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Purpose of report 

For information. 

 

Summary 

This report updates members on the Government’s announcement on 10 February and 

provides some initial reactions. 
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Recommendation 

That the Board note the update 

Actions 

Officers will take action as directed 
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Building Safety announcement 

Announcement 

1. On 10 February 2021, the Secretary of State announced further measures in response to 

the cladding crisis. The announcement has three key elements set out on the 

Government website. The Government has said the measures announced will 

 provide reassurance and security to leaseholders,  

 give mortgage providers confidence that where cladding removal is needed, 
properties will be worth lending against and 

 will mean people living in homes which they have been prevented from selling, or 
re-mortgaging, through no fault of their own, will now be able to move on with 
their lives. 

2. The first element is £3.5bn to pay for cladding remediation over 18m.  

2.1. This is simply an increase (a very substantial one) in the £1bn already announced 

for the non-ACM Building Safety Fund. The level of increase suggests the HCLG 

Select Committee was right to estimate that the initial £1bn would cover less than a 

quarter of the full cost. 

2.2. There is a 30cm tolerance in the ‘over 18m’ requirement, meaning that buildings 

over 17.7m can apply. 

2.3. The fund only covers external wall systems but does cover insulation as well as 

cladding. The Government website implies that the new money will be subject to the 

same limitations as the existing non-ACM fund, which would mean that it will not 

cover balconies, but would cover render-based systems and cavity barrier issues 

within cladding systems. We are checking these details with MHCLG. 

2.4. We have also asked MHCLG to confirm it will cover costs to leaseholders that are 

imposed by social providers where social providers own blocks (as the initial £1bn 

covered this). 

3. The second element is low interest loans for cladding remediation for buildings of 

4-6 stories or 11-18m.  

3.1. Interest payments will be capped at £50 per month for each leaseholder. We 

understand that costs that cannot be met through the repayments will be met by the 

taxpayer. 

3.2. It is unclear what effect this might have on the value of a flat, but it might be 

expected to reduce the value by an amount that would reduce a typical mortgage by 

£50 per month. We have seen no reference to a time limit on the payments, but 

there have been suggestions by campaigners that £50 per month would service a 

https://www.gov.uk/government/news/government-to-bring-an-end-to-unsafe-cladding-with-multi-billion-pound-intervention
https://hqnetwork.co.uk/news-hqn/pincher-rules-out-adding-wooden-balcony-remediation-to-building-safety-fund-4417
https://hqnetwork.co.uk/news-hqn/pincher-rules-out-adding-wooden-balcony-remediation-to-building-safety-fund-4417
https://twitter.com/LiamSpender/status/1359487821594177536
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loan of between £14,500 over 30 years or up to £25,000 over 60 years, each at 

1.5%. 

3.3. At present the loans only cover cladding costs. 

3.4. A key question raised by leaseholders is whether the loan stays with the property or 

with the leaseholder. 

3.5. We are seeking further information from the Government 

4. The third element is Measures to make the industry pay. This comes in two parts: 

4.1. A ‘Gateway 2’ developer levy. This will be payable when developments pass through 

Gateway Two of the new Building Safety system (GW2). GW2 will not exist until the 

Building Safety Bill becomes law at some point in 2022 and will only apply to ‘high 

risk’ residential buildings (currently defined as those over 18m). GW2 is the 

beginning of construction. It is likely that this announcement will encourage 

developers to seek planning permission as soon as possible and seek to technically 

commence work before the levy can be introduced. This would be unfortunate, given 

that the purpose of GW2 is to ensure buildings are built safely. The LGA will raise 

this with MHCLG. 

4.2. A new tax will be introduced for the UK residential property development sector. This 

will raise at least £2 billion over a decade to help pay for cladding remediation costs. 

The tax will ensure that the largest property developers make a fair contribution to 

the remediation programme, reflecting the benefit they will derive from restoring 

confidence to the UK housing market. The government will consult on the policy 

design in due course. 

4.3. The LGA has already asked MHCLG whether the GW2 levy will apply to social 

providers and has stressed the need to ensure the cost of any levy is kept separate 

from s.106 and does not erode the value of that to councils? 

Will this solve the problem? 

5. The initial reaction from cladding campaigners has been negative and it appears that 

Conservative backbenchers will not drop their proposed amendment to the Fire Safety 

Bill, prohibiting landlords from passing costs on to leaseholders, when it returns to 

Parliament later this month. 

6. Much of this opposition is based on two arguments about fairness.  

6.1. Why should cladding issues be covered when other fire safety issues are not? The 

Government has previously indicated that cladding poses a particular risk because it 

spreads fire, while compartmentation issues are simply a failure of measures that 

resist the spread of fire. While this is a valid safety distinction that could usefully be 

taken into account when considering the need for remediation, once remediation is 

https://twitter.com/SMcPartland/status/1359486214827565056
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deemed necessary the financial consequences of these building/regulatory failures 

for leaseholders are the same. 

6.2. Why should buildings over 18m have all their costs covered while those in blocks of 

4-6 storeys only get low-interest loans and those in blocks under 4 storeys get 

nothing? Again, the Government argues that the higher blocks pose a greater 

danger (which is broadly true) and once again, although this might mean 

remediation is less likely to be required in lower blocks, it is irrelevant once 

remediation is deemed necessary. 

7. With the exception of those living in blocks over 18m where the only issues is cladding 

remediation, the announcement does not appear to have provided security por 

reassurance to leaseholders. 

8. Aside from arguments about fairness, the success or failure of this initiative is likely to 

rest on whether it resolves the problems of mortgage lending and unblocks the housing 

market – as indicated in the Government’s stated aims.  

9. These measures will not in themselves remove the demand for EWS1 forms, because 

buyers will want a clear indication of what the position in relation to a given block is. The 

difficulty in obtaining these forms derives from a lack of qualified surveyors and the 

difficulty of obtaining professional indemnity insurance, so in that respect the measures 

above are unlikely to have any effect.  

10. It is conceivable that in blocks of 4 storeys and higher, where the only remediation 

required is covered by the new arrangements (i.e. only cladding is affected), flats will be 

mortgageable and sellable once the funding is in place – whether a grant or a loan 

(whether buyers will be found before remediation is complete must be open to question). 

11. However it is unclear what the impact of remediation loans on prices will be for blocks 

between 4 and 6 storeys and how mortgage lenders will react to clients whose flats have 

been reduced in value by the effect of remediation loans but whose outgoings are now 

increased by the cost of those loans. 

12. A key unknown is what proportion of blocks only have cladding issues. Our 

understanding is that in one major city half the blocks with interim measures do not have 

cladding issues and would therefore not benefit from these measures. Moreover, some 

of the buildings with cladding issues will have other issues as well and so will only derive 

partial relief from the new arrangements.  

13. If this is a typical scenario it seems likely that a significant proportion of flats will remain 

unmortgageable for the foreseeable future, even if the EWS1 issues are resolved and 

that the measures outlined may not bring relief even to all leaseholders over 18m with 

cladding issues. However, this is very much an initial impression and members may 

have additional points. 
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Social landlords 

14. We understand the Government is not going to help social providers with remediation 

costs except where these might fall on leaseholders or where a provider’s viability is 

threatened.  

15. We have asked MHCLG whether it has any views on mitigating the impact of these costs 

on maintenance and improvement budgets (bearing in mind that cost pressures on social 

housing provider refurbishment were a significant factor in causing this crisis in the first 

place. 

16. We have also asked whether the Government is expecting applications to raise rents 

above the usual cap? 

17. We are seeking views of member councils on the impact these costs are having and may 

have in the future. 

Implications for Wales 

18. The devolved administrations will receive additional funding through the Barnett formula, 

except where new departmental spending is funded by an England-only levy (where the 

devolved administrations can instead implement their own levies should they choose to 

do so). 

19. Building regulations and fire and rescue services are devolved responsibilities of the 

Welsh Assembly Government, and the main implications arising from the 

recommendations of the Hackitt Review and the government’s response to it are on 

building regulations and fire safety in England. However the Welsh government has 

announced that it will be making the changes recommended in the report to the 

regulatory system in Wales, and the LGA has been keeping in contact to ensure the 

WLGA is kept informed of the latest developments in England. 

Financial Implications 

20. None for LGA. 

Next steps 

21. Officers to continue to support the sector’s work to keep residents safe and reform the 

buildings safety system, as directed by members. 


