new buildings. This comes at additional 

cost and the precise standards achieved vary in relation to the period of construction 

of different buildings.  

All g15 members have examples of real schemes delivering thousands of affordable 

homes which have been postponed or cancelled due to the current uncertainty. 

Supporting growth in other parts of the country 

The future success of the United Kingdom depends on a spread of economic 

prosperity across the whole of the country. London has been and is likely to continue 

to be a driver of economic success but without greater spreading of economic growth 

the challenges already faced by London will increase. The g15 are long-term 

investors in place and quality with strong ambitions to increase supply of homes of 

all tenures in London and the rest of the country. We do not believe this will be 

enough to fix the housing crisis without strong government action to boost economic 

activity in other parts of the country. We are calling on government to do three 

things: 

• Target new infrastructure investment to rebalance the national economy – 

Specifically in prioritising a high-speed rail link starting with Manchester to 

Leeds but eventually linking Liverpool to Hull over all other new large-scale 

infrastructure investments, including Crossrail 2- the next priority for London. 

There will also be a need to improve smaller-scale infrastructure. Technology 



such as semi-autonomous/flexible routed buses could be trialled as a way of 

improving connectivity between towns lacking effective public transport 

options. In time, as this infrastructure comes online, it will be important that 

funding to support housing delivery in these places is available to maximise 

opportunities for growth. 

 

• Create a hub for the precision-manufacturing of homes where it will have the 

greatest economic impact – Part of the way in which the country’s housing 

crisis will be tackled is through precision-manufacturing many more of the 

homes we build. It is right that homes are built in the areas that need them 

most but precision-manufacturing offers an opportunity to create most of the 

economic activity of home-building in other areas. Through a targeted 

industrial policy government, perhaps supported by the Advanced Research 

Projects Agency, could create hubs for manufacturing of homes to expand the 

capacity for housing supply and stimulate economic activity – both in the 

areas that need them most. 

 

• Target housing investment to reflect the breadth of housing need in different 

locations –Whilst we have a national housing crisis, the solutions to it need to 

vary from place to place – with increased investment across the board to 

reflect the fact that housing is a fundamental part of the country’s 

infrastructure. The climate emergency means that action needs to be 

supported everywhere to make homes fit for the future and reduce energy 

costs for residents and some places need radical intervention to ensure 

sustainable places where people want to live and work. This should be 

supported with an expanded affordable homes programme and targeted 

infrastructure investment. Funding for new affordable homes should be 

targeted in a dynamic way to respond to changing housing need and as the 

provision of new infrastructure opens. 

 

o The breadth of new types of affordable homes to support a range of 

housing need, including “First Homes” and the new long-term fixed rate 

mortgages which will slash the cost of deposits, should be targeted at 

the places where they can be most effective.  

▪ For example a 30 per cent discount would bring home-

ownership within reach of middle-earners in average to lower 

value areas. In London it would only be affordable to those on 

very high incomes, which would not be equitable.  

▪ Similarly shared ownership does not work in very high value 

areas (those with property values more than about £650k) and it 

is right that social rent is focused in places with the greatest 

need.  

▪ For the highest value areas, there is a need to explore an 

intermediate rented product to enable people to save for a 

deposit to own a home of their own.  

 



Annexes 

Annex one – Affordable homes funding requirements 

Annex two – The value of a social tenancy report 

Annex three – Additionality of affordable housing report 

Annex four - Building safety costs presentation 


