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Dear Chancellor,
The forthcoming Building Safety Levy’s impact on future housing delivery

The Government acted swiftly and decisively following the general election last summer to improve the
planning system and create a more positive approach to housing supply. The speed and extent of the
planning reforms can only be commended. However, a new, more progressive planning system alone
will not deliver the new homes the country so urgently needs.

Our businesses want to invest more and build many more new homes. Our industry also recognises
the challenging fiscal situation facing the Government, not least in light of recent events. But the ability
of the industry to invest in increasing the supply of new homes to meet the Government’s 1.5 million
target is being threatened by the imposition of new taxes with the Government’s forthcoming levy on
new homes being the latest in a long line of additional policy costs over several years, making
development more challenging and seriously threatening SMEs in particular.

With housing affordability worsening, the dream of home ownership is becoming increasingly
unobtainable for a generation of young people. Additionally, Affordable Housing providers are facing
significant challenges in taking on Affordable Homes built by private home builders via Section 106
cross-subsidy. Meanwhile, the policy and regulatory costs involved with delivering new homes
continues to rise, rendering more of the country unviable for new homes and threatening the
government’s very welcome aims to build 1.5 million homes this Parliament. At the same time and for
the first time in 60 years, no government home ownership support is in place for would-be first-time
buyers.

Despite the change in government and the welcome recognition of the important part housing has to
play within a growing economy, the indicators of new housing supply, including the number of planning
permissions and the number of active new housing sites continues to decline.

Amidst these challenges, the confirmation that this government will proceed with its predecessor’s
nakedly anti-development new tax, the Building Safety Levy, on new homes, due for implementation
later this year, has raised significant concerns from all areas of the new build sector. This additional
burden will result in many fewer homes, including Affordable Homes, being built and likely threaten the
existence of some hard-pressed SME home builders.

Impact

Officials recently acknowledged during a Public Accounts Committee (PAC) hearing that no impact
assessment for the new Building Safety Levy has been conducted, while also revealing that the new
tax on development is now expected to raise £3.4bn, up from the £3bn consulted on by the previous
government.

We anticipate that the new ‘Building Safety Levy’ will have a substantial impact on housing supply in
the short- and medium- term and will likely suppress delivery in the long term as well. Indeed, because
of the stance of the previous government and its general approach to development, it seems likely that
the Levy was devised and designed to reduce housing supply, particularly in parts of the country with
the greatest housing affordability pressures. This levy on new homes will add thousands of pounds to
the cost of providing each new home.

The pure financial impact of absorbing such significant costs, particularly for small builders, is
exacerbated by MHCLG’s plan for its implementation. Despite having zero visibility today as to the
precise local levy rates which will be determined with some reference to local house prices, the levy is



due to be implemented later this year. This means that sites that were acquired several years ago will
now become liable for another tax of an as yet unknown sum which is likely to cause significant delay
in housing delivery as scheme viability is revisited and has the potential to reduce the delivery of housing
including Affordable Housing as a result.

Furthermore, the proposed timing and process for collecting the new tax is particularly punitive. It is
expected that home builders will pay the full levy liability at the point of the first home completing
meaning that builders will be forced to pay what will amount to hundreds of thousands of pounds in
additional taxes at the point of peak capital outflow on each site. It will burden all home builders, but
especially small and medium-sized businesses who will face significantly higher interest costs meaning
that it takes longer to recycle equity into new sites and increase output.

Inequitable

This proposed new £3.4bn Building Safety Levy is palpably unfair given the pre-existing contribution of
UK home builders to building safety remediation efforts which is estimated at £6.4bn through a 4%
precept on Corporation Tax, introduced in 2021, which was described by the government at the time as
our industry’s ‘fair contribution’ to the building safety crisis as well as unprecedented self-remediation
commitments made by more than 50 UK home building businesses remediating buildings which were
built in compliance with building regulations at the time, with those home builders relying in good faith
on the guidance of regulators and the representations of product manufacturers. Those product
manufacturers, some of whom were described in the Grenfell Tower Inquiry Phase 2 Report as being
‘systematically dishonest’, are yet to contribute a penny and neither have overseas developers, many
of whom were active in building high-rise schemes during the 2000s and 2010s.

UK home builders Product manufacturers
Confirmed taxes £2.0bn (RPDT) £0
Voluntary pledges | £4.4bn (Self-Remediation) £0
Proposed taxes £3.4bn (Building Safety Levy) | £0
Total £9.4bn £0

Unnecessary

Putting aside the inequitable approach, the need for yet another new tax on home building for this
purpose has never been demonstrated by the government. The £5.1bn Building Safety Fund was
established more than four years ago, supported by £2bn raised through additional Corporation Tax
paid by UK home builders. As of December 2024, £2.4bn of this funding had been allocated.
Furthermore, through the self-remediation commitments made by responsible UK businesses, around
£700m of this funding will be reimbursed by developers when MHCLG issues invoices for the sums. It
is, therefore, likely that more than £3bn remains available in the BSF.

HBF has long contested the 2021 estimates made by MHCLG as to what the total funding package for
relevant remediation might be, highlighting several major flaws with the methodology employed by
consultants on the Ministry’s behalf. During the same PAC hearing referenced above, officials
suggested that the MHCLG would only make a proper estimate later in 2025. Pressing ahead with a
new tax on home building in the absence of an impact assessment and without robust analysis even to
demonstrate its need is premature and misguided. Under the previous administration this could be put
down to a political desire to suppress housing delivery. The logic today is less clear.

Building 1.5 million homes in this Parliament

The government’s target to build 1.5 million homes during this Parliament is necessarily ambitious and
was backed up by suitably bold action to rewrite the National Planning Policy Framework in the first
months, providing a platform to deliver. However, in key areas persistent obstacles to development
remain in place.

The Building Safety Levy will represent another brake on growth in housing supply. The exact impact
is hard to quantify, however it must be seen in the context of cumulative regulatory costs in recent years,
reduced house prices and a period of significant build cost inflation. It is therefore even more concerning
that no attempt has been made to consider or estimate the impact that this will have on housing supply,
including the many Affordable Homes that will no longer be delivered as the levy will supersede potential
Section 106 contributions. It is similarly frustrating that this development tax is being imposed before
an assessment has been made by MHCLG of the required quantum.



It is not too late to reconsider this tax, which was designed by a previous government. We are calling
on the Government to finally provide a robust evidence base around the necessity of this new tax.

We believe that before introducing this latest new tax on home building, the Government should:

1. Complete the work, promised by officials to be undertaken during 2025, to determine how much

funding is required.

2. Publish a robust Impact Assessment to explore how many fewer private and Affordable Homes
will be built as a result of the levy.
3. Reconsider the collection and administration of the levy which is expected to hit SME home

builders particularly hard.

4. Be braver in tackling the product manufacturers who rebuffed attempts by the previous
administration to obtain financial contributions for building safety remediation efforts.

HBF would welcome further discussion with you and your ministers, and colleagues across government
to help avert a serious reduction in housing delivery as a result of this new tax.
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