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1. The Referral 

1.1 On 7 November 2025, Homes England requested a report from the Subsidy 
Advice Unit (the SAU)1 in relation to its proposed Social and Affordable Homes 
Programme for 2026 to 2036 (the Scheme) under section 52 of the Subsidy 
Control Act 2022 (the Act).2  

1.2 This report evaluates Homes England’s assessment of compliance (the 
Assessment) of the Scheme with the requirements of Chapters 1 and 2 of Part 2 of 
the Act.3 It is based on the information and evidence included in the Assessment.  

1.3 This report is provided as non-binding advice to Homes England. It does not 
consider whether the Scheme should be implemented or directly assess whether it 
complies with the subsidy control requirements.  

General Observations and Summary 

1.4 The Assessment uses the four-step structure described in the Statutory Guidance 
for the United Kingdom Subsidy Control Regime (the Statutory Guidance) and as 
reflected in the SAU’s Guidance on the operation of the subsidy control functions 
of the Subsidy Advice Unit (the SAU Guidance). 

1.5 In our view, Homes England has considered in detail the compliance of the Social 
and Affordable Homes Programme 2026-2036 with some of the subsidy control 
principles. In particular, we found that the Assessment: 

(a) demonstrates that Homes England has considered other ways of achieving 
its policy objective in respect of the provision of social and affordable housing 
and clearly explains and evidences why a subsidy scheme was considered 
the most appropriate option (Principle E);  

(b) clearly describes and evidences what would be likely to happen in the 
absence of the Scheme, emphasising that none of the Affordable Housing 
planned under the Scheme would be delivered without its subsidies. It also 
provides evidence demonstrating how the Scheme will change the 
beneficiaries’ economic behaviour (Principles C and D); and 

(c) has taken a systematic approach to presenting how SPEI requirements are 
addressed (Section 29 of the Act). 

 
 
1 The SAU is part of the Competition and Markets Authority 
2 Referral of the proposed Social and Affordable Homes Programme 2026 to 2036 by Homes England - GOV.UK  
3 Chapter 1 of Part 2 of the Act requires a public authority to consider the subsidy control principles and energy and  
environment principles before deciding to give a subsidy. The public authority must not award the subsidy unless it is of  
the view that it is consistent with those principles. Chapter 2 of Part 2 of the Act prohibits the giving of certain kinds of 
subsidies and, in relation to certain other categories of subsidy creates a number of requirements with which public 
authorities must comply. 

https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit
https://www.gov.uk/cma-cases/referral-of-the-proposed-social-and-affordable-homes-programme-2026-to-2036-by-homes-england
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1.6 However, we have identified the following areas for improvement. The 
Assessment should:  

(a) in relation to proportionality (Principle B): provide details on how the ‘viability 
gap’ exercise by Homes England will be implemented in practice. In 
particular, Homes England should further explain the comparative exercise it 
will undertake when allocating funding to beneficiaries and how this will 
incentivise firms to control their costs such that only the minimum necessary 
is funded; 

(b) in respect of subsidy design (Principle F): evaluate and consider how the 
Scheme’s design could mitigate the risk of a small number of organisations 
being responsible for the supply of a large share of new affordable homes 
both nationally and in particular regions. A reduction in competition limiting 
the number of active bidders may reduce choice and lower quality in the long 
run. When evaluating this risk the Assessment should: 

(i) explain why there are no caps on the total amount a recipient could 
receive under the Scheme and why there is no maximum grant 
intensity; and  

(ii) describe how the Scheme’s appraisal criteria and processes will ensure 
that the effects of the award of subsidies on competition will be taken 
into account and how outcomes will be monitored. 

(c) in respect of effects on competition and investment (Principle F): provide a 
more systematic evaluation of market characteristics, and effects on 
competition and investment. The Assessment should identify impacted 
product markets with a more complete evaluation of current market 
characteristics such as market size, market participants, overall market 
concentration, and the geographic scope of competition; and  

(d) take fuller account of potential negative effects, including the scale of 
potential market distortions to competition and investment, when undertaking 
the balancing exercise (Principle G). 

1.7 We discuss these areas below, along with other issues, for consideration by 
Homes England in finalising its assessment. 

The referred Scheme  

1.8 Homes England is proposing to create a scheme to provide grant funding for the 
development of social and affordable housing in England (outside of London), 
increasing access to housing for those who cannot afford to buy or rent a home at 
the market price. The Scheme will run from 1 April 2026 to 31 March 2036, and 
completion of housing must occur by 31 March 2039. 
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1.9 The Scheme will predominantly support the construction of housing that can be 
used for social rent4 or affordable rent5 (social and affordable rent are referred to 
as ‘sub-market tenure’ in the Assessment), shared ownership6 and rent to buy7 
(together Affordable Housing), including the acquisition of land or property to be 
used for Affordable Housing.  

1.10 This Scheme is part of the broader 2026-2036 Social and Affordable Homes 
Programme (SAHP), which is run by the Ministry of Housing, Communities and 
Local Government. The delivery of the SAHP is split between Homes England and 
the Greater London Authority. The SAHP public target is to deliver around 300,000 
social and affordable homes over the 10-year lifespan of the programme, with a 
total budget of £39 billion. Homes England has been allocated up to 80% of this 
budget (up to £31.2 billion).  

1.11 The Scheme will operate through open bids for grant funding. A range of 
organisations who meet eligible criteria, including registered providers (not for 
profit and for profit)8, local authorities and housebuilders and developers, will be 
able to bid for funding through two routes:  

(a) Continuous Market Engagement allows partners to bid on a project by project 
and portfolio basis. 

(b) Strategic Partnerships allow partners to bid on a long-term, programme-level 
basis, allowing them to deliver a portfolio of projects. Bidding to become a 
Strategic Partner is via a bidding process at the beginning of the programme 
and a further bidding round is expected later in the programme that will 
provide opportunities for new entrants. 

1.12 Homes England is responsible for assessing and approving Continuous Market 
Engagement and Strategic Partnership bids through a process of data review, 
scoring, moderation, and approvals at regional and national levels. In each case 
bids are assessed under three categories, value for money,9 strategic fit and 
deliverability. 

1.13 For Continuous Market Engagement bids, Homes England applies benchmarking 
to compare bids against regional and scheme averages, identifying outliers for 

 
 
4 Affordable rent relates to housing let at up to 80% of local market rent.  
5 Social rent relates to housing rent at around 50% of local market rent.  
6 A part own, part-rent tenure, allowing buyers to purchase a share of between 10% and 75% in a home and pay rent on 
the remainder – with the option to buy more shares up to full ownership. 
7 Homes let to working households at a sub-market rent to allow them to save for a deposit to buy their first home. 
8 A Registered Provider is an organisation that is registered to provide social housing with the Regulator of Social 
Housing. 
9 The primary metric for assessment is the amount of grant per home, benchmarked against national area and project 
type averages to ensure bids are competitive in terms of cost and delivery output.  
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additional scrutiny. Exceptional grants are approved only when justified and 
aligned with strategic objectives.  

1.14 For Strategic Partnerships, value for money is measured using the benefit cost 
ratio, which considers factors such as speed of delivery, timing of grant payments, 
level of grant requested, and land value uplift. Strategic objectives evaluate 
alignment with national and regional priorities, including the proportion of social 
rent homes, diversity of housing types (eg supported or rural housing), and design 
or sustainability metrics. 

1.15 There is no cap within the scheme on the total amount of grant a recipient may 
receive for either Continuous Market Engagement or Strategic Partnership 
routes.10  

1.16 Homes England explained that the Scheme is a Scheme of Particular Interest 
because it allows for the provision of one or more Subsidies of Particular Interest 
to be given.11 In particular, Homes England anticipates that, based on its 
experience of previous similar programmes, some of the subsidies’ values will 
exceed £25 million.  

 

 
 
10 Although for the Strategic Partnership route each programme of projects will be initially limited to a rolling cap of 
between £250 million and £700 million. 
11 Within the meaning of regulation 3 of The Subsidy Control (Subsidies and Schemes of Interest or Particular Interest) 
Regulations 2022 and The Subsidy Control (Subsidies and Schemes of Interest or Particular Interest) (Amendment) 
Regulations 2025 which set out the conditions under which a subsidy or scheme is considered to be of particular interest. 

https://www.legislation.gov.uk/uksi/2022/1246/contents/made
https://www.legislation.gov.uk/uksi/2022/1246/contents/made
https://www.legislation.gov.uk/uksi/2025/845/contents/made
https://www.legislation.gov.uk/uksi/2025/845/contents/made
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2. The SAU’s Evaluation 

2.1 This section sets out our evaluation of the Assessment, following the four-step 
structure used by Homes England. 

Step 1: Identifying the policy objective, ensuring it addresses a market 
failure or equity concern, and determining whether a subsidy is the right 
tool to use 

2.2 Under Step 1, public authorities should consider compliance of a subsidy with:  

(a) Principle A: Subsidies should pursue a specific policy objective in order to 
remedy an identified market failure or address an equity rationale (such as 
local or regional disadvantage, social difficulties or distributional concerns); 
and  

(b) Principle E: Subsidies should be an appropriate policy instrument for 
achieving their specific policy objective and that objective cannot be achieved 
through other, less distortive, means.12  

Policy objectives 

2.3 The Assessment states that the policy objective of the Scheme is to increase 
access to housing for those who cannot afford to buy or rent a home at the market 
price (the inequity). The Assessment explains that this will be achieved by 
increasing the supply of Affordable Housing in England.  

2.4 In addition, the Assessment sets out that, in order to achieve its objective, Homes 
England will provide subsidies to organisations delivering eligible homes, using its 
share of the SAHP, with the ultimate beneficiary being the tenant or shared owner 
of the home that receives a discount against the commercial value. It explains that 
the SAHP will aim to maximise: 

(a) the supply of social and affordable homes, and make a significant 
contribution to supporting the government’s commitment to delivering 1.5 
million net additional homes; and 

(b) the delivery of homes for social rent, with an expectation that at least 60% of 
the total homes supported are for social rent.  

 
 
12 See Statutory Guidance, paragraphs 3.33–3.59 and the SAU Guidance, paragraphs 3.6 – 3.10 for further detail. 

https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit
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2.5 The Assessment states that the SAHP is central to the Government’s growth 
mission set out in its Plan for Change.13 The SAHP is an England wide 
programme without regional or demographic targets.  

2.6 In our view, the Assessment clearly describes and evidences the specific policy 
objective of the Scheme.  

Equity Objective 

2.7 Equity objectives seek to reduce unequal or unfair outcomes between different 
groups in society or geographic areas.14 

2.8 The Assessment states that the rationale for SAHP intervention is primarily to 
promote equity and opportunity by reducing disparities between different groups in 
society, through increased access to housing for those who cannot afford to buy or 
rent a home at the market price. 

2.9 The Assessment further explains that the aim of the SAHP is not to equalise 
affordable homes in any one location or for any one demographic group but aims 
to increase availability nationally. The Scheme aims to ensure that low income and 
vulnerable households can access affordable homes.  

2.10 The Assessment sets out the broad categories of disadvantaged groups that are 
expected to benefit from the Scheme and explains why it is socially desirable to 
address this inequity. Evidence includes: 

(a) data showing an increased number of households on local housing registers 
(commonly known as waiting lists) and a record number of people in 
temporary accommodation;  

(b) the relative lower average income for tenants that occupy Affordable Housing 
and the fact that a high proportion of tenants receive housing benefits;  

(c) the relative lower income of shared ownership buyers compared to the typical 
first-time buyer income; and  

(d) how the social housing sector plays a key role in housing other vulnerable 
groups including those with disabilities or long-term illness.  

2.11 The Assessment explains that all beneficiaries accessing grant through the 
Scheme will be expected to work with local authorities to fulfil their duties to meet 
local housing need. It sets out that local authorities have a statutory function to 
devise an allocation scheme for social and affordable housing, and when devising 

 
 
13 Plan for Change - GOV.UK 
14 Statutory Guidance, paragraphs 3.52–3.56.  

https://www.gov.uk/government/publications/plan-for-change
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
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these, they will give overall priority for an allocation to people in the ‘reasonable 
preference’ categories.15  

2.12 In our view, the Assessment clearly describes and evidences the equity objective 
that the Scheme seeks to address.  

Market failure  

2.13 Market failures arise where market forces alone do not produce an efficient 
outcome. When this arises, businesses may make investments that are financially 
rational for themselves, but not socially desirable.16 

2.14 The Assessment explains that market failure is not the primary rationale for 
intervention for SAHP. However, the Scheme is expected to deliver some spillover 
effects, providing positive impacts to the wider community. For example, the 
Assessment describes the removal of disamenities from the development of 
undesirable brownfield land and the creation of specific features such as the 
inclusion of community or nature spaces as externalities. It explains that such 
benefits had been quantified within the economic case for SAHP based on 
willingness to pay estimates and the percentage of developments expected to be 
on brownfield sites. 

2.15 In our view, the Assessment describes a number of positive externalities which 
could arise from the Scheme (and includes consideration of the social value of 
some of these in the balancing exercise in Step 4), albeit that the Scheme’s 
rationale as set out in the policy objective is primarily to address equity issues.  

Appropriateness 

2.16 Public authorities must determine whether a subsidy is the most appropriate 
instrument for achieving the policy objective. As part of this, they should consider 
other ways of addressing the market failure or equity issue.17  

2.17 The Assessment states that providers of Affordable Housing are already borrowing 
the maximum amount they can from private markets and any additional viability 
gap has to be funded through grants.  

2.18 The Assessment explains that other interventions are also used to address the 
policy objective, but none of them are sufficient to meet the objective and need to 
be complemented by the Scheme. The Assessment considers the following 
complementary means to achieve the policy objective:  

 
 
15 These are people who meet one or more of: (i) homelessness, (ii) insanitary, unsatisfactory or overcrowded conditions, 
(iii) medical welfare or (iv) hardship.  
16 Statutory Guidance, paragraphs 3.36–3.51.  
17 Statutory Guidance, paragraphs 3.57–3.59. 

https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
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(a) Demand side subsidies (the benefits system): these complement supply side 
interventions, but it considers that they are not sufficient to deliver the policy 
objective. These benefits do not increase housing supply and are not 
sufficient to overcome some of the challenges faced by those who cannot 
afford to rent or buy a home.  

(b) Loans: the Government supports loans to the sector, including the Affordable 
Homes Guarantee Scheme,18 and the recently announced plan for low-cost 
loans for social housing providers.19 It explains that loans complement grant 
funding, but further loans would add pressure to existing viability gaps for 
Affordable Housing and would go beyond the Ministry of Housing, 
Communities and Local Government and Homes England’s risk appetite.  

(c) Equity: equity investment can be used to create new vehicles and structures 
to deliver homes but cannot directly address the funding gap that exists for 
new build Affordable Housing.  

(d) Mandatory requirements for market housing suppliers to provide Affordable 
Housing through planning obligations:20 the amount of contribution through 
this method is tied to planning requirements, limited by developer business 
plan ambitions and based on market conditions and wider economic 
environment, and is therefore not sufficient to achieve the policy objective. 
The Assessment states that other planning policy changes (including current 
planning reform) might make more land available or remove barriers to 
delivery but will not address the funding gap.  

(e) Regulation: the Government has made a number of regulatory 
announcements alongside SAHP to promote a stable and effective regulatory 
regime, but it states that these changes would not, in themselves, increase 
housing supply.  

2.19 In our view, the Assessment demonstrates that Homes England has considered 
other ways of achieving its policy objective and clearly explains and evidences 
why a subsidy scheme was the most appropriate option.  

 
 
18 Ministry of Housing, Communities and Local Government Affordable homes guarantee scheme 
https://www.gov.uk/government/publications/housing-guarantee-scheme-rules-affordable-homes-guarantee-scheme-
2020/affordable-homes-guarantee-scheme-2020 Section 1 
18 The Government will provide £2.5bn of low interest loans to support the delivery of social and affordable homes.  
19 Providers will be able to combine these loans with grant from the Social and Affordable Homes Programme, 
guaranteed lending from the Affordable Homes Guarantee Scheme, and Section 106 contributions. Details of the fund 
are yet to be announced. Delivering a decade of renewal for social and affordable housing - GOV.UK 
20 In particular, planning obligations set out in Section 106 of the Planning Act. These are planning tools that are used to 
secure non-financial contributions, including affordable housing, or other works relating to the infrastructure, and 
embedded in agreements with developers (Section 106 Agreements). Typically, Section 106 Agreements secure 
affordable housing through planning obligations attached to private developments and the homes are sold at a discount 
of their open market value to registered providers, subsidised by developer profit associated with the private 
development. 
 

https://www.gov.uk/government/publications/housing-guarantee-scheme-rules-affordable-homes-guarantee-scheme-2020/affordable-homes-guarantee-scheme-2020
https://www.gov.uk/government/publications/housing-guarantee-scheme-rules-affordable-homes-guarantee-scheme-2020/affordable-homes-guarantee-scheme-2020
https://www.gov.uk/government/publications/delivering-a-decade-of-renewal-for-social-and-affordable-housing/delivering-a-decade-of-renewal-for-social-and-affordable-housing
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Step 2: Ensuring that the subsidy is designed to create the right 
incentives for the beneficiary and bring about a change 

2.20 Under Step 2, public authorities should consider compliance of a subsidy with: 

(a) Principle C: Subsidies should be designed to bring about a change of 
economic behaviour of the beneficiary. That change should be something 
that would not happen without the subsidy and be conducive to achieving its 
specific policy objective; and 

(b) Principle D: Subsidies should not normally compensate for the costs the 
beneficiary would have funded in the absence of any subsidy.21 

Counterfactual  

2.21 In assessing the counterfactual, public authorities should consider what would 
likely happen in the future – over both the long and short term – if no subsidy were 
awarded (the ‘do nothing’ scenario).22 

2.22 The Assessment sets out a counterfactual scenario where, in the absence of the 
SAHP, none of the planned 300,000 homes would be delivered as Affordable 
Housing. Supporting evidence to the Assessment states ‘delivery of sub-market 
tenure homes is not possible without some form of subsidy. This is because the 
sub-market rental income generated by these homes is insufficient to fully service 
the debt needed to cover the full capital cost of delivering the home’. 

2.23 Homes England noted other existing methods of delivering Affordable Housing, 
that are complementary to the Scheme, and would go ahead both with the 
Scheme and in the counterfactual scenario:  

(a) Registered Providers – where Affordable Housing is funded entirely by 
Registered Providers and subsidised from the operational surpluses or 
disposal receipts. However, Registered Providers are constrained by their 
limited financial surpluses. 

(b) Section 106 Agreements (see paragraph 2.18(d)). Under this route, homes 
are sold at a discount to their open market value to registered providers, 
subsidised by the developer's profit associated with the private development. 
However, this route is dependent on private completions, which can limit its 
scale and pace of delivery. The Assessment indicates that Section 106 
Agreements would yield only 21,000 affordable homes per year.  

 
 
21 See Statutory Guidance, paragraphs 3.60–3.74 and the SAU Guidance, paragraphs 3.11 = 3.13 for further detail. 
22 Statutory Guidance, paragraphs 3.63–3.65. 

https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
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2.24 In our view, the Assessment clearly describes and evidences what would likely 
happen if the Scheme was not implemented, emphasising that none of the 
Affordable Housing planned under the Scheme would be delivered without its 
subsidies. It also helpfully highlights other existing methods of delivering affordable 
housing, such as Section 106 Agreements, confirming that these would continue 
to operate independently of the Scheme. 

Changes in economic behaviour of the beneficiary and additionality 

2.25 Subsidies must bring about something that would not have occurred without the 
subsidy.23 They should not be used to finance a project or activity that the 
beneficiary would have undertaken in a similar form, manner, and timeframe 
without the subsidy (‘additionality’).24 For schemes, this means that public 
authorities should, where possible and reasonable, ensure the scheme’s design 
can identify in advance and exclude those beneficiaries for which it can be 
reasonably determined would likely proceed without subsidy.25  

2.26 The Assessment explains how, for each category of beneficiary, the grant funding 
provided under the Scheme will change the economic behaviour of potential 
beneficiaries by bridging the ‘viability gap’ required for Affordable Housing 
projects, thereby making Affordable Housing a viable investment option. In support 
of this, the Assessment refers to an independent report indicating that public 
subsidy will be required to fund further Affordable Housing delivery (in addition to 
those units expected to be delivered under Section 106 Agreements).26 

2.27 To ensure the Scheme does not fund costs that beneficiaries could have funded 
without the grant funding, the Assessment outlines distinct evaluation routes. For 
Continuous Market Engagements, Homes England will assess individual project 
bids to verify the accuracy of funding requests. For Strategic Partnerships, similar 
checks will be conducted at the overarching program level.   

2.28 In our view, the Assessment clearly explains and evidences how the subsidy 
would change the beneficiaries’ economic behaviour and how the Scheme brings 
about changes that would not have occurred absent the subsidy. Homes England 
clarified (see paragraph 2.30) the type of analysis that would be conducted to 
measure the ‘viability gap’ for Continuous Market Engagement and Strategic 
Partnership projects and ensure compliance with the additionality principle. 

 
 
23 Statutory Guidance, paragraph 3.67. 
24 Statutory Guidance, paragraphs 3.66–3.70. 
25 Statutory Guidance, paragraphs 3.71–3.73. 
26 Savills UK | Housing Completions Forecast for England 2025 

https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.savills.co.uk/research_articles/229130/377631-0
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Step 3: Considering the distortive impacts that the subsidy may have 
and keeping them as low as possible 

2.29 Under Step 3, public authorities should consider compliance of a subsidy with: 

(a) Principle B: Subsidies should be proportionate to their specific policy 
objective and limited to what is necessary to achieve it; and 

(b) Principle F: Subsidies should be designed to achieve their specific policy 
objective while minimising any negative effects on competition or investment 
within the United Kingdom.27 

Proportionality 

2.30 Homes England stated it will ensure the grants given under the Scheme are 
proportionate and the minimum necessary by addressing the viability gap. Homes 
England clarified that it will utilise established processes, which have been 
reviewed and approved as robust by the National Audit Office in its 2022 report, to 
review these gaps and provide oversight to ensure accurate and proportionate 
funding. In particular, for: 

(a) Continuous Market Engagements: projects are assessed by requiring 
potential beneficiaries to submit full capital costs, revenue assumptions, and 
a detailed funding breakdown (including debt, public subsidies, etc.) to 
compare against the grant funding request. Homes England checks these 
against regional and tenure benchmarks and seeks clarification if 
assumptions are inconsistent with other bids or similar projects in 
comparable market geographies. A compliance audit is conducted post-
completion to identify discrepancies, with grant recovery enforced through 
agreement clauses; and 

(b) Strategic Partnerships: programs are assessed similarly to Continuous 
Market Engagement projects. While the grant funding request is initially 
based on the potential beneficiary’s (ie bidding firm’s) calculation of the 
viability gap due to submarket rents, Homes England ensures accuracy and 
value for money through competition, benchmarking and review processes, 
such as benefit-cost ratio assessments. Strategic Partnership bids also 
undergo a challenge panel review involving Homes England, the Ministry of 
Housing, Communities and Local Government, and HM Treasury to ensure 
compliance with the assessment criteria. 

2.31 Homes England explained that it would monitor grant recipients’ delivery of the 
related projects against explicit performance criteria. Grant funding is paid in 

 
 
27 See Statutory Guidance paragraphs 3.75–3.112 and the SAU Guidance, paragraphs 3.14 – 3.18 for further detail. 

https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit
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arrears under both Continuous Market Engagement and Strategic Partnership 
routes, with partial payments made at specific project milestones under both 
routes. Recipients must provide information on the actual costs and revenues that 
are realised (as opposed to those forecast when funding was initially granted) in 
order to receive payments at these milestones. Recipients are also required to 
attend periodic review meetings to assess progress against performance criteria. 
For the Strategic Partnership route, there are annual independent financial audits 
of grant usage by recipients. Additionally, Homes England will require a selected 
sample of other grant recipients to appoint an independent auditor to assess their 
grant usage each year. 

2.32 Under both routes, recipients must notify Homes England immediately if they 
receive any additional subsidy from a third party, for example, under the Recycled 
Capital Grant Fund. For the Strategic Partnerships route, recipients must also note 
on project completion whether other subsidies were provided in addition to the 
SAHP grants. If overlapping subsidies are received, Homes England will be 
entitled to claw back its grant funding.  

2.33 The Assessment explains that there are various other scenarios in which Homes 
England could claw back grant funding from recipients. In particular, if outturn 
costs and revenues result in a higher grant intensity than planned when the bid – 
for the specific project for the Continuous Market Engagement route or for the 
programme for the Strategic Partnerships route – was accepted, Homes England 
can contractually reduce the final grant amount or recover grant monies already 
paid. Additionally, Homes England is entitled to monitor post-completion 
compliance and to claw back grant monies if performance criteria are not met. If a 
home that has received a grant ceases to be an affordable home, the grant must 
be repaid.  

2.34 The Assessment explains that, with respect to individual projects, flexibility on 
grant intensity is required because some types of Affordable Housing, which may 
closely align with the Scheme’s strategic priorities, such as homes in rural areas or 
for specialist projects, often cost more to deliver.  

2.35 In our view, the Assessment describes how it will ensure that subsidies awarded 
under the Scheme are proportionate and limited to the minimum necessary to 
achieve its specific policy objective.  

2.36 However, the Assessment should provide details on how the ‘viability gap’ 
exercise by Homes England will be implemented in practice. In particular, Homes 
England should further explain the comparative exercise it will undertake when 
allocating funding to beneficiaries and how this will incentivise firms to control their 
costs such that only the minimum necessary is funded.  
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2.37 Additionally, the Assessment could explain in more detail how Home England’s 
subsequent checks will ensure subsidies are proportionate. For example, the 
Assessment could explain how its sampling of recipients under the Continuous 
Market Engagement route will ensure accurate reporting of actual costs and 
revenues by recipients; and what Homes England’s options are if a project’s 
viability gap becomes larger than forecasted, especially where it becomes greater 
than that which Homes England is willing to fund. 

2.38 The report explains in detail that recipients have to self-report additional subsidies 
received. However, the Assessment could further explain how Homes England will 
respond if it identifies that overlapping subsidies have been received in order to 
ensure proportionality is achieved. 

Design of subsidy to minimise negative effects on competition and investment 

2.39 The Assessment considers how several of the Scheme’s characteristics could 
serve to minimise negative effects on competition and investment. These include 
monitoring, using performance criteria, and clawback elements of the Scheme and 
process, to ensure the Scheme funds only the minimum necessary for projects to 
be viable, as described above.  

2.40 The Assessment explains how the following characteristics could also minimise 
negative effects: 

(a) Type of costs – the Scheme only funds capital costs for constructing or 
acquiring homes. Homes England’s monitoring through its digital system will 
identify if any business-as-usual costs are claimed. The Assessment refers to 
example grant agreements published on gov.uk which provide a high-level 
list of eligible costs and ineligible costs. 

(b) Eligibility – the Scheme is open to any Affordable Housing developer in 
England (outside London), including unregistered for-profit housebuilders, 
which meet the eligibility criteria.28 The Scheme aims to have a level playing 
field between types of eligible organisations. Under the Continuous Market 
Engagement route, new entrants will be able to access grants throughout the 
Scheme’s duration. The Assessment states that there is an intention to 
launch a further Strategic Partnerships bidding round later in the programme, 
when new entrants could participate. 

(c) Ringfencing – statutory and contractual protections ensure that grants are 
ringfenced to only be used for the capital costs of additional supply of new 
sub-market, ie affordable, tenures. 

 
 
28 To be eligible, they must have the financial and technical capacity to deliver Affordable Housing; and have financial 
and legal ‘good standing’. 
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(d) Timespan – grants are one-off awards agreed in advance of delivery with 
recipients. The Scheme requires all funded homes to be completed by 2039. 

(e) Subsidy race – the Scheme does not overlap geographically with equivalent 
schemes run by the GLA and the Devolved Administrations. 

2.41 The Assessment also sets out, in Homes England’s view, why grant funding is the 
least distortive means of achieving the Scheme’s objectives. It explains why other 
forms of subsidy, which may be less distortive than grants are not appropriate 
alternatives, including loans, equity investments and supply-side interventions 
such as regulatory changes. 

2.42 The Scheme has no caps on the maximum size or maximum grant intensity of an 
individual grant. There is also no cap on the total amount of grant a single recipient 
can receive; however, the Strategic Partnerships route has a rolling limit on the 
amount of grant funding that can be allocated at any one time, ranging between 
£250 million and £700 million.   

2.43 In our view, the Assessment describes how design features of the Scheme 
contribute to minimising any negative effects of the Scheme on competition and 
investment within the United Kingdom. In particular, the Assessment explains how 
the Scheme is designed to enable the participation of a wide range of 
organisations, including SMEs and unregistered providers.  

2.44 However, the Assessment should evaluate and consider how the Scheme’s design 
could mitigate the risk of a small number of organisations being responsible for the 
supply of a large share of new affordable homes both nationally and in particular 
regions. A reduction in competition limiting the number of active bidders may 
reduce choice and lower quality in the long run. When evaluating this risk, the 
Assessment should: 

(a) explain why there are no caps on the total amount a recipient could receive 
under the Scheme, and why there is no maximum grant intensity; and  

(b) describe how the Scheme’s appraisal criteria and processes will ensure that 
the effects of the award of subsidies on competition will be taken into account 
and how outcomes will be monitored. 

2.45 Additionally, the Assessment could explain how any disadvantages to new 
entrants are minimised and proportionate under both the Continuous Market 
Engagement and Strategic Partnership routes. For example, it could explain how 
new entrants will be assessed under the deliverability criterion. It could also 
consider whether and how awards of strategic partner status may potentially affect 
competition. 
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Assessment of effects on competition or investment 

2.46 The Assessment identifies the relevant market as including organisations who 
build and/or own Affordable Housing in the long-term. It identifies Affordable 
Housing as sub-market, ie that the price of Affordable Housing is less than market 
price. The Assessment includes analysis of how, in the absence of the Scheme, a 
small proportion of housing would likely be developed as homes for sale at market 
rates in place of Affordable Housing, ie the Scheme may ‘crowd-out’ some homes 
that would otherwise have been available on the market as private houses. The 
Assessment notes that none of these homes would come forward as Affordable 
Housing in the absence of the Scheme. As a result, and also due to the Scheme’s 
eligibility criteria enabling a broad range of organisations to receive funding, the 
Assessment considers that the Scheme will not distort competition. 

2.47 The Assessment identifies the Scheme’s geographic dimension as England 
(excluding London).  

2.48 The Assessment sets out certain characteristics of the supply of Affordable 
Housing, focused on the different sources of Affordable Housing and suppliers’ 
lack of incentives to build it absent grant funding. The Assessment notes that 
affordable homes are built by a relatively small number of organisations and that 
the stock of homes owned by housing associations has become increasingly 
concentrated, with a small number of providers owning substantial shares (over 
10,000 homes). The Homes England Funding by Lead Partner report lists 190 
partners who received grant to deliver homes under the 2021-26 predecessor 
Scheme. 

2.49 The Assessment identifies the market for inputs to building affordable homes and 
the market for contractors paid by grant recipients to deliver the homes as relevant 
related markets. The Assessment considers that the Scheme is highly unlikely to 
distort these markets. As recipients will procure from these markets in a manner 
which achieves value for money and because they are required to comply with 
procurement rules, the Scheme will not advantage suppliers and contractors 
working on grant-funded homes over those in the wider housing market.  

2.50 In our view, the Assessment provides some analysis of market characteristics and 
of potential impacts on competition. For example, there is recognition that 
Affordable Housing subsidies may crowd-out some private investment.  

2.51 However, we consider that the Assessment should provide a more systematic 
evaluation of market characteristics, and effects on competition and investment. 
The Assessment should identify impacted product markets,29 with a more 
complete evaluation of current market characteristics such as market size, market 

 
 
29 Statutory Guidance paragraph 3.77, and Annex 3 paragraph 17.30. 

https://www.gov.uk/government/publications/affordable-homes-programme-2021-to-2026-summary
https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
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participants, overall market concentration, and the geographic scope of 
competition. The characterisation of the market could be informed using data on 
how much different suppliers were awarded under predecessor Schemes.  

2.52 Homes England could consider how the award of subsidies may affect competition 
between the set of suppliers active in particular regions; and if a few suppliers 
have a high share of that region’s new affordable homes, how Homes England will 
take that into account in its decision making. 

2.53 Whilst the Assessment considers potential competitive distortions in some 
adjacent markets such as for contractor services, the Assessment could address 
the Scheme’s potential impacts in further related markets. For example, if Homes 
England considers there to be a link between who builds the housing and its 
management, the Assessment could consider the management and ownership of 
Affordable Housing and shared ownership.  

Step 4: Carrying out the balancing exercise 

2.54 Under step 4 (Principle G), public authorities should establish that the benefits of 
the subsidy (in relation to the specific policy objective) outweigh its negative 
effects, in particular negative effects on competition or investment within the 
United Kingdom and on international trade or investment.30  

2.55 The Assessment states that this Scheme will enable Homes England to build on 
its existing affordable homes programme (currently due to conclude in 2026) and 
contribute significantly to the Government’s growth mission, including delivery 
towards 300,000 social and affordable homes, as well as helping to reduce the 
number of families in temporary accommodation and deliver high levels of social 
rent.  

2.56 The Assessment notes that the Scheme increases both the supply and speed of 
delivery of affordable and social homes to benefit people whose needs are not met 
by the commercial housing market.  

2.57 Homes England sets out the monetised benefits of the SAHP in its Assessment.31 
The delivery of additional housing is estimated using land value uplift,32 and 
distributional benefits,33 resulting from providing subsidised housing to lower 
income groups. Other monetised benefits include; health benefits, resulting from 

 
 
30 See Statutory Guidance, paragraphs 3.113–3.121 and the SAU Guidance, paragraphs 3.19 – 3.21 for further detail. 
31 We did not identify reasons to believe the monetised and non-monetised benefits (and costs) of the Scheme will be out 
of proportion to the overall SAHP. 
32 Land Value Uplift is the difference between the new use value of land, in this case for housing, and its previous use 
value. 
33 Homes England suggest that distributional benefits of the scheme reflect the net welfare gain to society of 
redistributing the grant funding from the general taxpayer towards the provision of cheaper rents for the tenants 
accessing the new affordable homes. Homes England suggest that once redistributed through the SAHP, the sum of 
society’s welfare should be higher. 

https://www.gov.uk/government/publications/uk-subsidy-control-statutory-guidance
https://www.gov.uk/government/publications/guidance-on-the-operation-of-the-subsidy-control-functions-of-the-subsidy-advice-unit
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reductions in overcrowding and rough sleeping; and amenity benefits, for example, 
the removal of disamenities from the development of undesirable brownfield land 
and creation of community or nature spaces.  

2.58 Non-monetised benefits identified by the Assessment include a reduction of 
households in temporary accommodation, a reduction in crime resulting from the 
provision of a safe and stable place to live, wellbeing benefits, and increased 
labour mobility.  

2.59 The Assessment also explores the possible negative effects of the Scheme, 
including:  

(a) impact on private supply such as:  

(i) crowding out, as set out in Step 3 – Homes England notes that a 
proportion of affordable housing ‘crowd-out’ the supply of private 
homes; 

(ii) Social Housing providers are able to acquire land in preference to 
market housing providers because they are receiving subsidy; 

(iii) Social Housing providers could utilise a disproportionate amount of 
available contractor resources; 

(iv) there could be a reduction in demand for private rental, negatively 
impacting landlords, as these individuals may favour shared ownership 
tenures; and 

(v) as supply of affordable and social housing increases, the demand for 
temporary accommodation will decrease. This will negatively affect the 
potential income generating opportunities for landlords of temporary 
accommodation.  

(b) beneficiary scale – the complexity of the processes under the Scheme may 
exclude smaller potential beneficiaries and favour larger registered social 
landlords as they have greater resources, capacity and expertise to compete 
for funding opportunities.  

2.60 The Assessment argues that such negative effects are likely to be small and will 
be outweighed by benefits arising from the Scheme. It states that those receiving 
affordable homes could not afford to buy in the open market. It also states land 
acquisitions for affordable homes and purchase of other inputs (eg contractor 
services) are in an open, competitive market. It notes that any impact on landlords 
is outweighed by the benefits of helping people into affordable housing and that 
the Scheme design mitigates against exclusion of any potential beneficiaries. 
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2.61 The Assessment also considers the geographical and distributional impacts of the 
Scheme. Homes England explains that all nations of the UK have equivalent 
schemes that provide support for affordable and social housing and as such, this 
Scheme will not disadvantage areas outside of England. The Assessment also 
notes that the design of the Scheme is expected to limit any geographical and 
distributional impacts as it aims to increase the availability nationally.  

2.62 Homes England has also considered the impact of this Scheme on international 
trade and investment and does not identify any factors of the Scheme that would 
make international trade or investment less attractive. 

2.63 The Assessment concludes that, though there may be potential negative 
distortions on the commercial housing sector as a result of the Scheme, which it 
will continue to monitor and evaluate throughout its duration, it has taken steps to 
minimise these and is satisfied that the SAHP subsidies’ beneficial effects in 
achieving the policy objectives outweigh the negatives.  

2.64 In our view, the Assessment clearly sets out the positive effects of the Scheme in 
relation to the policy objectives in line with Statutory Guidance. However, its 
consideration of potential negative impacts is limited due to the shortcomings 
identified under Step 3. The Assessment should provide a more detailed and 
evidenced explanation of the potential negative effects, including the scale of 
potential market distortions to competition and investment, and justify how they are 
outweighed by the benefits, when undertaking the balancing exercise. 

Other Requirements of the Act 

2.65 Homes England stated that a subsidy given under the Scheme would engage 
section 29 of the Act because it involves delivery of a Service in the Public 
Economic Interest (SPEI):  

(a) The Assessment has placed emphasis on the Statutory Guidance, which 
explicitly refers to social housing as an example of something that may be a 
SPEI.34 

(b) The Assessment then explains that Homes England will therefore be giving 
subsidies to SPEI enterprises under the SAHP for the purpose of providing 
SPEI services (being the provision of social and/or affordable housing).  

2.66 Homes England provided supporting evidence in the form of a document 
summarising legal protections, including protections where the recipient of the 
subsidy is the developer, but not the landlord, of Affordable Housing. In such 
circumstances, the relevant grant agreements require the developer to sell these 

 
 
34 Statutory Guidance, paragraph 6.1. 
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homes to registered providers or local authorities for social/affordable rented 
homes or registered and unregistered providers for shared ownership.  

2.67 In turn, the landlords would then be contractually required to provide the 
Affordable Housing in accordance with the applicable grant conditions. This has 
the result that such providers (ie the landlords) would therefore become subject to 
the statutory rules relating to ‘Social Housing’ under the Housing and 
Regeneration Act 2008, even though the recipient of the subsidy is the developer.  

2.68 This suggests that funding will have the effect of benefitting an ‘ultimate 
beneficiary’ (being the tenant or shared owner of the home that receives a 
discount against the counter-factual market value of the rent and/or other housing 
charges they would otherwise be required to pay), including in circumstances 
where the beneficiary is not the landlord of Affordable Housing. 

2.69 Once engaged, section 29 of the Act includes the following requirements:  

(a) the Subsidy is limited to what is necessary to deliver the SPEI services 
having regard to costs of delivery and reasonable profits (s29(2)); 

(b) the Subsidy is given in a transparent manner (s29(3)), meaning that the 
subsidy is given in accordance with a written contract (or other legally 
enforceable arrangement in writing), which sets out the terms of the subsidy 
and contains certain prescribed information (s 29(4) and (5)); and 

(c) arrangements are in place to regularly review the Subsidy to ensure it 
remains limited to the minimum amount necessary and that any excess funds 
can be recovered (s29(6) and (7)).  

2.70 In light of Homes England’s conclusion that Section 29 of the Act is engaged, the 
Assessment then addresses the above requirements and explains how these 
requirements are satisfied in relation to the Scheme.  

(a) In relation to section 29(2) of the Act (which the Assessment labels as 
‘Limited to what is necessary’), the Assessment notes that Step 3 of the 
Assessment states how each grant award will be calculated by reference to 
the project viability gap, such that no subsidy will exceed the minimum 
required in order to deliver a viable housing scheme. This is explained in 
further detail under Step 2.  

(b) In relation to sections 29(3) to (5) of the Act (which the Assessment labels 
‘Assigned in a transparent manner’), the Assessment explains that any 
subsidy provided to an enterprise under the Scheme will be provided 
pursuant to a grant agreement that assigns to the recipient the task to 
provide Affordable Housing for persons who would otherwise face challenges 
entering the housing market. The Assessment provides detail about the 
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information to be recorded in the grant or funding agreement, and this 
includes both the subsidy calculation, and also review and recovery 
mechanisms in respect of any overpayment. 

(c) In relation to sections 29(6)-(7) (which the Assessment labels ‘Satisfy the 
Principles’), the Assessment makes clear that Homes England considers that 
the Scheme is consistent with the subsidy control principles. 

2.71 In our view, the Assessment clearly considers the application of each of the 
section 29 requirements which it supports with significant reasoning and evidence. 

 

19 December 2025 
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