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1. The Referral

1.1 On 10 December 2025, the Greater London Authority (GLA) requested a report
from the Subsidy Advice Unit (the SAU)" in relation to the London Social and
Affordable Homes Programme (the Scheme) under section 52 of the Subsidy
Control Act 2022 (the Act).?

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

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

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, the GLA has considered in detail the compliance of the Scheme with
the subsidy control principles. In particular, the Assessment:

(a) clearly describes and evidences the specific policy objective of the Scheme
and its equity objective (Principle A), and demonstrates that the GLA has
considered other ways of achieving its policy objective (Principle E);

(b) explains how the Scheme is designed to enable wide participation by
registered providers (RPs)* and developers (Principle B);

(c) acknowledges and explores potential distortionary effects, in particular that
the Scheme could reinforce market concentration in housebuilding, create
inflationary pressure on land prices and crowd-out some private investment
in relation to land and private housing. It helpfully sets out mitigations in place
to address these risks (Principles F and G); and

" The SAU is part of the Competition and Markets Authority.

2 Referral of the proposed London Social and Affordable Homes Programme 2026-36 by the Greater London Authority -
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.

4 Registered providers of social housing are those which are registered with the Regulator of Social Housing.
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(d) takes a systematic approach to presenting how SPEI requirements are
addressed (Section 29 of the Act).

1.6 However, we have identified the following areas for improvement. The
Assessment should:

(a) describe in more detail how its processes, including the viability gap and
benchmarking checks, help ensure that subsidy funding is kept to the
minimum necessary. In particular, the GLA should further explain the
comparative exercise it will undertake when allocating funding in the initial
bidding round. It should also further explain how in practice the GLA has
satisfied itself that this Scheme and Section 106 regulations work together to
ensure proportionality (Principle B);

(b) provide greater detail on possible distortions in the London housebuilding
market arising from the Scheme. The GLA could consider monitoring the
identity and scale of housebuilders used to deliver subsidised projects, to
examine whether the potential distortion of disproportionately benefiting
larger housebuilders is realised and if so, whether current or future Scheme
conditions and acceptance criteria could be modified to address this
(Principle F); and

(c) seek to quantify, where practicable, benefits linked to the policy objective
alongside negative impacts to better explain why the benefits outweigh the
negative impacts (Principle G).

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

The referred scheme

1.8 The GLA is proposing to create a scheme to provide capital grant funding to
deliver affordable housing in London, covering both social housing (ie social rent
housing) and other affordable housing for rent or sale at sub-market rents/prices
for those whose needs are not met by the private housing market (together
Affordable Housing). Funding will be made available from the 2026/27 financial
year to deliver projects that can start on site no later than March 2036 and
complete by March 2039.

1.9 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 (MHCLG). The delivery of the SAHP is split between the GLA
and Homes England. The SAU has also published a report on Homes England’s



scheme,® which covers the development of social and affordable housing in
England outside of London.

1.10 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. The
GLA scheme will award up to £11.7 billion of capital grant funding (up to 30% of
the total budget). The GLA will agree targets for the number of affordable homes
delivered through the Scheme with MHCLG following the initial round of bidding.

1.11  The Scheme will fund the delivery of a range of Affordable Housing for rent and
purchase at sub-market prices, primarily funding social rent, shared ownership,
intermediate rent (including Key Worker Living Rent®) and London Living Rent’
tenures. The Scheme may also fund a limited number of other affordable housing
tenures. There is a national target under the SAHP that at least 60% of homes
delivered will be for social rent.

1.12  The Scheme will primarily fund the delivery of new-build Affordable Housing?®
(land-led projects® and developer-led projects'?). It will also fund other delivery
approaches, including providing funding to eligible organisations to:

(a) acquire and convert a limited number of unsold completed new-build market
homes into affordable homes;

(b) acquire a limited number of existing market homes (predominantly for the
delivery of new social rent homes); and

(c) in exceptional circumstances, refurbish and remodel existing specialist and
supported stock.

1.13  The Scheme will operate through open bids for grant funding. Eligible
organisations, such as local authorities, for-profit and not-for-profit RPs and
unregistered bodies including developers and ‘place-based’ organisations, will be
able to apply:

(@) in atime-limited competitive initial bidding round of around two months — for
both for named projects (identified sites which applicants either already own

5 Subsidy Advice Unit Report on the proposed Homes England Social and Affordable Homes Programme 2026-36.

6 A new type of affordable housing for middle-income Londoners — especially key workers — who find it hard to afford to
rent a home that suits their needs. Rents will be set using key workers’ average household incomes.

7 A type of intermediate affordable housing for middle-income Londoners who want to build up savings to buy a home
through shared ownership. Rents are based on a third of local household incomes and tenants are given the option to
buy their home on a shared ownership basis during their tenancy.

8 The Scheme has been designed to maximise the supply of new Affordable Housing and has set a cap relating to the
percentage of new Affordable Housing to be delivered through acquisitions of new market rate and ‘second hand’ homes,
and through the replacement of homes demolished on estate regeneration schemes.

9 Land-led projects are Affordable Housing projects which are initiated by the grant recipient, where the grant recipient
procures the delivery of the works for the project.

10 Developer-led projects are projects where Affordable Housing landlords acquire a proportion of new Affordable
Housing which are delivered by developers pursuant to planning obligations.
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or have a clear timeframe for acquisition and delivery) and for indicative
proposals to secure funding for a longer-term development pipeline; and

(b) on a ‘continuous market engagement’ basis following conclusion of the initial
bidding round — for named projects only, although the GLA reserves the right
to change its position on limiting indicative bids to the initial bidding round.

1.14 Bids will be assessed in accordance with three assessment criteria:

(a) Value for money aims to ensure that grant allocated does not exceed the
viability gap. In order to help minimise the subsidy, the GLA will go through a
process of moderation, benchmarking and negotiation with bidders. In order
to do so, the GLA is able to request further financial information from bidders
such as cost data and viability gap assessment; and it might procure external
viability consultants for instance where the requested level of funding is
particularly high or where the financial information provided is not consistent
with the GLA’s benchmarks.

(b) Deliverability aims to ensure that projects will be assessed for certainty of
delivery and the GLA will take feedback from the Regulator of Social
Housing. The GLA will take into consideration an organisation’s delivery
performance in other programmes and previous funding bids when assessing
funding bids and consider the scale of an organisation’s delivery homes.

(c) Strategic fit will consider the extent to which organisations are meeting the
Mayor’s ambition to maximise new delivery, the delivery of a range of tenures
including a significant number of social homes, the delivery of supported and
specialist housing and other Mayoral priorities highlighted in the funding
guidance.™

1.15 The GLA will not apply a cap on the total amount of grant a recipient may receive.
Recipients receiving funding through the Scheme will generally be expected to
own and be the immediate landlord of the completed homes, although other
structures will be considered.

1.16  The GLA 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.'? In particular, the Scheme allows for subsidies of over £25 million to be
awarded.

" GLA, London Social and Affordable Homes Programme 2026-36 Funding Guidance, p12-15, paragraphs 50-72.

2 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.
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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 the GLA.

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.'3

Policy objectives

2.3 The Assessment states that the policy objective of the Scheme is to increase the
supply of Affordable Housing in London to meet the needs of people on lower and
medium income levels who are unable to buy or rent suitable general needs or
specialist and supported housing on the open market. By doing so, the Scheme
aims to improve the standard of living for a number of disadvantaged people in the
capital.

24 The Assessment explains that the Scheme will address this policy objective by
funding the capital costs of delivering Affordable Housing across a range of
tenures and locations in London. This funding is intended to make delivery of
Affordable Housing projects financially viable, thereby increasing the supply of
Affordable Housing in London.

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

3 See Statutory Guidance, paragraphs 3.33-3.59 and the SAU Guidance, paragraphs 3.6-3.10 for further detail.
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Equity Objective

2.6

2.7

2.8

2.9

2.10

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

The Assessment states that the rationale for the Scheme is aligned with the
criteria for equity objectives, in particular reducing social or economic
disadvantage. The Assessment sets out and evidences that London is facing a
housing affordability crisis, as the most expensive region in England in which to
rent or buy a home. It explains that the supply of affordable housing is not meeting
current demand, with 12,719 affordable homes completed in 2023/24. It contrasts
this to the GLA’s 2017 Strategic Housing Market Assessment which identified a
need for 42,841 new affordable homes per year between 2016 and 2041.

The Assessment goes on to state the delivery of affordable homes has been
affected by a significant drop in overall new housing delivery in London (30% year-
on-year from 2022/23 to 2023/24), as affordable homes are often delivered on the
same developments as market homes. This is in the context of the number of
households on local authority waiting lists in London reaching its highest figure
(336,366 households) for more than a decade in 2024.

As a result of the number of affordable homes not meeting demand, the
Assessment states many lower and medium-income households are unable to
rent or buy suitable general needs or specialist and supported housing in London.
—in turn contributing to unequal outcomes for people in London. The Assessment
evidences the following negative impacts resulting from a lack of access to
affordable housing:

(@) poorer health and wellbeing outcomes;
(b) rising homelessness and insecure housing;
(c) poorer education outcomes;

(d) displacement of lower-income households from their local communities —
including for key workers; and

(e) greater inequality — supported by an Equality Impact Assessment for the
Scheme concluding that the impacts of the funding conditions for the Scheme
are considered positive for those with protected characteristics.®

The Assessment explains that the mix of affordable homes the Scheme has been
designed to deliver will address these issues by increasing the supply of affordable

14 Statutory Guidance, paragraphs 3.52—3.56.

15 | ondon Social and Affordable Homes Programme 2026-36 - Equality Impact Assessment.
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homes and therefore helping to deliver a higher standard of living to those
benefitting from the new homes.

2.1 In our view, the Assessment clearly describes and evidences the equity objective
that the Scheme seeks to address. However, the Assessment could helpfully
reference how the statutory function given to local authorities to devise an
allocation scheme for determining priorities for social and affordable housing'®
ensures that housing allocations address the equity objective effectively.

Appropriateness

2.12  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.'”

2.13  The Assessment explains that the GLA has considered the following means to
achieve the policy objective:

(@) Planning policy:

(i) The Assessment states that planning policy in London includes
thresholds which trigger affordable housing requirements for major
development proposals.'® However, these measures do not ensure the
financial viability of affordable housing delivery at the scale needed to
meet demand,;

(i) The Assessment also notes proposals under consultation for
emergency measures in recognition of pressures on housebuilding in
London (such as high interest rates and construction costs). Among
these are proposals for a time-limited planning route to reduce planning
requirements on developments, including reducing thresholds relating
to affordable housing. Consequently, this route references the need for
affordable housing grant or other public subsidy to increase the
proportion of affordable housing, meaning related subsidies will be
needed regardless of whether it is implemented;

(b) Loans and equity investment on commercial terms: the Assessment explains
and evidences that while most grant recipients will use a combination of
borrowing and grant, many RPs have limited scope to borrow further money.
In combination with increased costs of borrowing, the Assessment states the

6 Under Part VI of the Housing Act 1996.

17 Statutory Guidance, paragraphs 3.57-3.59.

'8 In particular, planning obligations set out in Section 106 of the Town and Country Planning Act 1990. Typically, Section
106 agreements (Section 106) secure affordable housing through planning obligations attached to private developments
and the homes are sold at a discount of their open market value to RPs, subsidised by developer profit associated with
the private development.
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GLA considers that options for RPs to secure funding on commercial terms
do not replace the need for affordable housing subsidies;

(c) Skills and capacity: the Assessment explains that while the Government’s
announced Council Housebuilding Skills and Capacity Programme will help
to address skills gaps which limit affordable housing delivery, it does not
address the underlying financial viability issues which the Scheme is
focussed on; and

(d) Benefits system: the Assessment states that housing benefit does not
address the underlying issues of a shortfall of supply, so is not an appropriate
instrument to deliver the identified policy objective.

2.14  The Assessment recognises the policy objective can be supported by
complementary instruments such as some of those discussed above, but in the
context of the scale and complexity of demand for affordable housing and the
need to deliver this at pace, it considers subsidy to be the most appropriate tool.

2.15 Inour view, the Assessment demonstrates that the GLA has considered other
ways of achieving its policy objective and clearly explains and evidences why a
subsidy was the most appropriate option against a range of alternative levers.

Step 2: Ensuring that the subsidy is designed to create the right
incentives for the beneficiary and bring about a change

2.16  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.®

Counterfactual

2.17 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).?°

2.18 The Assessment sets out a counterfactual scenario where, in the absence of the
Scheme, none of the affordable homes targeted by the Scheme would be

19 See Statutory Guidance, paragraphs 3.60-3.74 and the SAU Guidance, paragraphs 3.11-3.13 for further detail.
20 Statutory Guidance, paragraphs 3.63-3.65.
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2.19

2.20

2.21

delivered as Affordable Housing. This is because the subsidies under the Scheme
aim to address the viability gaps that would otherwise exist. The Assessment
notes that grant funding was a significant contributor to the delivery of new
Affordable Housing in 2023-24 and references a report by Savills which identified
a very substantial viability gap in delivery new Affordable Housing in London.?’

The GLA notes other existing methods of delivery Affordable Housing, that are
complementary to the Scheme, albeit both routes present challenges:

(a) Delivery through the planning system: delivery under the Section 106 route is
dependent on private completions, which have decreased significantly in the
last decade. A report by Savills shows that private housing starts more than
halved in the year up to September 2025 and are at their lowest since
2009.%2 A lack of overall homes coming forward for planning permission
means fewer Affordable Housing will be delivered under this route. The
Assessment states that additionally RPs have scaled back their appetite for
purchasing homes delivered through the planning system, motivated
principally by financial pressures, an increased focus on grant funded
development and a renewed emphasis on investment in existing stock.??

(b) Other funding sources: Affordable Housing can be funded through sources
such as borrowing, income from rents and selling homes to the market.
However, Affordable Housing providers face significant financial pressures,
including increased build and borrowing costs and costs relating to their
existing stock. The Assessment explains that Affordable Housing delivery
through this route alone, without subsidy to support it, would be limited.
Supporting evidence show that the number of homes delivered through this
route is likely to fall to a significant extent.?*

The GLA confirmed that it expects that the most likely counterfactual scenario is
that none of the Affordable Housing expected to be delivered through subsidy
would come forward in the absence of the Scheme.

In our view, the Assessment provides a description of what would be likely to
happen if the Scheme was not implemented. However, it could better explain why
certain housing projects are able to proceed without any subsidy (as set out in
paragraph 2.19(b)) but others present a viability gap that require subsidies.

21 Savills for GLA, London’s Affordable Housing Funding Requirement, August 2022, p5, paragraph 9.

22 Savills, Why has housing delivery in London fallen so dramatically over the past decade?, September 2025, p1, bullet
points 1 and 2.

28 Savills, Why falling demand for Section 106 homes is a barrier to wider housing delivery, 27 August 2024, introductory
paragraph.

24 Savills for the GLA, London’s Affordable Housing Funding Requirement, August 2022,
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Changes in economic behaviour of the beneficiary and additionality

2.22

2.23

2.24

2.25

Subsidies must bring about something that would not have occurred without the
subsidy.?® 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’).?® 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.?’

The Assessment explains that the Scheme aims to incentivise Affordable Housing
providers to invest in delivering Affordable Housing in London. It is doing so by
making such delivery financially viable. The need for the subsidy arises from the
financial and investment challenges faced by RPs.

In support of the additionality assessment, it explains that the Scheme only funds
costs directly attributable to the delivery of Affordable Housing, such as
acquisition, building and major site development works, and other associated
costs (eg legal fees, external consultant’s fees, insurance premiums, borrowing
administration charges, an appropriate proportion of the grant recipient’s
development and administrative costs, etc), and it will not fund ongoing costs
related to a grant recipient's normal day to day running of its business. Further,
grant recipients will not be able to use subsidy for other activities. Where costs are
common to both Affordable Housing and other activities, only such part of the cost
as is attributable to the Affordable Housing may be subsidised. The Assessment
further describes how the GLA will review costs incurred by beneficiaries. It also
states the bid assessment will assure additionality through consideration of value
for money and deliverability.

In our view, the Assessment clearly explains how the subsidy would change the
beneficiaries’ economic behaviour and that the Scheme brings about changes that
would not have occurred absent the subsidy.

Step 3: Considering the distortive impacts that the subsidy may have
and keeping them as low as possible

2.26

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

25 Statutory Guidance, paragraph 3.67.

26 Statutory Guidance, paragraphs 3.66-3.70.

27 Statutory Guidance, paragraphs 3.71-3.73.
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(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.?®

Proportionality

2.27

2.28

2.29

The Assessment states GLA will not allocate grants in excess of the viability gap,
which means the cost/income gap in relation to the delivery of the Affordable
Housing plus a reasonable profit for the project.?® It further clarifies that it will
utilise established processes to review these gaps and provide oversight to ensure
accurate and proportionate funding. In particular, the Assessment states:

(@) the GLA will run a time-limited competitive initial bidding round which is open
to all eligible organisations. Benchmark data will be used to review the
viability of projects for different tenures of affordable housing projects;

(b) the subsidy amount will be determined before accepting a project. The grant
agreement will specify that, if costs decrease the grant may be reduced prior
to drawdown to ensure that the grant does not exceed the maximum amount
required to fund the viability gap; and

(c) the GLA has significant experience of reviewing the viability gap of affordable
housing projects through the administration of its Affordable Homes
Programmes and reviewing the viability of development through referable
planning applications.

The GLA explained it would monitor grant recipients’ delivery of the related
projects against explicit performance criteria. Grant funding is paid at certain
project milestones after the GLA is satisfied the milestone has been met.
Recipients must provide up-to-date information on costs, valuations, and other
detailed evidence and certification. The GLA will assess the certainty of delivery
within forecasted timescales. There are annual independent financial audits of a
sample of grant usage by recipients. Additionally, the GLA will require a selected
sample of other grant recipients to appoint an independent auditor to assess their
grant usage each year.

Recipients must notify the GLA immediately if any additional subsidy is offered by
the GLA or a third party. If overlapping subsidies are received, the GLA would be
entitled to clawback its grant funding. The Assessment notes the agreements will
specify that grant may be recovered if combined public sector funding exceeds the
identified viability gap.

28 See Statutory Guidance paragraphs 3.75-3.112 and the SAU Guidance, paragraphs 3.14-3.18 for further detail.
2% For new-build development, the GLA would consider a reasonable profit to be 4 to 6 per cent on gross development
value for affordable housing.
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2.30 The Assessment explains that the GLA is entitled to monitor post-completion
compliance and to clawback grant monies if post-completion performance criteria
are not met. If a home ceases to be an affordable home, any grant must be repaid.

2.31 In our view, the Assessment describes how it will ensure that subsidies awarded
under the Scheme are proportionate. However, it should describe in more detail
how its processes, including the viability gap and benchmarking checks, help
ensure that subsidy funding is kept to the minimum necessary. In particular, the
GLA should further explain the comparative exercise it will undertake when
allocating funding in the initial bidding round,* and whether a competitive process
is used to incentivise potential recipients to bid for the minimum necessary
subsidy, and which would thereby inform subsequent benchmarking.

2.32  Additionally, the Assessment should explain how the GLA has satisfied itself that
this Scheme, and Section 106 regulations, work together to ensure value for
money and proportionality, for example in ensuring that subsidy funding leads to
the delivery of additional affordable homes and is not given for Section 106
Affordable Housing that would be provided absent the subsidy.3"

Design of subsidy to minimise negative effects on competition and investment

2.33 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.

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

(@) Type of costs — The Scheme funds capital costs for constructing and
acquiring homes. The GLA specifies any costs that are claimed must be
linked to funding affordable housing. The scheme will use sampled
compliance audits to ensure compliance;

(b) Eligibility — The Scheme is open to RPs and developers individually or as part
of a consortium. The Scheme aims to provide subsidy to a wide range of
these organisations. Following conclusion of the initial bidding round, the
GLA will reopen bids on a ‘continuous market engagement’ basis. At this
point entrants could participate;

30 See paragraph 1.13(a).
31 For instance, the Assessment could compare the scale of subsidies with the scale of developer financing to support
Section 106 projects.
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2.35

2.36

2.37

(c) Ringfencing — statutory and contractual protections ensure that grants are
ringfenced to only be used for the capital costs of additional supply of new,
affordable, tenures;

(d) Timespan — grants are one-off awards agreed in advance of delivery with
recipients. The Scheme requires all funded homes to be started by 2036 and
completed by 2039; and

(e) Subsidy race — the Scheme does not overlap geographically with equivalent
schemes run by Homes England or the Devolved Authorities.

The Assessment also sets out, in the GLA’s view, why grant funding is the least
distortive means of achieving the Scheme’s objectives. It explains why other policy
instruments (including other forms of subsidy), which may be less distortive than
grants are not appropriate alternatives, including planning, loans, equity
investments, benefits, and supply-side interventions such as regulatory changes
and addressing skills shortages.

The Scheme has no caps either on the maximum size or maximum grant intensity
of an individual grant, provided it does not exceed the viability gap, or on the total
amount of grant a single recipient can receive. The Assessment explains that the
GLA decided not to apply caps as market conditions have changed significantly in
recent years and are likely to change over the programme period. It also explains
that different organisations delivering across different locations in London and
types of homes and sites are likely to require varying amounts of subsidy to
ensure viability, with in particular, some smaller and specialist projects are likely to
require significantly more grant intensity than those delivering a mixture of tenures
or delivering at scale.

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 wide participation by RPs and developers.

Assessment of effects on competition or investment

2.38

2.39

The Assessment identifies the relevant product as Affordable Housing, where the
main suppliers are local authorities and RPs. It identifies Affordable Housing as a
sub-market of the wider housing market. A number of input markets are also
identified. The Assessment notes that a substantial number of new homes would
come forward as Affordable Housing due to this Scheme.

The Assessment identifies the Scheme’s geographic dimension as Greater
London.
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2.40

2.41

The Assessment considers the subsidies are likely to go to a wide range of
recipients with 30 boroughs, two local authority housing companies and 39 private
RPs receiving funding in previous schemes.

The Assessment identifies the market for inputs to providing Affordable Housing
including the housebuilding and land markets. The market for private housing is
also considered a relevant related market. In particular, the Assessment considers
potential negative impacts arising from the Scheme, acknowledging the following
possibilities:

(@)

(b)

Large housebuilders will be better placed to bid for contracts and deliver at
the required scale, and smaller organisations and new entrants may find it
harder to bid due to their lesser resources, capacity and expertise, and the
regulatory and administrative burdens, eg in becoming an RP. This could
potentially reinforce market concentration in housebuilding, which is a well
understood issue. It states that the design of the Scheme will mitigate these
risks by providing opportunities for small housebuilders to access funding, for
example by offering a range of delivery routes to support smaller and
specialist providers such as strategic partnership opportunities and the option
to bid as part of a consortium, and by offering support to projects on smaller
sites which may be more accessible to smaller housebuilders. The
Assessment also refers to the Procurement Act 2023 which includes a
requirement on local authorities and RPs to treat suppliers the same and to
have regard to the barriers that SMEs may face.

The Scheme may contribute to higher land values by increasing demand for
land, benefiting those with significant existing landholdings which could
include large housebuilders. There may also be an effect from providing
subsidy to Affordable Housing providers who may gain a competitive
advantage to acquire land over private housing developers.

The ability to secure funding for projects starting up to March 2036 could risk
distortive impacts, such as allowing projects to continue after they have
become uneconomic or obsolete, incentivising requests for further funding,
deterring potential entrants, and encouraging organisations to remain in the
market when this is no longer economical. It states that the design of the
Scheme will mitigate this risk by ensuring that projects are not open-ended in
terms of timescale and funding, that there is provision to withdraw funding,
and that payments are aligned with agreed milestones.

There may be a small displacement effect on the private housing market due
to the Scheme leading to affordable homes being delivered where these
might otherwise have come forward as market homes.
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2.42

2.43

In our view, the Assessment provides some analysis of market characteristics and
of potential impacts on competition. For example, it acknowledges and explores
potential distortionary effects, in particular that the Scheme may disproportionately
benefit larger housebuilders which could reinforce market concentration. The
Assessment explains that the Scheme could create inflationary pressure on land
prices and that Affordable Housing subsidies may crowd-out some private
investment in relation to land and private housing. It also helpfully sets out
mitigations in place to address these risks.

Whilst the Assessment considers potential competitive distortions in markets such
as housebuilding, land and private housing, in our view the Assessment should
provide greater detail on the current extent of competition in the London
housebuilding market and possible distortions arising from the Scheme. Alongside
this, the GLA could consider monitoring the identity and scale of housebuilders
used to deliver subsidised projects, to examine whether the potential distortion of
disproportionately benefiting larger housebuilders is realised, and if so, whether
current or future Scheme conditions and acceptance criteria could be modified to
address this.

Step 4: Carrying out the balancing exercise

2.44

2.45

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.3?

The Assessment states that the principal benefit of the Scheme will be the delivery
of affordable homes in London to meet the needs of those on lower incomes who
are unable to buy or rent suitable housing on the open market. It then sets out
linked benefits which will improve the standard of living for many disadvantaged
people living in London:

(a) less homelessness and fewer people living in temporary accommodation;
(b) improved health and wellbeing;

(c) better educational outcomes;

(d) greater (financial) equality; and

(e) stronger communities and more (employment) opportunities.

32 See Statutory Guidance, paragraphs 3.113-3.121 and the SAU Guidance, paragraphs 3.19-3.21 for further detail.
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2.46

2.47

2.48

The Assessment identifies a number of potential negative effects, which are set
out in paragraph 2.41.

The Assessment considers the negative effects to be small relative to the benefits
of the Scheme, such as providing Affordable Housing for those who are unable to
access homes on the open market and the potential to bring forward land that
otherwise would not have been available for residential development. For
example, it sets out that the proportion of private homes which would come
forward in place of affordable homes in the absence of subsidy is likely to be
minimal. The Assessment therefore concludes that the benefits of the Scheme -
which are likely to be far-reaching and long-term - outweigh the negative impacts
which are less significant and mitigated by the design of the Scheme.

In our view, the Assessment sets out the positive effects of the Scheme in relation
to the policy objectives, as well as potential negative impacts, and conducts a
balancing exercise between them in line with the Statutory Guidance. However,
the Assessment should seek to quantify, where practicable, some of the benefits
linked to the policy objective, for instance using land value uplift®3 and
distributional benefits34 resulting from providing subsidised housing to lower
income groups, as well as negative impacts to better explain why the benefits
outweigh the negative impacts.3°

Other Requirements of the Act

2.49

The GLA said that a subsidy given under the Scheme would engage section 29 of
the Act because it involves delivery of a Service of Public Economic Interest
(SPEI), which it explained as follows:

(@) Any subsidy under the Scheme will be provided pursuant to a grant
agreement that requires the grant recipient to perform a public service
obligation in providing affordable homes within Greater London to those in
need of affordable housing.

(b) In practice, any subsidy would be provided as a capital grant to fund costs
that relate to the acquisition of land/property and/or to fund costs related to
the delivery of affordable homes.

33 Land Value Uplift is the difference between the new use value of land, in this case for housing, and its previous use

value.

34 To 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.

35 For example, the GLA could have considered using the business case for the overall SAHP which details and
quantifies many aspects of the impacts. We did not identify reasons to believe the benefits (and costs) of the Scheme will
be out of proportion to the overall SAHP.
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(c) In this way, the relevant capital funding relates to costs directly associated
with the provision of a SPEI, as the capital funding ensures that it is
financially viable for affordable housing to be delivered.

(d) Accordingly, the GLA is giving a subsidy to a SPEI enterprise (the grant
recipient) for the purpose of providing SPEI services (the provision of
affordable housing), such that section 29 is engaged.

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

(@) 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)).

2.51 Inlight of the GLA’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.

2.52 Inrelation to section 29(2) of the Act, the Assessment notes the grant agreements
will provide that any grant must be applied solely for the purposes of funding the
relevant project costs for the affordable homes. Where there is overlap between
costs relating to the delivery of affordable homes within a project and any other
costs of the grant recipient, then only such part of cost that is attributable to the
delivery of affordable homes can be treated as a cost to be paid under the grant
agreement. The Assessment further refers to a series of mechanisms in place to
ensure that the subsidy is the minimum necessary (see paragraphs 2.27 and
2.28).

2.53 Inrelation to sections 29(3) to (5) of the Act, the Assessment notes that any grant
under the Scheme must be provided through a written grant agreement. The
Assessment states that:

(@) This grant agreement must specify the types of projects that may be funded
(all of which must deliver affordable housing) and the rents that may be
charged, and the agreement must also specify that the grant recipient (is to
deliver or procure the delivery of affordable housing.
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2.54

2.55

(b) The grant agreement will also require the grant recipient to state that they will
own and be the landlord of the affordable housing once it is available to rent
or buy. Alternatively, if the affordable homes are to be disposed of to a third
party landlord, the agreement will require the grant recipient disposing of the
homes to ensure that the third party landlord itself enters into an agreement
with the GLA under which the third party landlord will be required to provide
the SPEI services.

(c) The grant agreement will specify the delivery period for which the SPEI
services are provided. The grant agreement will include relevant milestone
dates for delivery of affordable housing, as well as ongoing contractual
obligations requiring the homes to be used for affordable housing after
practical completion. The agreement will also require that any affordable
homes be within Greater London.

(d) The grant agreement will specify the amount allocated for delivery of the
SPEI services. The grant agreement will also specify that if the project costs
subsequently decrease, then the GLA may reduce the grant prior to
drawdown and/or recover the grant which has already been paid to ensure
the grant does not exceed the maximum amount required to fund the viability

gap.

In relation to sections 29(6)-(7), the Assessment explains that appropriate
arrangements are in place to regularly review subsidies granted under the Scheme
to ensure they remain limited to the minimum amount necessary. The Assessment
makes clear that the GLA will be entitled to recover any SPEI overpayment and/or
unlawful subsidy. Additionally, the Assessment states that the GLA will be able to
regularly review a subsidy to at least once every three years and at the end of the
delivery period in order to ensure that it remains limited to what is necessary to
deliver the SPEI services, and to take steps to recover a subsidy to the extent this
is not the case.

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

3 February 2026
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