
SOUTH HOLLAND DISTRICT COUNCIL

Report of: Matthew Hogan, Executive Manager for Growth

To: Cllr Colin Johnson, Portfolio Holder for Corporate Delivery and Strategic 
Oversight

(Author: Katie Nicol, Housing Development Programme Manager)

Subject Acquisition opportunity to expand the Housing Revenue Account

Purpose: To set out details of a commercial opportunity relating to the potential for the 
council to acquire 12 units of affordable rented housing and 6 units of shared 
ownership over three development sites within the district. 

Recommendation(s): 

1) That subject to contract, formal valuation and due diligence, that the authority proceeds with 
the acquisition of 18 new build ‘s106’ affordable homes in Cowbit, Donington and Moulton 
from a local developer.

2) That the authority utilises its available and budgeted capital programme, including Right to 
Buy receipts, to fund the proposed investment. 
 

1.0 BACKGROUND

1.1 South Holland District Council as a local planning authority has had a long-standing policy 
of requiring market housing developments within the district to provide a percentage of 
units as ‘affordable housing’. These units, commonly known as ‘s106 affordable housing 
units’, are usually built by the developer and then sold to an affordable housing provider. 
Through the emerging South East Lincs Local Plan, the council is adopting a policy 
whereby developments over 11 units are required to provide 25% of the units ‘on site’ as 
‘affordable housing’, with the affordable housing units split between homes for rent and 
homes for low cost purchase.  

1.2 In addition to holding a firm policy position on affordable housing as a local planning 
authority, South Holland District Council is also an affordable housing provider within its 
own right. The authority manages around 3,800 homes across the district, and has a long-
held desire to increase the number of homes that the authority manages. In order to grow 
its housing stock, the authority is exploring a number of new affordable housing 
developments that the authority will build itself. This includes the proposals for 34 
affordable homes in Weston. A full business case on this scheme, which has obtained 
planning consent and is now out for procurement, will be presented to members in October. 

1.3 One area, however, where the authority has not previously ventured in the pursuit of 
expanding its housing stock is through the acquisition of the ‘s106 affordable housing units’ 
created through the council’s policies as a local planning authority. This is because, despite 
having the financial capacity to compete in the market for ‘s.106 affordable housing units’, 



the authority has largely relied upon housing associations operating within the district (such 
as Longhurst Homes and Waterloo Housing) to purchase these properties. 

1.4 Ashwood Homes are a market housing developer who are developing a significant 
presence within South Holland. The firm has a number of sites across the district, which the 
company are bringing forward for housing. 

1.5 As per the council’s policies as a local planning authority, the planning consents associated 
with these sites require Ashwood Homes to provide a proportion of the units developed on 
these sites as affordable housing. This means that the company needs not only to build the 
units, but also secure their transfer to an appropriate affordable housing provider in order to 
meet the requirements placed on the developer by the council’s policies. 

1.6 Representatives from Ashwood Homes have approached the authority to explore whether 
the authority would be interested in purchasing a number of s.106 affordable housing units 
on their live sites in Cowbit, Donington, and Moulton. The company has approached the 
council due to a number of housing associations within the district citing capacity 
constraints that would prevent their ability to purchase the units themselves. This includes 
capacity constraints linked to other live commitments on sites and schemes in South 
Holland. 

1.7 In response to this offer, officers have sought to undertake a business planning exercise 
associated with the potential purchase of the available homes. In terms of financial 
capacity, the authority has a £2 million per annum budget for the acquisition of new 
affordable homes. Furthermore, £230,400 of the total 2018/19 budget for capital 
expenditure in providing new homes is made up with time-limited ‘Right to Buy’ receipts 
(capital receipts generated from the sale of homes under the Right to Buy). The authority is 
required to invest this £230,400 figure in new rented homes by March 2019 in order to 
prevent those funds being returned to central government. 

1.8 Consequently, on the basis of a) the homes being properties that have been secured 
through the council’s planning policies and processes as a means meet identified need, b) 
the authority having unspent and available capital funds, c) the authority having a need to 
invest time-limited right to buy receipts by the end of March 2019, d) the authority having a 
need to replace homes lost through the Right to Buy, e) the impact on wider supply, this 
paper sets out the detail of a business case linked to the potential acquisition of the 17 
affordable homes available for purchase through Ashwood Homes. 

THE BUSINESS CASE

1.9 The details of the 18 homes at the centre of this business case are detailed below; 

1.10
Scheme Total 

Affordable 
Units

Rented mix 
and Size

Shared 
ownership mix 
and size

Expected 
handover 
date/s 

Back Gate, 
Phase 2, Cowbit

8 5 Rented: 

2 x 1 bed 
houses @ 516 
sqft 

3 Shared 
Ownership:

- 2 x 2 bed 
house 

Aug 19 to April 
20



3 x 2 bed 
houses @ 732 
sqft

@732sqft

- 1 x 3 bed 
house @ 
902sqft

Town Dam 
Lane, Donington

3 2 Rented:

2 x 2 bed 
houses @ 732 
sqft

1 Shared 
Ownership:

- 1 x 2 bed 
house @ 732 
sqft 

June 2020

Westmoreland 
Road, Moulton

7 5 Rented

2 x 1 bed 
houses @ 516 
sqft

3 x 2 bed 
houses @ 732 
sqft

2 Shared 
ownership

2 x 2 bed 
houses @ 711 
& 732 sqft

1 plot in 
October 2018, 
remaining 
between 
December 
2018-Jan 19

Total 18 12 6

1.11 In terms of timescales, the acquisition would result in 7 homes coming into management 
during 2018/19, 7 homes during 2019/20 and 4 homes during 2020/21.

1.12 Using the council’s ‘Hopper model’, a financial appraisal of the acquisition of these units 
has been completed. Full details of this financial appraisal are included within Exempt 
Appendix 1. 

1.13 The level of the offer to Ashwoods to purchase the units under consideration has been 
ratified by a valuation carried out by Longstaff Surveyors who are registered by the Royal 
Institute of Chartered Surveyors. Their open market valuation of the total value of the 
scheme corroborates the assumptions made within the appraisals and in addition supports 
the assumed level of income generated by the shared ownership sales. Full details of this 
is attached within Exempt Appendix 2

1.14 As set out previously within this report, in terms of the 2018/19 budgetary position, currently 
there is provision of £2,000,000 built into the Capital Programme for the purchase of new 
affordable housing units. 

1.15 It is proposed that £230,400 of Right to Buy funding with a spend date of March 2019 and a 
further £58,900 of Right to Buy funding with a spend date of March 2020 is used to part 
fund the acquisition. 

1.16 Readers will note that the proposed acquisition includes a number of units of ‘shared 
ownership’ housing. The authority already owns and manages a small number of shared 
ownership properties within its Housing Revenue Account, and therefore these units will 
form an addition to that existing small portfolio. Officers within the Housing Management 
team are presently undertaking a review of their processes and procedures in relation to 
the management of shared ownership housing to ensure that they are up-to-date ahead of 
any potential modest expansion of the council’s shared ownership portfolio. 



1.17 With shared ownership, the size of any share sold has an impact upon the form of the 
financial return that the product provides to the landlord. For example, selling a larger share 
brings about a larger initial capital receipt and earlier development profit, whereas selling a 
smaller share brings about a larger ongoing rental revenue stream. 

1.18 Exempt Appendix 1 includes some sensitive analysis on the impact of first tranche sales 
upon longer term return on investment. 

2.0 OPTIONS

Option 1: To acquire the 18 dwellings. Under this option, the authority would proceed to 
contract on the purchase of all 18 properties. A total of seven homes would come into 
management during 2018/19, seven properties during 2019/20 and four properties during 
2020/21.

Option 2: Do nothing. Under this option, the authority would not proceed with purchase of 
the properties. As a consequence, the ‘expected benefits’ listed in section 3 will not be 
realised.  

3.0 REASONS FOR RECOMMENDATION(S)

3.1 The recommendation to proceed with the purchase of the 18 homes from Ashwood Homes 
relates to a number of expected benefits as detailed in Section 4.  

4.0 EXPECTED BENEFITS

4.1 It is anticipated that the report recommendations will support the realisation of the following 
expected benefits; 

 The delivery of 18 additional houses into the HRA. This includes houses to 
meet the needs of those who require low cost rented accommodation, and those 
who require support to access the ‘housing ladder’.  

 Appropriate and timely reinvestment of Right to Buy funds into new housing, 
The proposed acquisition would utilise £289,300 of time-limited Right-to-Buy 
receipts identified to replace dwellings sold through the scheme. These receipts are 
time-limited for a 3 year time frame and £220,000 of these need to be spent by 31st 
March 2019 or be repaid to central government. The purchase of all 18 units would 
be considered as one contract. This allows us to spend the right-to-buy receipts at 
an early stage of the contract to ensure that none of the time-limited tranche of 
receipts will need to be repaid to central government. 

 The replacement of homes sold through Right to Buy. The purchase of 
properties will support replacing homes sold through Right to Buy. It should be 
noted that a total of 19 properties were lost from the housing stock and purchased 
through Right to Buy in 2017/18. 

 A return on investment, and the generation of capital receipts. As set out 
within Exempt Appendix 1, there is a positive business case associated the 
proposed investment. 

 Meeting housing need. The homes proposed will meet housing need in locations 
where there is evidence of a need for additional affordable homes. 



5.0 IMPLICATIONS

5.1.1 Constitutional & Legal

5.1.2 It should be noted that as a consequence of a) the budget for the acquisition and b) the 
general use of that budget for the purpose set out within this report, having been agreed by 
Full Council, it is legally accepted for the formal decision to proceed with the acquisition of 
the dwellings to be taken via a Portfolio Holder Decision. 

5.2 Contracts

5.2.1 If the decision is taken to proceed the opportunity will require an acquisition contract to be 
entered into. 

5.2.2 In addition the shared ownership units will require a suite of documentation to be drawn up. 
The costs for this are factored into the appraisal for the acquisition of the units. 

5.3 Corporate Priorities

5.3.1 The report recommendation supports a number of the council’s corporate priorities, 
especially in relation to ‘encouraging the local economy to be vibrant with continued 
growth’, alongside ‘to develop safer, stronger, healthier and more independent communities 
while protecting the most vulnerable’

5.4 Financial

5.4.1 The report recommendation carries with it a number of financial implications. These are 
detailed in exempt Appendix 1. 

5.5 Reputation
 

5.5.1 In terms of reputation, the appraisal for the investment includes budget for a Clerk of Works 
to oversee the handover and quality of construction of the dwellings. 

5.6 Risk Management

5.6.1 It should be noted that the proposed investment comes with a number of risks. These risk 
will be managed through the council’s Housing Development team, utilising risk registers 
and other project management tools. Those risks are as follows;
 

 Sales risks associated with shared ownership. If the authority proceeds with the 
report recommendation, this will lead to the authority taking on five units for shared 
ownership. The authority will seek to sell shares in these properties on the open 
market to qualifying purchasers. This introduces an element of sales risk. However, 
it should be noted that officers have sought to mitigate (and will seek to mitigate) 
this risk in the following ways; 

o Officers have engaged in informal discussions concerning market demand 
for shared ownership for the type of properties proposed, and in the 
locations proposed. This has returned a positive view that there is indeed a 
strong market demand for shared ownership in the proposed locations. In 



that sense, there is a good degree of confidence in the level of market 
demand. It should be noted that officers are seeking to obtain further market 
intelligence as part of the formal valuation advice.

o Marketing allowance. The appraisal for the project includes an allowance for 
marketing and sales.  

o Specification. It should be noted that the specification for the shared 
ownership units will reflect a specification appropriately suited to the market 
for this type of dwelling. 

 Construction risk. There is a need to ensure that any risks relating to the quality of 
the dwellings is managed. The proposal includes an allowance for the appointment 
of a clerk of works to oversee the dwellings during construction period and before 
handover, as a means of ensuring quality. In terms of post-construction matters 
relating to quality, the properties will be subject to a 12 month defects period and 
will come with a 10 year LABC warranty. 

 

6.0 WARDS/COMMUNITIES AFFECTED

 Moulton, Weston and Cowbit
 Donington, Quadring and Gosberton

Background papers:-

Lead Contact Officer
Name and Post: Matthew Hogan, Executive Manager for Growth, Katie Nicol Housing 

Development Programme Manager

Telephone Number 01775 764524

Email: matthew.hogan@breckland-sholland.gov.uk, knicol@sholland.gov.uk

Key Decision: Y

Exempt Decision: Partially

This report refers to a Discretionary Service

Appendices attached to this report: 

Appendix 1 Exempt Appendix: Financial Modelling
Appendix 2 Exempt Appendix: Longstaff Valuation
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