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Affordable housing for rent is defined in the National Planning 
Policy Framework 

https://assets.publishing.service.gov.uk/government/uploads/system/u
ploads/attachment_data/file/810197/NPPF_Feb_2019_revised.pdf

“Affordable housing for rent: meets all of the following conditions: (a) the 

rent is set in accordance with the Government’s rent policy for Social Rent 

or Affordable Rent, or is at least 20% below local market rents (including 

service charges where applicable); …”

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/810197/NPPF_Feb_2019_revised.pdf


https://assets.publishing.service.gov.uk/government/uploads/s
ystem/uploads/attachment_data/file/313355/14-05-

07_Guidance_on_Rents_for_Social_Housing__Final_.pdf

Affordable and Social Rents – both defined 
by the government and independent of 

development costs  

“Social Rents
• 30% of a property’s rent should be based on relative property values
• 70% of a property’s rent should be based on relative local earnings”

“Affordable Rents 
• Homes let on affordable rent terms should be made available at a 

rent level of up to 80 percent of gross market rents, inclusive of 
service charges where these are applicable.”

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/313355/14-05-07_Guidance_on_Rents_for_Social_Housing__Final_.pdf
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How subsidies for 
rented housing 
almost 
disappeared in 
2016



How subsidies for 
rented housing 
came back in 
2017, including 
for Social Rent





Subsidy for new affordable housing can come from a
number of sources

• The Government’s ‘Affordable Homes Programme’. The latest is £12.2bn 

from 2021-26 - including Strategic HA Partnerships and hopefully the 

Community Housing Fund.

• Local Authority capital - often from Section 106 contributions.

• Housing Associations - usually ‘Recycled Capital Grant’ from shared 

ownership sales or income from the sale of existing homes.
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How HAs appraise new developments and existing homes

Outflows
Capital cost
• Land
• Build
• Costs 
Operational costs
• Management allowance/unit
• Maintenance allowance/unit
• Planned maintenance/unit
• Voids & Bad Debts
Inflation
• Inflation base rate
• Rent inflation over base
• Maintenance inflation over base
• Management inflation over base
Financing 
• Interest
• Repayment years

Inflows
• Rent
• Mortgage 
• Subsidy

Net Present Value: the difference between the present value of cash inflows and the present value of cash outflows over time.



Typical costs and assumptions for a CLT project 
(not partnering with a HA)

Capital Costs
• Land cost: £7,000/unit
• Build cost: £2,250/m2
• Costs: 15% of land and build
Operational Costs
• Management allowance/unit: £750
• Maintenance allowance/unit: £750
• Planned Maintenance/unit: £1,500
• Voids & Bad Debts: 5%
Inflation
• Inflation base: 2.0%
• Rent inflation over base; 1%
• Maintenance inflation over base: 2%
• Management inflation over base: 0%
Finance
• Interest: 6%
• Repayment years: 25-30

Using these figures, a CLT might 
need at least £10,000/unit more 
subsidy than an established HA 
to deliver the same project. 
Homes England has been willing
to reach c. £85,000/unit grant for
Social Rented homes but they
often require subsidy from the
local authority and or HA as well.   









Effects of the 2008 recession 

• Conversion of Shared Ownership homes to Market Rent for 5 years

• Conversion of Cross-Subsidy Open Market Sale homes to rent 

• Increase in funding to the Housing Corporation to support the above measures

• Increase in the Affordable Homes Programme to support the construction
sector

• Sale of Section 106 sites by private developers to RPs

• Purchase of unsold private homes from private developers by RPs

• Collapse of building firms and disruption of supply chains

• Merger of small RPs in financial difficulties with larger, more robust RPs 

• Tightening of lending criteria by banks and building societies 



Regulator of Social Housing – April 2020
Health of Housing Associations 

• “Associations at the moment are very liquid, so in cash terms they raised a lot of 
money over the last 12 to 18 months already in response to Brexit uncertainty.”

• Housing associations had previously been encouraged by the regulator to build 
up liquidity ahead of Brexit. Many opted to raise cash sufficient to last 12 to 18 
months without going out for more, as part of mitigations against any market 
fluctuations, particularly in the case of a no-deal scenario.

• “You can never say never, because [if you look at the stock market, for example], 
black swan events are happening at the moment, but of all the sectors in the UK 
economy the RP sector is probably still one of the safest.”



Regulator of Social Housing – April 2020
Concern for small HAs

• Smaller housing associations that have under 1,000 homes are the biggest, 
immediate concern.

• “We are most worried about them because they don’t have the capacity to 
absorb these risks, and we won’t necessarily have much visibility of them 
because of their size,” explains Mr Walters.

• “In this sector, the margins can be small and it won’t take long to have cash flow 
difficulties.”

• Providers must contact the regulator “immediately” if they believe that tenants’ 
safety is threatened, or viability is under strain.



http://researchbriefings.files.parliament.uk/documents/SN06416/
SN06416.pdf

https://hansard.parliament.uk/commons/2020-03-
12/debates/D6DDB1D5-70C2-4DB7-9A0D-

F8251FA499F2/CommunityHousing

http://researchbriefings.files.parliament.uk/documents/SN06416/SN06416.pdf
https://hansard.parliament.uk/commons/2020-03-12/debates/D6DDB1D5-70C2-4DB7-9A0D-F8251FA499F2/CommunityHousing


How affordable 
homes are 
supplied through 
Section 106 
Agreements with 
developers


