
AGENDA 
SUPPLEMENT

MEETING VENUE:

Council Chamber Council Offices,
Priory Road, Spalding

Contact: Democratic Services
Direct Dial: 01775 764626
e-mail: demservices@sholland.gov.uk

Date: 26 July 2019

Dear Councillor,

A meeting of the DISTRICT COUNCIL will be held in the Council Chamber, Council 
Offices, Priory Road, Spalding on Wednesday, 31 July 2019, commencing at 6.30 pm 
at which your attendance is requested. 

Yours faithfully,

Anna Graves
Chief Executive

(Quorum:13)
A G E N D A

9. Report from the Cabinet meetings 
To consider any recommendations of the Cabinet affecting the budget 
and policy framework (Report of the Cabinet enclosed).

b)   Report from Cabinet meeting on 23 July 2019 - 
To consider recommendations of the Cabinet in respect of:

 Welland Homes Business Plan Update incorporating 
Bentley Court - To present to the Council, as sole 
shareholder for Welland Homes Ltd, an updated Welland 
Homes Business Plan and a proposal from the company to 
purchase five houses for the purposes of market rental 
investment at Bentley Court, Spalding. To put in place the 
necessary arrangements to enable the company to move 
into contract on the proposed acquisition, subject to the 
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necessary shareholder approvals (Cabinet minute 20/19) 
(Cabinet agenda item 10).

Please note that the appendices associated with this report 
are not for publication by virtue of Paragraph 3 (Information 
relating to the financial or business affairs of any particular 
person (including the authority holding that information)) in 
Part 1 of Schedule 12A of the Local Government Act 1972, 
and are therefore attached to this agenda as item 19.

12. Acceptance of HIF; Funding the delivery of Section 5 to the Spalding 
Western Relief Road (SWRR) in association with delivering the Northern 
Spalding (Vernatt’s) Sustainable Urban Extension (SUE). 
To formally consider the acceptance of Housing Infrastructure Fund 
(HIF) funding from Homes England, alongside consideration and 
approval of a funding agreement and forward-funding arrangements, in 
order to provide the Council with sufficient financial resource and 
capacity to deliver, in conjunction with the County Council, Section 5 to 
the Spalding Western Relief Road (SWRR) within currently envisaged 
timescales (report of the Executive Director Commercialisation (S151) 
enclosed).

Please note that the appendices associated with this report are not 
for publication by virtue of Paragraphs  2 (Information which is 
likely to reveal the identity of an individual), 3 (Information relating 
to the financial or business affairs of any particular person 
(including the authority holding that information)) and 5 
(Information in respect of which a claim to legal professional 
privilege could be maintained in legal proceedings) in Part 1 of 
Schedule 12A of the Local Government Act 1972, and are therefore 
attached to this agenda as item 20.
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19. Report from the Cabinet Meeting held on 23 July 2019 (exempt 
appendices enclosed) 
Exempt appendices – agenda item 9b refers.
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297 - 
312)

20. Acceptance of HIF; Funding the delivery of Section 5 to the Spalding 
Western Relief Road (SWRR) in association with delivering the Northern 
Spalding (Vernatt's) Sustainable Urban Extension (SUE) - (exempt 
appendices enclosed) 
Exempt appendices – agenda item 12 refers 
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24. Review of Depot Provision 
To give consideration to depot provision (report of the Portfolio Holder 
for Place and the Executive Director Place enclosed). 
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SOUTH HOLLAND DISTRICT COUNCIL

Report of: Cabinet

To: South Holland District Council Wednesday, 31 July 2019 

(Author: Christine Morgan Democratic Services Officer)

Subject Report from Cabinet meeting on 23 July 2019

Purpose: To consider recommendations of the Cabinet in respect of:

 Welland Homes Business Plan Update incorporating Bentley Court – To 
present to the Council, as sole shareholder for Welland Homes Ltd, an 
updated Welland Homes Business Plan and a proposal from the company 
to purchase five houses for the purposes of market rental investment at 
Bentley Court, Spalding, and to put in place the necessary arrangements 
to enable the company to move into contract on the proposed acquisition, 
subject to the necessary shareholder approvals (Cabinet minute 20/19) 
(Cabinet agenda item 10)

Recommendations to Council:

1) That the updated Welland Homes Business Plan be approved, and included as an 
amendment in the SHDC quarterly finance report to members for quarter 1 2019/20. The 
original Capital Program was, included as Appendix E to the Budget, Medium Term Plan and 
Capital Strategy Report to Council on 27th February 2019, as Item 11 on the agenda.

2) To reaffirm the delegated authority, granted by Council on 25th March 2015, to the Executive 
Director – Commercialisation (the S151 Officer), to approve the final mix of use of reserves 
and borrowing in line with the business plan and Council Treasury Management Strategy.

1.0 BACKGROUND

1.1 Article 4 of the Council’s Constitution provides that only the full Council may exercise the 
functions of approving, adopting or amending the policy framework and budget, and 
adopting or changing the Constitution.  Staffing matters are also a Council function.  The 
Cabinet however has a responsibility for advising the Council on such matters.  At its 
meeting on 23 July 2019, the Cabinet made recommendations to Council in respect of the 
above item which may affect the budget and policy framework, Constitution or comprise 
staffing issues.

1.2 The remainder of this report details the recommendations of the Cabinet which must be 
read in conjunction with the individual report to Cabinet, a copy of which is attached as 
appendices.  Please note that the appendices relating to the Welland Homes Business 
Plan Update incorporating Bentley Court are enclosed at agenda item 19 due to their 
confidential content.
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2.0 WELLAND HOMES BUSINESS PLAN UPDATE INCORPORATING BENTLEY COURT 
(Report submitted to Cabinet – Item 10 attached)

Consideration was given to the report of the Portfolio Holder for Housing and the Executive 
Director Commercialisation (S151), which presented to the Council, as sole shareholder for 
Welland Homes Ltd, an updated Welland Homes Business Plan and a proposal from the 
company to purchase five houses for the purposes of market rental investment at Bentley 
Court, Spalding, and to put in place the necessary arrangements to enable the company to 
move into contract on the proposed acquisition, subject  to the necessary shareholder 
approvals.

Members noted that the report contained information within the appendices that were not 
for publication by virtue of Paragraph 3 (Information relating to the financial or business 
affairs of any particular person (including the authority holding that information).

Members agreed that only the principles of the report would be discussed and there was 
therefore no need for the meeting to go into private session.

DECISION:

a) To approve the business case for the acquisition by Welland Homes Ltd of five houses 
at Bentley Court, Spalding, for the purposes of a market rental investment. 

b) That subject to the refreshed business plan and the budget being approved, that 
delegated authority be granted to the Executive Director - Commercialisation (the S151 
Officer), to approve the terms of any loan agreements required and the value of any 
periodic cash flow payments to be made to the company, as required to support the 
company in the acquisition of the proposed investment properties. 

(Other options considered:

 To do nothing.  Without the approval of the shareholder, Welland Homes would 
be unable to proceed with the proposed investment.  This in turn would limit the 
delivery of housing from Welland Homes under the existing business plan and 
leave the company unable to deliver forecast returns.

Reasons for decision:
 The acquisition of five homes would support the delivery of the wider Welland 

Homes Business Plan, which would in turn support the delivery of savings 
targets set out in the Council’s Medium Term Financial Plan.)

Background papers:- None

Lead Contact Officer
Name and Post: Christine Morgan Democratic Services Officer
Telephone Number 01775 764454
Email: cmorgan@sholland.gov.uk

Key Decision: N 
Exempt Decision: N
Appendices attached to this report: 
Appendix A Cabinet Agenda Item 10
The exempt appendices to Cabinet Agenda Item 10 are attached as Item 19
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APPENDIX A

SOUTH HOLLAND DISTRICT COUNCIL

Report of: Portfolio Holder for Housing and Executive Director - Commercialisation 
(S151)

To: Cabinet Tuesday, 23 July 2019

Author: Caroline Hannon – Strategic Housing Manager

Subject Welland Homes Business Plan Update incorporating Bentley Court

Purpose: To present to the Council, as sole shareholder for Welland Homes Ltd, an 
updated Welland Homes Business Plan and a proposal from the company to 
purchase five houses for the purposes of market rental investment at Bentley 
Court, Spalding. To put in place the necessary arrangements to enable the 
company to move into contract on the proposed acquisition, subject to the 
necessary shareholder approvals.

Recommendation(s) to Cabinet: 

1) To approve the business case for the acquisition by Welland Homes Ltd of five houses at 
Bentley Court, Spalding, for the purposes of a market rental investment. 

2) That subject to the refreshed business plan and the budget being approved, that 
delegated authority be granted to the Executive Director - Commercialisation (the S151 
Officer), to approve the terms of any loan agreements required and the value of any 
periodic cash flow payments to be made to the company, as required to support the 
company in the acquisition of the proposed investment properties. 

Recommendation(s) to Council: 

3) That the updated Welland Homes Business Plan be approved, and included as an 
amendment in the SHDC quarterly finance report to members for quarter 1 2019/20. The 
original Capital Program was, included as Appendix E to the Budget, Medium Term Plan 
and Capital Strategy Report to Council on 27th February 2019, as Item 11 on the agenda.

4) To reaffirm the delegated authority, granted by Council on 25th March 2015, to the 
Executive Director – Commercialisation (the S151 Officer), to approve the final mix of use 
of reserves and borrowing in line with the business plan and Council Treasury 
Management Strategy.

1.0 BACKGROUND

1.1 Welland Homes was established by SHDC in 2015. The principal objectives for setting up 
the company were to increase housing supply to address demand; to boost the local 
economy; to improve the quality of rented sector accommodation; to set standards for good 
housing design; and to generate income for the Council.  

1.2 The Council is the sole shareholder of the company and the company’s business plan can 
only be amended with the approval of the shareholder.  However, the company has five 
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nominated directors who oversee the activity of the company. The current adopted 
business plan is predicated on the company owning 60 homes by 2022/23.  

1.3 The company now owns 30 market rented homes across 3 sites:

Scheme name Number of dwellings Handover date Development type
Walters Close, 
Spalding

15 2017/18 Acquisition of 
completed dwellings 
from developer, with 
discount on OMV

Tennants Close, 
Long Sutton

5 2018/19 Acquisition of 
completed dwellings 
from developer, with 
discount on OMV

Pankhurst Close, 
Spalding

10 2019/20 Welland Homes 
design and build 
contract.

1.4 Capital funding for new schemes is financed through a mixture of loans (at commercial 
rates) and equity provided to the company by the Council.  Given the current Bank of 
England base rate, the authority earns a margin on the interest charged to the company.  
Additionally, the authority earns a return on the equity invested.

1.5 In return, the company receives the rental income and pays interest on the loan and can 
distribute dividends.  

1.6 The company incurs core business (operating) costs such as insurance, accountancy 
services, legal expenses and reimbursement of SHDC staff time for administering board 
meetings.  

1.7 Properties owned by Welland Homes are currently managed by Ark Property Services; a 
private letting agent with experience of operating in the market rented sector within the 
district. 

1.8 The Welland Homes business plan was most recently updated in March 2018 when the 
Council approved funding for the Pankhurst Close scheme of ten market rented dwellings, 
which has since completed.

2.0 NEW BUSINESS OPPORTUNITY – BENTLEY COURT

2.1 Welland Homes is continuing to pursue further investment activity for the purposes of 
market rent to comply with its business plan.  This business plan assumes a further scheme 
of 10 dwellings will be secured by April 2020. 

2.2 The SHDC Housing Development Programme Manager has been seeking new 
development opportunities.  This has involved liaison with agents, property developers and 
housing associations that are delivering mixed-tenure schemes within the district.

2.3 During February 2019, the SHDC Housing Development Programme Manager was 
approached by Seagate Homes, through the current property management provider, Ark 
Property Services, to offer Welland Homes the opportunity to acquire five properties at 
Bentley Court, Spalding.
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2.4 The proposal was initially appraised by officers to consider whether it complied with the 
objectives of Welland Homes and whether, subject to an agreed price, the acquisition 
would provide an appropriate return for Welland Homes and the shareholder.

2.5 On 5th March 2019, at a Welland Homes board meeting, the company directors considered 
a new business report relating to the proposed acquisition.  The report indicated that the 
dwellings were likely to complete in September/October 2019.  However, Seagate Homes 
has more recently confirmed that the homes are likely to complete earlier in August 2019.

2.6 Following extensive consideration of the business case associated with the acquisition, the 
board identified that the scheme met their objectives:

- The scheme will make an appropriate return to Welland Homes to enable the debt to be 
serviced.

- The scheme is in Spalding which is a location with high demand for private rented 
accommodation.

- The size of the scheme is appropriate. Whilst the business plan had anticipated that 
‘scheme number 4’ would provide ten dwellings, this proposal will add value to Welland 
Homes’ property portfolio.

- Whilst the acquisition of solely 3 bedroom houses is more expensive than a scheme 
including a mixture of different property types, officers are confident, based on the 
current understanding of the rental market that the properties will be in high demand for 
private rented accommodation.

- The scheme will provide good quality accommodation. 

2.7 The board also considered the scheme costs identified in the business case (financial 
evaluation), details of which can be found in confidential Appendix 1.

2.8 Having regard for the business case, Welland Homes board identified that the scheme met 
their objectives in terms of size, location and property type and return on investment.  The 
board resolved to agree the following: 

“…that the Company would submit a ‘subject to’ offer to Seagate 
Homes to purchase the units at Bentley Court (previously known as 
Banbury Close) Spalding and negotiate with the developer in order 
to secure the best price. […] Any offer would be subject to due 
diligence, contract, valuation and formal approval by SHDC (as sole 
shareholder) and the Board. “

2.9 Following this board resolution of 5th March 2019, a number of offers were submitted to the 
Vendor for the five properties, subject to contract, due diligence, formal valuation and full 
approval and a price was agreed on the15th April 2019.

3 Financial Evaluation

3.1 On 21st May 2019, Welland Homes board met to assess the impact of this scheme on a 
refreshed business plan.  Directors commented that whilst they would prefer to be in a 
position to deliver 10 new homes by April 2020, they are satisfied that this scheme meets 
their objectives and they agreed:

- That the opportunity progress to being considered at Cabinet and Council;

- That, subject to the approval of the sole shareholder, and the relevant legal due 
diligence and appropriate professional review, Welland Homes Ltd purchase 5 units at 
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Bentley Court, Spalding, to be let as market rent properties, as per the refreshed 
business plan assumptions;

- That, subject to the approval of the sole shareholder, and the relevant legal due 
diligence and appropriate professional review, Welland Homes Ltd approve the 
amended Business Plan including the purchase of 5 units at Bentley Court, Spalding, to 
be let as market rent properties, as per the business plan assumptions.

3.2 A further meeting of the board occurred on the 11th June 2019 to consider additional 
information in relation to the Management Company cost estimate confirmed by the 
Developer during the intervening period. The detailed Management Company costs were 
factored into the appraisal model and the results reviewed and discussed.

3.3 The board noted the revised return generated, utilising a prudent level of rental income 
assumed and agreed unanimously to proceed with the acquisition and for the business plan 
to be proposed to Cabinet and Council

3.4 In order to enable Welland Homes to proceed with this project, the company is seeking 
approval from the shareholder to put into place all of the necessary arrangements to enable 
the company to complete the proposed investment. 

3.5 These arrangements include Cabinet approving the business case for the acquisition and 
recommending to Council that a loan be made available to Welland Homes to acquire the 
units.  

3.6 Approval will then be sought from Council to approve the changes to the Company’s 
business plan (in its capacity as sole shareholder), and to make available all necessary 
finance to enable the company to acquire the units.

 
3.7 A ‘Proforma B’ has been prepared to enable the authority to cover the costs associated 

with necessary due diligence. This includes the appointment of a solicitor to prepare a 
Report on Title to ensure the units have good and marketable title.  These costs will 
transfer to Welland Homes as part of the Total Commitment in the Loan agreement in the 
event that the scheme is approved by the shareholder.

3.8 Funding was also sought to appoint a formal valuation as part of the due diligence. This 
has been carried out by local firm Longstaff who are a Royal Institute of Chartered 
Surveyor (RICS) registered firm.

3.9 The valuation has confirmed that the agreed purchase price of the five units is below open 
market value, and that the scheme achieves value for money as a prudent discount is 
being achieved. The valuation is attached at Appendix 3.

4.0 RISK

4.1 Acquisition and development activity has within it inherent risks. Officers strive to identify 
and manage risk at each stage of the process of project consideration, and at regular points 
as opportunities progress through the governance process.

4.2 The risks associated with Bentley Court have been reviewed and discussed by the board at 
each board meeting and this project has been added into the risk register for the company.

4.3 The key risks for the company associated with this acquisition are identified below:
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- Developer does not deliver project, as agreed. This is being mitigated by entering 
into a Contract negotiated between Welland Home’s Solicitor and the Vendors legal 
team. In addition to the legal framework entered in to Welland Homes will ensure clear 
lines of communication with the Developer and regular visits to site to ensure that the 
scheme is progressing and at a decent standard, are being carried out.  

- Contract negotiations are unsuccessful. Key terms have been agreed. Early review 
of draft documentation has been carried out and Welland Homes have been open from 
an early stage regarding the governance required in order to proceed. 

- Difficulties in letting the properties. A professional marketing agent is in place to 
manage and market the dwellings early. Discussions are underway with the Developer 
to propose early advertising in advance of contract due to timescales. Financial 
modelling does include prudent assumptions around void rates and rental income in 
order to safeguard the return expected.  

- Quality is not as expected. Financial modelling includes an allowance for a clerk of 
works to carry out a purchasers snag prior to completion to ensure that units are 
handed over with a good standard of workmanship. Insurance documentation will be in 
place and units will be covered for 2 years by the developer.

- Cost of Management Company Costs relating to the scheme increases at a faster 
rate than rental inflation.  Welland Homes will seek to have a representative on the 
Management Company Board.  Should the costs significantly compromise the 
investment long term, the asset benefits from having a greater degree of liquidity than 
other asset classes (e.g. commercial units) and so other exit strategies could be 
considered. 

4.4 The key risks for the Authority as sole shareholder are as follows:

- Financial. This risk is mitigated by the efficient running of the Company and the 
delivery of the Business Plan. The Council are prudent lenders and oversee their 
investment by regular involvement at Board Meetings and by the checks and balances 
required to progress Welland Homes investment activity.   

- Reputational. As above, this risk is mitigated by efficient running of the company. 
Professional advice and due diligence is sought at every stage of the process and 
effective governance processes are in place to review and monitor all activity. Officer’s 
review Welland Homes activity with the Shareholders interests in mind, as well as that 
of the Company. 

5.0 IMPACT OF BENTLEY COURT ON THE BUSINESS PLAN

5.1 The current total investment required to deliver 60 properties across six schemes is set out 
in the refreshed Business Plan in confidential Appendix 2.  The key changes to the 
Business Plan since it was last approved in March 2018 are summarised below:

a) The proposed purchase of 5 units at Bentley Court Spalding in 2019/20 which replaces 
notional ‘Scheme 4’ of the original business plan which was proposed to be for 10 units.  

b) The Bentley Court units are anticipated to bring in some rental income by December 2019 
which is earlier than anticipated from ‘Scheme 4’ of the previous version of the business 
plan.

c) The outstanding 5 units from ‘Scheme 4’ have been forecast to carry over into notional 
‘Scheme 5’ which is due to be delivered in 2020/21. 

d) The capital costs for scheme 5 and 6 reflect the costs built into the original business plan 
and have not been reforecast.  However, it should be noted that the costs associated with 
Scheme 4 (Bentley Court) are higher than the costs originally forecast for schemes 4, 5 and 
6.  This indicates that the environment for business is changing and accordingly, it is 
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possible that capital costs associated with schemes 5 and 6 could also increase once 
identified opportunities are modelled. 

e) The Core Business (Operating) costs for Welland Homes from 2019/20 onwards are 
forecasts.  They have been calculated based on the actual 2018/19 company costs, with an 
inflation figure added.  Accordingly, the business plan is predicated on forecasts only. It is 
possible that the Core Business (Operating) Costs could increase further.  Individual 
projects have little effect on the core business costs.

f) Gross Scheme Returns are based on accurate forecasts of likely rental income.
g) New projects may incur small losses in the first few months after completion.  This is due to 

loans incurring interest immediately following completion, and also the likelihood that 
properties may not be fully occupied immediately.  However, all projects will quickly make 
positive returns, contributing over £146K per annum after loan interest costs by 2022/23.

h) Gains of £626.5K (£507.5K after tax) arising from the revaluation of existing properties, up 
to 2018-19.  Members should be mindful of the fact that property values could go up or 
down.

i) Welland Homes Ltd should be in the position to pay a dividend by 2021-22 and in future 
years. This is because the cumulative retained loss is cleared, accumulated profits retained 
within the company become a positive figure and cash in the bank is in excess of business 
needs.

j) Borrowing reaches £5.66M and the Council’s equity investment is £3.20M by 2022/23, 
giving a total of £8,86M of SHDC invested in Welland Homes Ltd

5.2 The detailed projected financial impact of the refreshed Welland Homes Business Plan on 
the Council is set out in Appendix 5.  It demonstrates that with the benefit of the Bentley 
Court scheme, there continues to be a beneficial financial return to the Council from 
Welland Homes activity. This is forecasted to be revenue savings of over £0.297m per year 
by 2022-23.

5.3 The Bentley Court scheme provides a lower 30 Year Return on Equity than the previous 
schemes in the Welland Homes Business Plan. This is attributed to the purchase price for 
these units being high compared to the previous schemes due to a number of factors: 

 The other acquisition schemes; Green Lane and Tennants Close were agreed in 
2016 and 2017 respectively. Since these were agreed property prices have continued 
to rise in the district, and the quantum of investment opportunities on the open market 
has decreased. This is evidenced by the significant increase in asset value of 
Welland Homes existing assets at Walters Close and Tennants Close since the 
original purchases were completed.

 The scheme comprises all 3 bed properties rather than a mixture of 2 and 3 bed 
which would reduce the average cost per unit.

 The scheme is only 5 units and so it doesn’t benefit from the same economies of 
scale as at Pankhurst Close and Walters Close.

 The scheme is located in a higher value part of Spalding compared with previous 
acquisitions at Walters Close.

 Pankhurst Close was a development scheme as opposed to an acquisition. A 
development scheme balances higher risks (due the risks involved in constructing the 
properties as opposed to simply acquiring them) with potentially higher rewards, and 
therefore it is not directly comparable with an acquisition opportunity so needs to be 
considered separately. 

5.4 The current modelling assumes that the Council’s investment in Welland Homes will be 
funded through internal borrowing. While the Bank of England base rate is so low this will 
mean that the Council can achieve a higher rate of interest from Welland Homes than by 
investing elsewhere.  However, it should be noted that, as this is a long term investment, 
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there is a risk that if the base rate increases there may be an ‘opportunity cost’ to the 
authority. 

5.5 In line with the delegated authority granted by Council on 25th March 2015 and re-affirmed 
within the recommendations within this report, the Executive Director - Commercialisation 
(the S151 Officer) will approve the final mix of reserves and borrowing in line with the 
business plan and Council Treasury Management Strategy.

5.6 The element of funding that comprises a loan or loans will be subject to a formal loan 
agreement or agreements which may be protected by way of a charge against the 
company’s assets generally (a floating charge) or against specific assets. Delegation to the 
Section 151 Officer is sought to approve the terms of any such agreements.

5.7 Delegation to the Section 151 Officer is also sought to approve the process required for the 
Company to draw down periodic cash flow payments if required. 

6.0 OPTIONS

Option 1 – To approve the business case for the acquisition by Welland Homes Ltd of five 
houses at Bentley Court, Spalding, for the purposes of a market rental investment. 

Option 2 – Do nothing. Without the approval of the shareholder, Welland Homes would be 
unable to proceed with the proposed investment. This in turn would limit the delivery of 
housing from Welland Homes under the existing business plan and leave the company 
unable to deliver forecast returns. 

7.0 REASONS FOR RECOMMENDATION(S)

7.1 To approve the business case for Welland Homes to acquire five homes at Bentley Court, 
Spalding in order to realise the expected benefits as detailed below.

8.0 EXPECTED BENEFITS

8.1 The acquisition of 5 homes will support the delivery of the wider Welland Homes Business 
Plan, which will in turn support the delivery of savings targets set out in the Council’s 
Medium Term Financial Plan.

9.0 IMPLICATIONS

9.1 Constitutional & Legal

9.1.1 Whilst operational matters in respect of the company are executive functions, the changes 
proposed to the business plan result in a need to change the budget. As a result, the final 
decision is reserved for Council.

9.1.2 An external solicitor will be appointed to ensure that Welland Homes will comply with the 
legal requirements relating to the acquisition.  A review of the loan agreement, which drawn 
up by Eversheds on behalf of South Holland District Council, has been carried out by the 
Council’s Solicitors previously and the same template agreement is proposed to be used for 
this acquisition. 

9.1.3 The proposed revisions to the business plan are consistent with the agreed objectives of 
the company.
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9.2 Contracts

9.2.1 In capitalising Welland Homes as a means to enable the company to deliver the project, the 
Council will utilise a loan and equity agreement, prepared by external legal advisors. This 
loan and equity agreement will act as a contract between the Council and Welland Homes 
in relation to the financing arrangement between the two parties.

9.3 Corporate Priorities

9.3.1 The recommendations contained within the report will make a notable contribution to the 
realisation of the Council’s corporate priority around ‘Your home’. 

9.3.2 The opportunity supports the “delivery of new homes through [SHDC’s] housing 
companies…Welland Homes” and also “delivery of housing solutions to meet local needs 
and aspirations.” 

9.3.3 The recommendations also support the Council’s objective to “ensure that our residents are 
enabled to live in high quality housing no matter the tenure.” 

9.4 Financial

9.4.1 There is a detailed financial report with financial implications set out in the confidential 
appendices attached. 

9.5 Reputation

9.5.1 In order to mitigate reputational risk, a robust risk management structure sits around the 
administration of Welland Homes as a company. Reputational risk is a key consideration 
within this structure, and is being proactively managed by the project team.

9.5.2 In order to manage reputational risk in terms of the timeframe around the acquisition and 
the required governance, the project team have met with the Developer to clearly articulate 
the caveats within the offer, and the process surrounding the opportunity, so all parties 
have clear expectations. 

9.6 Risk Management

9.6.1 In order to mitigate risk, a robust risk management structure sits around the administration 
of Welland Homes as a company. This risk management structure has been created to 
manage the financial, legal, delivery, strategic and reputation risks associated with the 
activity of the company. A risk register for the company is reviewed by the board and a 
separate risk register, from the perspective of the Authority is reviewed at the internal 
project group meeting. 

9.6.2 Risks around acquisition activity are sought to be mitigated through regular review and the 
appointment of professional expertise to provide legal due diligence, and accredited 
valuation advice to ensure value for money, in terms of the cost of the opportunity. 

9.7 Stakeholders / Constitution / Timescales

9.7.1 Welland Homes has an ambition to purchase the homes in August 2019. The financial 
modelling of the opportunity has prudent assumptions around income generation and 
assumes the units are let from December 2019. This is in advance of the previous business 
plan expectations. 
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9.8 Transformation Programme

9.8.1 Detailed revenue savings arising from the Council’s investment in Welland Homes are set 
out as part of Confidential Appendix 5. Forecast revenue savings of over £0.297m per year 
will be achieved by 2022-23 as a result of this investment and the wider business plan.

10.0 WARDS/COMMUNITIES AFFECTED

10.1 All 

11.0 ACRONYMS

11.1 None

Lead Contact Officer:

Name and Post: Caroline Hannon, Strategic Housing Manager (shared)

Telephone Number 01775 764539

Email: Caroline.Hannon@breckland-sholland.gov.uk

Key Decision: Y

Exempt Decision: Partially exempt

This report refers to a Discretionary Service 

Confidential Appendices attached to this report: 

(Please note that the following appendices are not for publication by virtue of Paragraph 3 
(Information relating to the financial or business affairs of any particular person (including the 
authority holding that information))

Confidential Appendix 1 – Bentley Court business case (financial evaluation)
Confidential Appendix 2 – Welland Homes Business Plan
Confidential Appendix 3 – Bentley Court Valuation
Confidential Appendix 4 - Financial Impact of the Welland Homes Business Plan on the Council
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SOUTH HOLLAND DISTRICT COUNCIL

Report of: Councillor Nick Worth, Deputy Leader of the Council and Portfolio Holder for 
Growth and Commercialisation

To: Council – Wednesday 31 July 2019

(Author: Paul Jackson – Executive Programme Manager, Housing and Infrastructure 
Delivery)

Subject Acceptance of HIF - Funding the delivery of Section 5 to the Spalding Western 
Relief Road (SWRR) in association with delivering the Northern Spalding 
(Vernatt’s) Sustainable Urban Extension (SUE)

Purpose: To formally consider the acceptance of Housing Infrastructure Fund (HIF) 
funding from Homes England, alongside consideration and approval of a 
funding agreement and forward-funding arrangements, in order to provide the 
Council with sufficient financial resource and capacity to deliver, in 
conjunction with the County Council, Section 5 to the Spalding Western Relief 
Road (SWRR) within currently envisaged timescales

Recommendations:

That, subject to planning permission being granted by the County Council and to receipt of 
written confirmation from the Lincolnshire County Council that they will enter into a further 
agreement with the District Council to ensure full compliance with the terms of the proposed 
funding agreement:

a) Members agree to accept the conditional offer of £12M from Homes England towards 
meeting the cost of the Section 5 (Vernatt’s) highways infrastructure to the SWRR;

b) Members agree to enter into a Funding Agreement with Homes England, this committing 
the Council (in conjunction with the County Council) to utilising the £12M Housing and 
Infrastructure (HIF) Funding towards meeting the overall cost of delivering Section 5 to 
the SWRR (and that authority to finalise the terms of the funding agreement and the 
proposed further agreement with the County Council is delegated to the Executive 
Director of Commercialisation and S151 Officer in consultation with the Deputy Leader of 
the Council and Portfolio Holder for Growth and Commercialisation);

c) Members agree to provide funding of £1M to assist the County Council to forward-fund 
the overall £27.6M cost of Section 5 to the SWRR and the capital programme be 
amended as required to reflect this.  The Council will seek to recover the forward-funding 
costs associated with delivering Section 5 to the SWRR from the developers through 
S106 (or other) agreements, as appropriate, in conjunction with delivering the housing 
development associated with Phases 1 and 2 to the Vernatt’s Sustainable Urban 
Extension (Vernatt’s SUE); and

d) Members agree to set aside additional monies in the Growth and Investment Reserve to 
seek to acquire, with the agreement with the owners, property and land required to 
deliver Section 5 to the SWRR in accordance with the details set out in Exempt Appendix 
Two to this report (and that authority to do so is delegated to the Executive Director of 
Commercialisation and S151 Officer in consultation with the Deputy Leader of the 
Council and Portfolio Holder for Growth and Commercialisation) and that the capital 
programme be amended as required to reflect this.
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1.0 Introduction and Summary

1.1 The Council has an ambitious growth agenda.  Earlier reports to Council, notably those 
dated 20 September 2017 and 23 January 2019, set out the background to the Council’s 
over-arching ambitions of delivering (a) a Western Relief Road to Spalding and (b) 
substantial housing, infrastructure and associated business growth within the town and 
wider District.

1.2 The adopted South East Lincolnshire Local Plan 2019 (the Plan or SELLP) sets out the 
spatial strategy for development District-wide.  Included in that strategy is development at 
the Sub-Regional Centre of Spalding.  Put succinctly, the Plan proposes 11,681 dwellings 
in South Holland District over the period 2011-2036, with 5,510 in Spalding.  As a Sub-
Regional Centre, Spalding will be the main service centre for the majority of South Holland 
District’s new development.  This focus requires new transportation infrastructure to serve 
the town, the proposed development and the wider area.

1.3 The South East Lincolnshire Infrastructure Delivery Plan 2016, which informs the Plan, 
identifies the need for the Spalding Western Relief Road (SWRR) in association with the 
level of development proposed.  The requirement for the SWRR is set out in Policy 33: 
Delivering a More Sustainable Transport Network.  Specifically, the first part of the Northern 
Section to the SWRR (Section 5) is expected to be delivered in association with 
development of the Vernatt’s SUE.

1.4 Key to realising the Council’s strategic growth agenda is the need to deliver the SWRR, 
without which the town (and wider District) would be unable to achieve its growth ambitions.  
The SWRR is required in order to secure the consequential delivery of significant new 
housing. It is equally necessary in order to provide a transport solution that facilitates traffic 
movement (this including the movement of emergency vehicles) within and across the 
town, conscious of the frequent downtime associated with increased movements on the 
mainline.

1.5 It needs to be noted that formal planning applications for the Section 1 and 5 highways 
infrastructure associated with the SWRR were submitted by the County Council, as local 
highways authority, on 21 March 2019.  South Holland, as both District Council and local 
planning authority for the area, were formally consulted on these applications in accordance 
with the provisions of statute.  These applications were reported to the District Council’s 
Planning Committee on 29 May 2019.  Members formally resolved to raise no objections to 
these applications, subject to clarification of a number of details.  The formal reports to 
South Holland’s Planning Committee are available at:

https://democracy.sholland.gov.uk/ieListDocuments.aspx?CId=121&MId=2596&Ver=4

1.6 The County Council, in their role as highways authority, formally reported the planning 
applications for this highways infrastructure (Sections 1 and 5) for determination at their 
own Committee on 29 July 2019.  At the time of writing this report, the outcome of that 
meeting is not known.  The reports to the County Council’s Planning and Regulation 
Committee are available at:

https://lincolnshire.moderngov.co.uk/documents/s29418/3.%20H14-0326%200327-
19%20Committee%20Report%20290719.pdf
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1.7 Members need to note that, notwithstanding the above, the Ministry of Housing, 
Communities and Local Government (MHCLG) have received requests from the public that 
these applications be 'called in' for determination by the Secretary of State (SoS).  In 
exercise of his powers under Article 31 of the Town and Country Planning (Development 
Management Procedure) (England) Order 2015, the SoS has therefore issued a 'holding 
direction' which directs that the County Council may not grant permission on these 
applications without specific authorisation from him.  This direction has been issued to allow 
the SoS further time to consider the applications and to determine whether they should be 
referred to him for final determination.  The 'holding direction' does not prevent the County 
Council’s Planning and Regulation Committee from making a decision at their meeting 
scheduled to take place on 29 July 2019.  Nevertheless, should the County Council’s 
Planning and Regulation Committee resolve to grant planning permission, no planning 
permissions can be issued until such time that the SoS authorises this. 

1.8 Finally, it also need needs to be noted that following public engagement undertaken earlier 
this year the County Council is currently undertaking further work investigating a range of 
alternative routes for the potential alignment of the ‘central’ sections to the SWRR.  This 
work will be concluded by the end of the summer.

2.0 Delivering the Vernatt’s SUE and Section 5 highways infrastructure 

2.1 Policy 15 to the adopted Local Plan clarifies that land to the north of the Vernatt’s Drain (the 
Vernatt’s SUE) will provide for approximately 4,000 dwellings and supporting community 
infrastructure, Sections 4 and 5 of the SWRR and significant open space.  The District and 
County Council’s are working in partnership to seek to deliver the Vernatt’s SUE in several 
phases in accordance with the thrust of Policy 15.  The three proposed phases are 
summarised below:

A. Phase 1 to include:
 

1. the creation of a five-spur roundabout at the junction of Spalding Road with Enterprise 
Way (Roundabout 1, which will form the first part of Section 5 of the SWRR), and the 
Local Highway Authority’s acquisition of the land required for the SWRR through to 
Blue Gowt Lane; 

2. the development of approximately 500 dwellings on land to the east of the Joint Line 
railway and north of the proposed Section 5 of the SWRR, accessed off the five-spur 
roundabout; 

3. land lying to the east of the Joint Line railway and south of the proposed Section 5 of 
the SWRR to be designated as Recreational Open Space which will be protected from 
built development; 

4. 4 ha of land adjoining Market Way to be designated as Recreational Open Space 
which will be protected from built development;

B. Phase 2 to include:

1. the south-westward continuation of Section 5 of the SWRR to a proposed priority 
junction situated to the west of Two Plank Bridge; and 

2. the development of approximately 500 dwellings and appropriate community 
infrastructure accessed off Roundabout 2, which are expected to be completed within 
the Local Plan period. 
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C. Phase 3 to include:

1. Section 4 of the SWRR, which involves its south-westward continuation in parallel with 
the Vernatt’s Drain up to a bridge crossing of it to the west of Wygate Park, and then 
leaving the urban extension and progressing southwards to a junction with the A151 
Bourne Road; and 

2. the development of approximately 3,000 dwellings and appropriate community 
infrastructure beyond the Local Plan period, accessed off a combination of Roundabout 
2, and one or more junctions on that part of the SWRR lying within the urban 
extension.

2.2 Policy 15 also clarifies that Phases 1 and 2 of Vernatt’s SUE development will be required 
to contribute to the delivery of Section 5 of the SWRR, and Phase 3 will be required to 
contribute to the delivery of Sections 3 and 4 of the SWRR.  In respect of all three Phases, 
the District Council and Local Highway Authority will seek to secure formal agreements with 
relevant developers/landowners on financial and other contributions. However, if 
necessary, the authorities will also consider the use of statutory powers, including 
compulsory purchase, to ensure delivery of the SWRR. 

3.0 Funding the delivery of the Section 5 highways infrastructure associated with the 
Vernatt’s SUE

3.1 The delivery of the Section 5 highways infrastructure associated with the Vernatt’s SUE will 
cost in the region of £27.6M.  These headline costs may well reduce as the detailed design 
of the engineering works is progressed.  However, the over-arching costs of Section 5 
(given the need to construct a bridge in order to cross the mainline) cannot be met from 
development associated with Phases 1 and 2 to the Vernatt’s SUE (the approximately 
1,000 dwellings located to the immediate east and west of the mainline).

3.2 The need to secure significant gap-funding in order to construct the Section 5 highways 
infrastructure was identified at the outset by both the District and County Councils.  The 
securing of gap-funding was, in this context, key to ensuring that the strategy identified in 
the then emerging Local Plan was capable of delivery.

3.3 Housing Infrastructure Fund

3.4 In July 2017 the Housing Infrastructure Fund (HIF) was launched by the then Homes and 
Communities Agency (now Homes England) in conjunction with the Ministry of Housing, 
Communities and Local Government (MCHLG) and HM Treasury.  This fund is a £5 billion 
programme aimed at grant funding infrastructure such as roads and power upgrades in 
order to unlock and bring about the delivery of new housing.

3.5 The District Council, working collaboratively with the County Council, submitted a bid to 
Homes England (HE) for £12M ‘viability gap funding’ to contribute to the overall project cost 
of delivering Section 5 to the SWRR.

3.6 On 1 February 2018 the Government announced that the District Council’s bid for funding 
had been successful, subject to due diligence and agreement of a formal grant agreement.  
This funding, together with forward-funding provided by the County Council, will directly 
facilitate the delivery of the Section 5 highways infrastructure necessary to open up the 
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housing development associated with the Vernatt’s SUE.  It needs to be understood that it 
was on the basis of securing this funding, and therefore guaranteeing delivery of the 
SWRR, that the Inspectors subsequently found the Local Plan strategy sound.  The delivery 
of the Vernatt’s SUE is, in this sense, a key plank to not only the delivery of the strategy set 
out in the Local Plan but also the maintenance of the Council’s identified 5-year housing 
land supply.

3.7 Since February 2018 the District and County Council’s have been in ongoing discussions 
with Homes England relating to the grant requirements associated with the £12M HIF 
monies.  These discussions have been lengthy and are now nearing completion.  Homes 
England has now formally offered the £12M funding to the District Council.  This offer takes 
the form of a Short Form Funding Agreement under the terms of the Housing Infrastructure 
Fund (Marginal Viability Fund).

3.8 Homes England has clarified that the standard terms and conditions of the funding 
agreement are not negotiable.  Officers have been working with external legal advisors and 
the County Council to ensure that the terms of the agreement can be met.  The legal advice 
provided is set out in full at Exempt Appendix One.  Whilst the grant funding has been 
secured by the District Council in accordance with the funding conditions, it should be noted 
that many of the conditions and obligations included in the HE funding agreement cannot 
be met by this Council as they relate to highway works and contract arrangements which 
will be undertaken by the Lincolnshire County Council (LCC).  It is therefore necessary, in 
association with the funding agreement, to enter into a further agreement with LCC 
effectively passing on to the LCC responsibility for complying with all conditions and 
obligations which relate directly to County Council issues, and ensuring that the District 
Council is indemnified accordingly.  Officers from the County Council have confirmed that 
they are agreeable to entering into such an agreement.  Subject, therefore, to LCC 
providing formal written confirmation that they will indeed enter into such an agreement, 
officers are content that the Council can enter into the agreement and thereafter utilise the 
funds towards securing the delivery of the Section 5 highways infrastructure. Lincolnshire 
County Council cannot provide this confirmation until the terms of the agreement have been 
finalised.

3.9 In relation to the specific terms of the proposed Funding Agreement itself, it needs to be 
noted that the agreement is time limited and sets out a series of expected milestones.  In 
brief, these milestones require the delivery of the highways infrastructure to a timetable, 
driven by Homes England, in order to ensure the consequential delivery of the attendant 
housing.  

3.10 The main milestones to the Agreement seek to ensure that:

a) planning permission for the Section 5 highways infrastructure is granted by 31 July 
2019;

b) the County Council enters into a contract to procure the highways works by 30 
November 2019; and

c) the infrastructure works are completed to an ambitious timetable in order to enable the 
subsequent delivery of the approximately 4,000 houses associated with Phases 1, 2 
and 3 to the Vernatt’s SUE by 31 April 2042.
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3.11 There are also a series of pre-conditions associated with the Funding Agreement, all of 
which are required to be satisfied.  The main pre-conditions are focused on the need to 
provide:

 legal opinion relating to European Union State Aid law in connection with delivering the 
highways infrastructure;

 appropriate evidence relating to the availability of County Council funding to cover the 
viability gap and meet the overall costs of delivering the highways infrastructure;

 confirmation of land ownership and plans for acquisitions;
 a Memorandum of Understanding between the Councils and the housing developers;
 confirmation of project management arrangements to monitor progress; and
 a mechanism for recycling the HIF funds into housing delivery in Phase 3 (if viable).

3.12 In addition to the above conditions, there are also a number of other conditions which need 
to be satisfied in advance of the draw-down of funds.  These essentially require the Council 
(and the County Council under the terms of the proposed further agreement referred to in 
paragraph 3.8 above) to:

 satisfy the terms of the Agreement;
 provide evidence of the competency of contractors to deliver the project to timetable;
 obtain title to the land on which the highways infrastructure sits (and transfer this title to 

the County Council as highways authority);
 confirm that planning permission is in place for the highways works;
 confirm that a delivery contractor is in place for the works;
 confirm that the necessary land and property has been acquired (or that a strategy is in 

place for its acquisition);
 provide a strategy relating to the delivery of the Phase 3 housing;
 provide a further detailed infrastructure cost report for Section 5 on completion of the 

detailed design works; and
 submit a timetable relating to the submission of planning applications for the Phase 1 

and 2 housing.

3.13 Officers, working in conjunction with County colleagues, have already satisfied a good 
number of the main pre-conditions and are actively working on the remainder.  Officers 
have also been working towards satisfying the terms of those conditions that need to be 
satisfied in order to draw down the necessary funds from Homes England.  Subject to the 
County Council granting permission for the Section 5 highways infrastructure works, and 
subject to any permission granted not being successfully challenged, officers are satisfied 
that the conditional terms of the Funding Agreement with Homes England can be met.  This 
view meshes with the view of the Council’s legal advisors who conclude that, subject to:

a) agreement on the precise wording of the Funding Agreement; and 
b) a satisfactory conclusion as to how best to bind LCC into the obligations 

they do not consider that there is any unusual or onerous risk to South Holland District 
Council entering into the Funding Agreement.

3.14 On the basis of the above, officers RECOMMEND:
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That, subject to planning permission being granted by the County Council and to 
receipt of written confirmation from the Lincolnshire County Council that they will 
enter into a further agreement with the District Council to ensure full compliance 
with the terms of the proposed funding agreement:

(a) Members agree to accept the conditional offer of £12M from Homes England 
towards meeting the cost of the Section 5 (Vernatt’s) highways infrastructure to 
the SWRR; and 

(b) Members agree to enter into a Funding Agreement with Homes England, this 
committing the Council (in conjunction with the County Council) to utilising the 
£12M Housing and Infrastructure (HIF) Funding towards meeting the overall 
cost of delivering Section 5 to the SWRR (and that authority to finalise the 
terms of the funding agreement and the proposed further agreement with the 
County Council is delegated to the Executive Director of Commercialisation 
and S151 Officer in consultation with the Deputy Leader of the Council and 
Portfolio Holder for Growth and Commercialisation);

3.15 Forward-Funding Arrangements

3.16 The delivery of the SWRR is a long held ambition to address strategic transport issues in 
Spalding that also facilitates the delivery of housing.  This position is set out within the 
Local Transport Plan (LTP4), the Spalding Transport Strategy (STS) and the South East 
Lincolnshire Local Plan 2019.   A strategy has been developed, in conjunction with the 
County Council, for delivery of the road in five sections, maximising access to developer 
funding contributions and external funding through the Housing Infrastructure Fund for 
Section 5.  This strategy requires forward funding of the up-front costs of Sections 1 and 5 
to enable the housing delivery to be accelerated around Spalding and consequently deliver 
the developer contributions to pay back the forward funding.

3.17 The County Council has presently committed significant monies in its capital budget to fund 
the delivery of Section 5, should permission for the highways infrastructure be granted. 
Permission, in outline, is already in place for Section 1 to the south of the town.  The 
District, and County Councils, working in tandem with the developers, are seeking to agree 
a forward-funding arrangement for Section 1.  This would again be predicated on the 
County Council forward-funding the capital required to deliver the highways infrastructure, 
with the developer paying back the monies as the housing comes on stream.  Taken 
together, both of these forward-funding arrangements would place a significant burden on 
the County Council’s capital reserves in the short to medium-term.  The estimated cost of 
forward-funding both highways schemes, Sections 1 and 5, is in excess of £50M.  The 
expectation is that the period over which the developer would pay back these up-front costs 
would extend beyond the 2036 Plan period.

3.18 Forward-funding critical highways infrastructure, County-wide, can place a considerable 
strain on the County Council’s capital reserves.  This up-front funding ought to be returned 
to the County Council as development comes on stream by means of S106 contributions or 
other similar legal agreements.  That said, the timeframes involved are extensive and 
neither the District nor the County Council are directly capable of influencing the overall rate 
of housing delivery.  This, to an extent, is dependent upon the buoyancy, or otherwise, of 
the housing market.
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3.19 It also needs to be recognised that the delivery of the SWRR is critical to the Council’s 
wider growth ambitions for Spalding and the surrounding District.  The SWRR, after all, is 
specifically designed to function as a relief road to the wider town and not simply a feeder 
road to adjacent development.  The SWRR will, when constructed, function as public 
highway available to all and will deliver significant benefits to the wider town.  Its over-
arching aims are to:

 Reduce delays and improve journey times for road users.
 Lessen the impact of increased freight passing through Spalding and the associated 

increase in level crossing barrier downtime. (Currently 34 passenger and freight trains 
utilise the Sleaford to Peterborough Line daily.  This is an increase since 2014.  
These numbers are likely to increase further by 2025, leading to an increase in 
downtime).

 Reduce traffic congestion in Spalding town centre.
 Enhance connectivity by improving west to south links around Spalding.
 Enhance quality of life for residents of Spalding by improving air quality, reducing 

carbon emissions and addressing issues of town centre safety.
 Improve the reliability of public transport by minimising delays in the town centre.
 Support and encourage walking and cycling by reducing town centre traffic and 

providing safe links.

3.20 In order to reduce the significant financial burden on the County Councils capital reserves it 
would seem appropriate for the District Council to provide some support to delivering the 
key piece of highways infrastructure that is the SWRR.  It is suggested that the Council 
provide £1M towards the up-front delivery of Section 5 to the SWRR.  This sum, taken 
together with the £12M HIF monies, would provide approximately half of the up-front capital 
cost of delivering Section 5.  In the short term, this would help ease the burden on the 
County Council’s capital commitments County-wide.  It would also serve to cement the 
collaborative nature of the partnership that already exists between District and County.  The 
provision of £1M in up-front capital would be secured against the consequential housing 
development by means of S106, or similar, and would return to the District and its residents 
in tandem with the delivery of much-needed housing.

3.21 The District Council has been working in close collaboration with the County Council to 
seek to deliver the SWRR in its component parts.  This collaborative partnership is firmly 
embedded.  Subject to planning approval, the construction of Section 5 is scheduled to 
commence in November 2019 with completion by 2021.  Section 1 is currently programmed 
to be delivered immediately following, with works commencing in early 2021 and 
completion in 2022.

3.22 For all of the reasons set out above, officers RECOMMEND that:

(c) Members agree to provide funding of £1M to assist the County Council to 
forward-fund the overall £27.6M cost of Section 5 to the SWRR and the capital 
programme be amended as required to reflect this.  The Council will seek to 
recover the forward-funding costs associated with delivering Section 5 to the 
SWRR from the developers through S106 (or other) agreements, as appropriate, 
in conjunction with delivering the housing development associated with Phases 
1 and 2 to the Vernatt’s Sustainable Urban Extension (Vernatt’s SUE)
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4.0 Acquiring land and property necessary to deliver the Section 5 highways 
infrastructure associated with the Vernatt’s SUE

4.1 Members will be aware that the land necessary to deliver the Section 5 highways 
infrastructure associated with the Vernatt’s SUE is not in the ownership of the District 
Council.  Some of the land is in the ownership of the County Council as highways authority.  
The remainder is in private ownership, with the majority in the control and/or ownership of 
the two main developers associated with delivering Phases 1 and 2 to the Vernatt’s SUE.  
Some smaller parcels of land and property are in the ownership of individuals or 
companies.

4.2 In order to deliver the necessary highways infrastructure the land required for Section 5 
needs to be acquired and ultimately transferred into the ownership of the County Council.  
On construction of the highways infrastructure, the highway, verges, roundabout, junctions 
and bridge would be adopted and thereafter maintained by the County Council in its role 
highways authority.

4.3 The majority of the land necessary to deliver Section 5 can be acquired in agreement with 
the developers.  Statements of Common Ground are already in place to this effect and a 
Memorandum of Understanding is currently being prepared to facilitate the delivery of this 
land to the County Council in due course.  Both developers have committed to providing the 
necessary land, free from encumbrance, to the County Council as highways authority once 
formal funding is secured and the necessary consents are in place.  In addition, Network 
Rail is positively engaged in the process of securing the provision of the bridge spanning 
the mainline.  Overall, there is unlikely to be any significant difficulties with securing the vast 
majority of the land necessary for the construction of the Section 5 highways infrastructure.

4.4 Some smaller parcels of land are in private ownership and need to be acquired, either with 
the agreement of the owners or, failing this, through compulsory purchase proceedings.  In 
order to facilitate the acquisition of these smaller land holdings the District Council needs to 
set aside a working capital budget to cover both acquisition and legal costs.

4.5 The processes associated with either agreed acquisition or compulsory process are 
involved, complicated and time sensitive.  Much of the detail associated with acquisition is 
also of a sensitive financial or personal nature.  Given these sensitivities, and the need to 
ensure confidentiality and comply with data protection laws, a separate and confidential 
paper is attached at Exempt Appendix Two.  This paper sets out financial details, the likely 
sums and timescales involved, and identifies individual land and property details.  A 
decision on the content and strategy set out in this paper needs to be taken in order to seek 
to move matters forward.

4.6 On the basis of the paper set out at Appendix Two, officers RECOMMEND that:

(d) Members agree to set aside additional monies in the Growth and Investment 
Reserve to seek to acquire, with the agreement with the owners, property and 
land required to deliver Section 5 to the SWRR in accordance with the details set 
out in Exempt Appendix Two to this report (and that authority to do so is 
delegated to the Executive Director of Commercialisation and S151 Officer in 
consultation with the Deputy Leader of the Council and Portfolio Holder for 
Growth and Commercialisation) and that the capital programme be amended as 
required to reflect this.
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5.0 RECOMMENDATIONS

5.1 Recommendations are set out above and considered in the main body of this report.  
Members are invited to consider these recommendations, the report and the supporting 
background papers and to agree recommendations (a) to (d).

6.0 OPTIONS

6.1 Do nothing

6.2 Agree recommendations (a) to (d).

6.3 Agree changes to recommendations (a) to (d).

7.0 REASONS FOR RECOMMENDATIONS

7.1 The individual recommendations set out above are self-explanatory.

8.0 EXPECTED BENEFITS

8.1 The benefits of accepting the HIF monies and consequently delivering Section 5 to the 
SWRR are set out in detail in the main body of this report.  These clear benefits meet with 
the Councils strategic growth ambitions, and mesh with the policies enshrined in the 
adopted Plan, to the overall benefit of the District (and wider) and its residents. 

9.0 IMPLICATIONS

9.1 In preparing this report, the author has considered the likely implications of the decision, 
and particularly so in terms of Carbon Footprint / Environmental Issues; 
Constitutional & Legal; Contracts; Crime & Disorder; Equality & Diversity/Human Rights; 
Financial; Health & Wellbeing; Reputation; Risk Management; Safeguarding; Staffing; 
Stakeholders/Consultation/Timescales; and Other. Where the report author considers that 
there may be positive implications under one or more of these headings, these have been 
set out in the main body of the report and identified below.  Where the report author 
considers that the implications are neutral or have been mitigated as a part of the statutory 
or due diligence process the consequences of these implications are implicit. 

9.2 Corporate Priorities

9.2.1 This report relates to the delivery of a significant number of the Council’s corporate 
priorities, including the following:

 Enable effective planning and delivery of housing solutions to meet local needs and
aspirations to ensure that our residents have access to a range of housing options in the 
district. 

 Support the expansion and growth of Spalding and Holbeach to be attractive places where 
people want to visit, live and work whilst supporting all other towns and villages in the 
district to meet the needs of their communities .

 Deliver substantial and continued growth as proposed through our Local Plan, in 
conjunction with our key partners.

 Work with our key partners to ensure that the infrastructure required to support our 
community to grow and flourish, including key roads, rail, broadband and 
telecommunications, are planned for and delivered.

 Proactively work with partners to identify and optimise funding opportunities that will draw 
resources into the district to support our plans for substantial and continued growth.
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 Work in partnership across the public and private sector to retain and build on the key 
business sector strengths within South Holland, whilst also working proactively to attract 
new inward investment that will bring further prosperity to our district. 

 Continue to work effectively with all our partners to deliver significant benefits to the 
communities of South Holland.

9.2.2 The Corporate Plan 2019-23 identifies that the Council has worked with partners to develop 
the SELLP, this setting out our vision to develop housing and employment options in the 
District.  The delivery of Section 5 (and subsequently Section 1) to the SWRR meshes with 
our clear ambition to develop and implement a local planning and development framework 
capable of achieving substantial and continued growth.

9.3 Constitutional and Legal

9.3.1 Legal advice has been sought on the terms of the proposed funding agreement with HE 
and, arising from that legal advice, officers are content that the Council can enter into the 
agreement and utilise the funds towards securing the delivery of the Section 5 highways 
infrastructure. 

9.3.2 At the same time that the District Council enters into the funding agreement with HE the 
Council will also enter into a further agreement with the Lincolnshire County Council to 
ensure that all of the obligations and conditions of the funding agreement which are the 
responsibility of the County Council will be met, and indemnifying the District Council 
against any costs arising from any failure on the part of the County Council to meet their 
obligations.

9.3.3 In accordance with the Financial Procedure Rules contained within the Council’s 
Constitution the full Council must approve the receipt and spend of any grant funding above 
£100,000, and agree any terms or restrictions applied by the funder.

9.3.4 It is important that any public funds applied to this scheme do not constitute illegal state aid.  
One of the pre-conditions, to be satisfied before the agreement becomes effective, is the 
provision of a legal opinion in respect of the state aid implications.  Officers have already 
sought advice from Counsel.  The advice received clarifies that the £12M HIF grant is 
unlikely to constitute state aid provided that the road is made freely available to all users on 
equal and non-discriminatory terms and the contractor is appointed pursuant to a 
transparent competitive tendering process.

9.4 Financial

9.4.1 The detailed financial arrangements are as set out in the body of this report and associated 
recommendations.  The strategy identified in relation to delivering Section 5 to the SWRR 
takes account of the increasing financial pressures faced by local Government and the 
need for all councils, including South Holland District Council, to ensure they are delivering 
planned growth and infrastructure as cost-effectively as possible in the wider interests of 
the District and working with key partners in order to do so.

10.0 WARDS/COMMUNITIES AFFECTED

10.1 Immediately, all Spalding and Pinchbeck wards although all Wards and communities are 
likely to be positively affected.

11.0 ACRONYMS

HE Homes England

Page 295



HIF Housing and Infrastructure Fund
HM Treasury Her Majesty’s Treasury
LCC Lincolnshire County Council
LTP4 The 4th Lincolnshire Local Transport Plan - published in April 2013 and 

setting out the transport strategy for the County for the next 10 years.
MCHLG Ministry of Housing, Communities and Local Government
MVF Marginal Viability Fund
Section 1 The ‘southern’ section to the SWRR, associated with the Holland Park SUE
Section 5 The ‘northern’ section to the SWRR, associated with the Vernatt’s SUE
SELLP South East Lincolnshire Local Plan, adopted March 2019
SoS Secretary of State to the Ministry of Housing, Communities and Local 

Government
STS Spalding Transport Strategy - a strategy for Spalding to identify how 

transport and travel in the area should develop over the next twenty years.
SUE Sustainable Urban Extension
SWRR Spalding Western Relief Road
S106 A planning agreement under the provisions of Section 106 to the Town and 

Country Panning Act 1990 (as amended) focused on site specific mitigation 
of the impact of development.  S106 agreements are often referred to as 
'developer contributions'.

The Plan The South East Lincolnshire Local Plan, adopted March 2019
Vernatt’s SUE The Northern SUE, or Vernatt’s Sustainable Urban Extension

Background papers:

Lead Contact Officer
Name and Post: Paul Jackson, Executive Programme Manager, Infrastructure & Housing Delivery
Telephone Number: 07949 494836
Email: paul.jackson@breckland-sholland.gov.uk

Key Decision: Yes
Exempt Decision: No
This report refers to a non-statutory function.

APPENDICES:

Exempt Appendix One:
Restricted and Confidential: Legal advice relating to the proposed Short Form Funding Agreement 
under the terms of Homes England’s Housing Infrastructure Fund (Marginal Viability Fund).

Exempt Appendix Two:
Restricted and Confidential: Spalding Western Relief Road (SWRR) Property Acquisition Report
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Agenda Item 19.
By virtue of paragraph(s) 3 of Part 1 of Schedule 12Aof the Local Government Act 1972.
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Agenda Item 20.
By virtue of paragraph(s) 1, 2, 5 of Part 1 of Schedule 12Aof the Local Government Act 1972.
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By virtue of paragraph(s) 1, 2, 5 of Part 1 of Schedule 12Aof the Local Government Act 1972.
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Agenda Item 24.
By virtue of paragraph(s) 3 of Part 1 of Schedule 12Aof the Local Government Act 1972.
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