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Guidance – creating a financial plan 
Blase Lambert and Nic Bliss 

 

This guidance is about creating financial models for the development of 

community led homes, the need to identify key factors and make key 

assumptions. It relates to B2 Creating A Financial Plan in the Community Led 

Homes Programme. 

 

 

This guidance considers the following areas: 
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1 The three stages of financial modelling 

 

There are numerous financial planning toolkits that have been produced to 

assist community led housing organisations to model their development plans 

including those from Homes England, Locality and the National CLT Network. 

In addition to these toolkits, existing organisations and enabling developers 

will have their own financial models. This guidance note does not seek to 

replicate these toolkits or models but is designed to provide clarity regarding 

the key factors, variables and assumptions that development financial plans 

must consider.  

 

The three stages of financial modelling are: 

1. Initial feasibility – does the proposed development make initial financial 

sense? 

2. Development financial plan – does the detailed development make 

financial sense? 

3. Long term modelling – is the community led housing organisation 

financially viable over the long term either as a new single scheme 

based organisation or as an existing organisation with a new scheme 

added to its current financial plan? 

 

The critical issue is to use realistic assumptions and build a model based on 

what is feasible rather than starting with a set idea and then trying to make 

the numbers say what you want them to say! 
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2 Feasibility variables  

 

The purpose of an initial feasibility financial model is to give shape to the 

outline proposal for a new development. Undertaking such modelling will 

enable a community led housing organisation or enabling developer to 

make early stage decisions regarding the type of development they are 

going to seek to undertake and the viable tenure and pricing options that 

the development could be based on. 

 

Key Factors 

 

Land purchase cost – the price that will need to be paid to secure a suitable 

site for new build or existing property for refurbishment. In certain situations, this 

may be at a discount to full market valuation but modelling should not be 

undertaken on the firm assumption that free or discounted land will be 

available. 

 

Site preparation costs – the cost of making a site development ready; this 

includes clearance, site access, dealing with pollution or contamination, 

getting power and water supplies on site and drainage off site. 

 

Site area – how large the site or existing buildings are will determine how many 

homes could be developed. 

 

Number of homes to be built or refurbished – how many homes is the 

development expected to create, what size (bedrooms numbers and 

floorspace) will they be and what will be the tenure and pricing split between 

homes for sales and rent? 

 

Build cost per unit – how much will the development cost to build or refurbish? 

Build costs will be higher as more expensive materials are included in the 

specification for works and will be impacted by decisions regarding build 

quality and technique – always remember to consider VAT implications 

regarding development approaches and land types. 

 

Non-residential units and space – if the development proposal also includes 

garages, parking spaces, roads and pathways, green spaces, childrens’ play 

areas, communal facilities, workspaces or other non-residential space then 

these costs must also be considered and a build cost established. 

 

Financing interest rate – what will be the cost of financing the development 

with external funding? 

 

Professional fees – what fees will need to be paid to enable the development 

to be scoped? These costs will include consultancy fees, legal fees, architect 

and surveyor fees. 
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Sources of income – how is the development going to be paid for? Finance 

could come from a variety or combination of sources including personal 

equity, existing assets, grants, loanstock and community shares, private 

finance (debt – loans or bonds), sales and rents 

 

Local housing market data – consideration must be given to local rent and 

sales prices by unit size; a development that is unaffordable or beyond what 

the local market will support may struggle to achieve planning approval and 

full occupation. 

 

Sales and rents – what will be the cost of selling homes and at what price will 

they be marketed? What will be the rent levels that homes will be let at 

(market, intermediate, social or combination of these)? 

 

Community development costs – creating a community led housing 

organisation whether as a new start up or where an enabling developer takes 

the lead in building the homes requires that investment is made in the people 

who will live in or manage the scheme; the cost of training these people and 

of the ongoing governance of the project must be considered. 

 

Incorporation costs – the fees charged for setting up a new business; these vary 

depending on which legal model is selected for the community led housing 

organisation and whether model or bespoke governing documents are being 

used. 
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3 Development variables 

 

The purpose of a development financial model is to give shape to the 

proposal which will be presented to the local authority for planning consent 

and to potential funders for a new development. Undertaking such modelling 

will enable a community led housing organisation or enabling developer to 

make firm decisions regarding the type of development they are going to 

seek to undertake and the viable tenure and pricing options that the 

development will be based on. 

 

Key Factors 

In addition to the key factors for initial feasibility modelling the following 

should also be considered: 

 

Government levies – costs and requirements associated with planning policy 

and government legislation including planning gain supplement and 

community infrastructure levies. 

 

Planning and design costs – fees associated with making detailed plans for 

submission to council planners including detailed materials and build costs. 

 

Community consultation costs – a community led housing development must 

include, as a minimum, the same level of community engagement and 

consultation as a standard commercial development which includes holding 

public meetings and other consultation activities. 

 

Community governance costs – on going costs of managing and running a 

community led housing development or organisation throughout the project. 

 

Project management fees – the cost of employing a consultant to oversee a 

housing development must be considered if such costs are not being 

absorbed by an enabling developer or project management is not being 

undertaken by volunteer community members. 

 

Service charge levels – on going costs to residents of providing services such 

as grounds maintenance, communal facilities, shared utilities supplies and 

repairs and maintenance to communal or structural components of the 

development. Will these costs be affordable to residents and how will they be 

collected? 

 

Legal status and tax liabilities – what are the taxation implications both during 

and after a development is built of the chosen legal model and development 

option; including, but not limited to, VAT, Corporation Tax and Stamp Duty. 

 

Development cashflow projection – what are the requirements and timings for 

cashflow throughout a development and how will these be serviced? It is a 

good starting point to understand how much a development will cost but a 
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detailed analysis of when costs will be incurred and how they will be paid for is 

critical. 

 

Total sales and annual rental income – how much will the completed scheme 

raise through sales and rents and what will be the timings for this income to 

accrue to the community led housing organisation or managing agency? 
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4 Management variables 

 

The purpose of a long term management financial model is to establish 

whether a standalone development will be financially viable after it is built 

and can be managed and maintained at agreed standards or whether a 

new development will add positive value to an existing organisation and not 

be a burden or drain on its existing residents or broader community based 

activities. Undertaking such modelling will enable a community led housing 

organisation or enabling developer to make firm decisions regarding the type 

of development they are going to seek to undertake, the viable tenure and 

pricing options that the development could be based on and how the 

development will be managed and maintained in the future. 

 

Key Factors 

In addition to the key factors for initial feasibility and development modelling 

the following should also be considered in creating a long term (minimum 25 

year) financial plan: 

 

New or existing organisations – a new organisation based on a single scheme 

must ensure that it can self-sustain over the long term; existing organisations 

must adapt their current financial plan to include the new scheme and ensure 

that it does not place an unreasonable burden or drain on existing residents or 

community based activities and that the enlarged community led 

organisation is viable over the long term. 

 

Rent inflation rates – how much will rent be increased each year; if the 

community led housing organisation is (or is being managed by) a Registered 

Provider, consideration will have to be given to restrictions created by the 

Rent Standard. 

 

Void and bad debt levels – a realistic assumption must be made for rent and 

service charge income lost due to periods when properties are untenanted 

(c2% of annual income); an assumption must be made for rent and service 

charges which are not paid by tenants (c2% of annual income). 

 

Refinancing or net borrowing requirement annual cost – how much debt will 

be outstanding when a development is completed and how will this be 

financed over the long term? 

 

Interest rates – what interest rates will apply to reserves and debts? 

 

Management cost per property – how much will each property cost to 

manage per year (c£500 per property). Management costs will be influenced 

by the model of management (volunteer, employee, agency or a 

combination of these) which the community led housing organisation 

chooses. Management costs will include office costs and other associated 



                                                    8    

overheads, employee or managing agency costs, recruitment or 

procurement costs and contract management costs. 

 

Day to day repairs and maintenance cost per property – how much is the 

expected annual cost per property of maintaining the landlord’s fixtures and 

fittings? Whilst this cost should be low in the early years following construction 

or refurbishment, it must not be assumed that this cost will remain low over the 

medium and long term. 

 

Common parts maintenance and servicing costs – how much is the expected 

annual cost of maintaining the landlord’s structural and communal 

components and of servicing the development? 

 

Asset management – a costed asset management plan should be 

developed that informs the management financial plan regarding the long 

term costs of major replacement programmes and cyclical maintenance; 

the asset management plan should also identify cashflow requirements and 

timings. 

 

Governance costs – running a community led housing organisation brings on 

going costs including meetings, member expenses, consultation and 

involvement, communications and marketing, annual return fees, 

accountancy and audit costs and legal fees. 

 

Cost inflation assumptions – all costs increase over time as the effect of 

inflation impacts on the initial cost base of a community led housing 

organisation. However, cost inflation is never uniform and realistic 

assumptions must be made for different costs such as materials, wages, 

insurance, utilities and professional fees. Making unrealistic assumptions 

regarding cost inflation when compounded over the long term can be 

catastrophic to financial viability. 

 

Legal status and tax liabilities – what are the taxation implications for the long 

term business and management models which are chosen; including but not 

limited to VAT, Corporation Tax, Annual Taxation on Enveloped Dwellings and 

employer tax liabilities. 


