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SUMMARY 

In March 2022, the Council approved the updated capital programme which included capacity to 

invest in Welland Homes’ housing delivery programme.   

A new housing scheme has been identified for the purchase of four market dwellings in Moulton 

Chapel, from a developer. Welland Homes Board has reviewed the business case, and the 

impact this scheme would have on the company’s Business Plan, and has decided to purchase 

the homes, subject to shareholder approval.  The homes comprise 1 x 2-bedroom house and 3 x 

3-bedroom houses.  Construction of the homes is forecast for completion in June 2023. 

 

RECOMMENDATIONS 

1. To approve the business case for the acquisition by Welland Homes Ltd of four houses, for 
the purposes of a market rental investment.  

2. To approve the revised Welland Homes Business Plan and include as an amendment in 
the next SHDC Quarterly report to members. 

3. That delegated authority be granted to the Deputy Chief Executive (Corporate 
Development) and S151 to (i) approve the terms of any loan agreements required; (ii) 
approve the value and the profile 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.  

4. To reaffirm the delegated authority granted by Council on 25th March 2015, to 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. 

 

REASONS FOR RECOMMENDATIONS 

To continue to support the principal objectives of the company which are to increase housing 
supply, address existing housing demand, improve the quality of rented sector accommodation 
and to generate general fund income for the Council. 

 

 

OTHER OPTIONS CONSIDERED 

Do nothing – in this event, the authority would not support this investment and Welland Homes 

would not purchase the properties.  Officers would seek to identify alternative, appropriate 

schemes for consideration by the board and the shareholder.  

 

1.  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. The company has six nominated directors 

who oversee the activity of the company. The company’s business plan can only be amended 
with the approval of the shareholder. The current adopted Business Plan is predicated on the 
company owning 60 homes by 2022/23, however, given the uncertainty created by the 
pandemic, the current buoyant housing market and the costs associated with building and 
labour, it has not been possible for Welland Homes to meet its Business Plan target.   
 

1.3 The company currently owns 39 market rented homes across 5 sites in Spalding, Holbeach 
and Long Sutton.  All properties were built within the last 5/6 years and are in a good 
condition.  The homes are all let for full market rents and there is generally a low void rate 
which indicates that the properties are in demand. The company is successfully managing the 
existing homes within its portfolio and is keen to add to the portfolio. 
 

1.4 Properties owned by Welland Homes are managed by a private letting agent with experience 
of operating in the market rented sector within the district. Any new homes acquired will be 
included within this management contract. 
 

1.5 The current portfolio of 39 homes is appreciating in value and the current asset value is 
significantly greater than the total investment required to deliver those homes.  
 

1.6 The SHDC Capital Programme relating to investment in Welland Homes, was included as 
Appendix E to the Budget, Medium Term Plan and Capital Strategy Report to Council on 3rd 
March 2022. 
 



1.7 Capital funding for new schemes is financed through a mixture of loans (at commercial rates) 
and equity provided to the company by the Council. The Council earns a margin on the 
interest charged to the company (on the basis of a 30-year investment).  Additionally, the 
Council earns a return on the equity invested. 
 

1.8 In return, the company receives the rental income and pays interest on the loan.   
 

1.9 The company incurs Core Business (operating) costs such as insurance, accountancy services, 
legal expenses and reimbursement of SHDC staff time for administering board meetings, 
managing the property management contract and identifying new business opportunities.   
 

1.10 In both March 2021 and March 2022, the company made sufficient profit to pay over £100k 
per annum as charitable donations to local charities, which would have otherwise been paid 
by SHDC’s General Fund. This demonstrates how the company is able to meet one of its 
principal objectives to generate General Fund income for the Council. The company is also 
expected to pay over £100k to local charities again in March 2023. 

 
1.11 Welland Homes is continuing to pursue further investment activity for the purposes of 

market rent to comply with its Business Plan. The Welland Homes Business Plan was most 
recently updated in March 2021 when the Council approved funding for the acquisition of 
four completed dwellings at Northons Lane, Holbeach. A revised Business Plan has been 
provided as part of this report to demonstrate the latest position and the impact the 
acquisition of these four homes will have on the company’s Business Plan. This Business Plan 
assumes that a scheme of seven homes in Crowland is also approved (Business Case and 
Business Plan is being considered for approval concurrently). 

 
2. SCHEME BUSINESS CASE 

2.1 This section provides scheme information. It should be noted that if this scheme is supported, 
officers will undertake contract negotiations and detailed due diligence.  This business case 
is based on discussions with the developer and are subject to further negotiation.  
 

2.2 This scheme relates to the acquisition of 4 new-build homes from a developer.  The homes 
comprise 1 x 2-bedroom semi-detached house and 3 x 3-bedroom detached houses in 
Moulton Chapel. The site of 58 homes in total, received planning consent (application 
reference H13-1096-19) in February 2020 and is currently under construction and these plots 
are likely to completed by June 2023. The homes at the centre of this business case are shown 
in the table below. 
 

Plot Property type Size (M2) Parking  *Handover date 

21 3 bed detached house 98 Double garage June 2023 

22 3 bed detached house 86 Single garage June 2023 

23 3 bed detached house 100 Single garage June 2023 

24 2 bed semi detached house 74 2 parking spaces June 2023 

*Based on information from the developer 
 

2.3 The HRA is also intending to purchase 3 S106 affordable homes from the developer, which 
are located in the same cul-de-sac as the homes which Welland Homes is proposing to 
purchase. Those three plots comprise the entire affordable housing provision on the site. The 
HRA and Welland Homes will concurrently enter into contracts with the developer, to ensure 
the authority acquires 7 homes in total. 
 



2.4 The managing agent has indicated that there is demand for this property type in this location 
and has provided information regarding the expected rental income. This information has 
been used to inform the financial evaluation provided at Appendix A. 
 

2.5 The specification of the properties has been reviewed by Welland Homes board who are 
happy with the product.  LPG tanks will be installed beneath the open space (which is owned 
by the management company). LPG gas fired combi boilers will be installed in the properties 
and heating will be provided via radiators.  

 
2.6 Negotiations with the developer have been ongoing for some time. A price has recently been 

agreed for the purchase of the 4 market dwellings. A business case for the scheme and a 
revised Business Plan was presented to Welland Homes Board on 22nd November 2022 and 
31st January 2023. The Board considered the scheme details in full and decided to purchase 
the homes, for the agreed price, subject to shareholder approval. An offer to acquire the four 
homes has been submitted to the developer, and accepted. The offer is subject to due 
diligence, contract and formal approval.  

 
2.6 The business case indicates that the homes will be built by June 2023. However, the target 

date for occupation of the dwellings is September 2023 to mitigate against any delay to the 
programme, or in letting the units.  

 
2.7 The business case identified that the scheme was likely to support the company’s principal 

objectives.  The key considerations included:   
- The scheme will make an appropriate return to Welland Homes to enable the debt to be 

serviced. 
- The scheme is in Moulton Chapel which is a location where the company does not have 

any stock and accordingly this acquisition will diversify the current portfolio. 
- The size of the scheme and the unit mix is appropriate.  
- The Board is satisfied, based on the current understanding of the rental market and 

advice from Ark Property Centre that the properties will be in demand for private rented 
accommodation. 

- The scheme will provide good quality accommodation with easy access to the local 
facilities.  

- The village has a range of facilities include a primary school, post office, small local store, 
butchers and public house.  Accordingly, the location is considered sustainable. 

 
2.8 The board considered the indicative financial appraisal for the scheme, details of which can 

be found in confidential Appendix A. 
 
2.9 Welland Homes board determined that the scheme met their objectives in terms of size, 

location and property type and return on investment. The board agreed that, subject to 
approval from the shareholder, and the relevant legal due diligence and appropriate 
professional review, Welland Homes Ltd should purchase the 4 homes at Moulton Chapel to 
be let as market rent properties, as per the Business Plan assumptions. 
 

2.10 A slight discount has been achieved on individual marketing prices of the units despite a 
strong sales market.  

 
2.11 The properties will benefit from a build warranty provided by Buildzone. The Board 

considered the implications of the dwellings not being covered by NHBC warranty and 
deemed that the warranty provided is sufficient. Further checks will form part of the due 
diligence process prior to exchange of contracts. 



 
2.12 The developer is utilising SHDC Building Control for inspections. This provides an additional 

level of oversight on the quality of the dwellings. SHDC Building Control has been attending 
the site and inspecting progress with the construction. SHDC Building Control has also 
confirmed inspection has taken place to the piled foundations for these plots.  

 
2.13 The developer has indicated that the main estate roads will be adopted. However, the minor 

roadways within the site will not be adopted and instead will be within the ownership of the 
management company, including the roadway leading to these four plots.   

 
2.6 The developer has indicated that a management company will be established for 

maintenance of the open space. During the due diligence process, further details will be 
requested from the developer.  An allowance has been included in the financial evaluation 
for management company costs.  

 
3.0  PURCHASE ROUTE 
 
3.1  Welland Homes will purchase completed dwellings directly from the developer. The company 

has negotiated a discount on the marketing price, to reflect the bulk purchase, and on the 
basis that Welland Homes will make staged payments.  
 

3.2 Welland Homes will initially purchase land from the developer, prior to making payments for 
the construction of the dwellings on that land. Staged payments would be paid by Welland 
Homes, initially funded by a development period loan from the shareholder. A valuer will be 
appointed to confirm the cost attributed to the land purchase and an Employer’s Agent will 
be appointed to confirm the value of each of the staged payments. 
 

3.3 The agreement regarding staged payments is subject to further due diligence and contract. 
However, the payments to the developer will always be paid in arrears (so Welland Homes 
will only pay for work once completed and subject to the Employer’s Agent confirming that 
the cost is appropriate, and the work is completed satisfactorily).  
 

3.4 An indicative method for stage payments is summarised below: 
• Welland Homes will appoint a solicitor  
• Extensive due diligence will be undertaken alongside contract negotiations. This will 

include the land value being verified by a Red Book valuation and agreed with the 
developer as part of the contract negotiations. The valuer will also be appointed to 
indicate the Red Book valuation of the completed houses. A schedule of payments for 
the construction of the properties will be negotiated with the developer based on the 
fixed purchase price.  An Employer’s Agent will be appointed to advise on the 
appropriate construction milestones for each payment stage and the value of the works 
that will be payable when each milestone stage is completed. A process will also be 
agreed for the developer to request payment for each completed stage with a 
requirement for independent verification that all works in that stage have been 
completed before monies are released. 

• The contract will include a longstop date for practical completion. This will ensure that 
the contract price is based on a current valuation.  

• Once the appropriate terms for a land and build style contract have been drafted, both 
the contract and due diligence will be signed off by S151 Officer.  

• Once due diligence has been signed off, Welland Homes will exchange contracts with the 
developer using a land and build contract. From this point, Welland Homes has control of 
the scheme thereby preventing the developer from selling the homes to another party.  



• A stakeholder deposit will be paid upon exchange of contracts. This will be held by 
Welland Homes’ appointed solicitor until the developer has satisfied criteria agreed in 
the contract to enable Welland Homes to purchase the land.    

• The criteria to enable Welland Homes to purchase the land is that the developer has 
built each of the four dwellings to one brick course above damp proof course level. 
Additionally, the developer will have constructed the roads and footpaths to the homes 
to base course level with the necessary services and drainage having been installed, 
along with street lighting.  

• Once the developer has satisfied the criteria to enable Welland Homes to purchase the 
land, the deposit will be released by the solicitor, to the developer. (The deposit would 
be returned to Welland Homes if the conditions of the contract are not satisfied and 
Welland Homes would be released from the contract and would not acquire the land or 
dwellings.) Additionally, at this point, Welland Homes will also purchase the land from 
the developer.  

• Once completion of the land has occurred, the land will be owned by Welland Homes. 
Under the terms of the contract, the developer will be obliged to complete construction 
of the dwellings to the agreed standards and specification.  

• In accordance with the contract, Welland Homes will pay the developer once each 
construction phase is completed. An Employer’s Agent will verify that the relevant works 
have been carried out to an acceptable standard prior to any payment being released. 

• Construction of these four plots is already underway. Therefore, it is highly likely that an 
instalment payment for the foundations will become due immediately following 
acquisition of the land because the construction milestone set out in the contract will 
have been reached. The payment will be verified by the Employers Agent to confirm the 
works have been completed satisfactorily.  

• Payments for subsequent stages of the construction will become due when milestones 
agreed in the schedule of payments are reached. Examples of stages that could be 
agreed include completion of the roof; completion of construction to 'second fix' (this is 
when the main construction is complete, and the property has been plastered); when 
the build and internal fittings are complete (practical completion). When each stage is 
completed and verified by the Employers Agent to confirm the works have been 
completed satisfactorily Welland Homes will make a contract payment.  

 
3.5 Land and build deals, as described above, are commonplace. The benefits include providing 

cashflow for the developer and a number of advantages for the purchaser, including: 

• Early engagement on specification and programme 

• Fixed purchase price.  

• The nature of a land and build contract, as opposed to a JCT contract, is that there is a 
fixed-price contract and the authority will not be required to fund any scheme variations 
which may become necessary.  

• Exchanging contracts early in the process (in comparison to an off the shelf purchase) 
will provide certainty to the authority that the developer cannot sell the homes to an 
alternative housing provider, and thus reduce the risk of abortive work by the authority.  

• Relatively straightforward legal agreement widely used in the industry which does not 
require the use of a complex JCT contract which can be costly to produce and administer. 

 
3.6  Some of the key implications of this purchase route (which have been factored into the 

financial evaluation) include: 

• Welland Homes will pay Stamp Duty Land Tax on the value of the plot when it transfers 
to the company, which will be lower than the rate if the company purchased a 
completed dwelling. 



• The company will be borrowing from the shareholder to fund the staged payments but 
will not receive any rental income until the properties are occupied which will be some 
months later. 

• The shareholder will charge a higher loan interest rate during the development phase, 
as is industry standard. The financial evaluation assumes that the development phase 
will be 4 months. If the development takes longer, the company will pay more 
development loan interest and this cost will have to be met by the scheme contingency.  

• The land will transfer to Welland Homes upon payment of the first instalment. In the 
event that the developer does not complete the build, the company (as land-owner) will 
have to appoint a new contractor to complete the build. This creates a financial 
uncertainty around costs (including the development loan interest) and delivery 
timescales. The financial evaluation includes a contingency sum.  
 

1.0 FINANCIAL EVALUATION 

4.1 Welland Homes Board reviewed the business case for this scheme and assessed the impact 
of this scheme on a refreshed Business Plan. Directors acknowledged the positive return 
generated and the potential for the capital asset to appreciate over time. They were satisfied 
that this scheme meets their objectives and they agreed that, subject to the approval of the 
sole shareholder, and the relevant legal due diligence and appropriate professional review, 
Welland Homes Ltd will purchase 4 homes in Moulton Chapel to be let as market rent 
properties, as per the Business Plan assumptions. 

 
4.2 The financial evaluation of the scheme is summarised in confidential Appendix A. 

 
4.3 The projected impact of this scheme on the overall Welland Homes Business Plan is set out 

in confidential Appendices B-D. 
 
4.4 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.  
 

4.5 These arrangements include the Shareholder Representative, on behalf of the shareholder, 
approving the business case for the acquisition and a loan and equity investment being made 
available to Welland Homes to acquire the homes.   
 

4.6 Approval is being sought, via this decision report, for the changes to the company’s Business 
Plan, and to allocate the necessary finance to this project to enable the company to acquire 
the homes. 

 
4.7 The offer accepted is subject to legal due diligence. Welland Homes Board has approved this 

scheme and a solicitor will be appointed to prepare a Report on Title to ensure the units have 
good and marketable title in advance of the scheme being fully approved. As set out in the 
Service Level Agreement between SHDC and Welland Homes, these costs will be borne by 
Welland Homes as part of the total commitment in the loan agreement. In the event that the 
scheme is not supported by the shareholder, any costs incurred prior to the shareholder’s 
decision, will be met as revenue costs by the company. 

 
4.8 A formal valuation has been completed to verify the assumptions made within the appraisal 

of the opportunity in relation to the purchase price. This has been carried out by a Royal 
Institute of Chartered Surveyors registered firm, to confirm the purchase represents good 
value for money.  This was reviewed by the Board during its meeting in January 2023. 



 

4.9 The evaluation assumes that the company will pay interest on a development period loan for 
4 months. This is in line with the developers anticipated build programme (the development 
is already underway and the development phase is the period between the first and last 
instalment payments). If the development phase is longer than expected, the development 
loan interest payments will increase. 
 

5.0 RISK 
 

5.1 Acquisition and development activity has within it inherent risks. The risks are sought to be 
identified and managed at each stage of the process of project consideration, and at regular 
points as schemes progress through the governance process. 
 

5.2 The risks associated with this project have been considered by the board and will be reviewed 
as the due diligence is undertaken. This project will be added into the risk register for the 
company. 

 
5.3 The key risks associated with this acquisition are identified below: 

- Contract negotiations are unsuccessful. Whilst key terms have been agreed, draft 
documentation has yet to be prepared and reviewed. Officers are seeking to protect the 
best interests of the company and shareholders at all times and external legal specialists 
will be appointed to act on the company’s behalf in these negotiations.    

- Difficulties in letting the properties. A professional marketing agent is in place to manage 
and market the dwellings early. As part of the contract negotiations officers will seek 
agreement from the developer to allow early advertising in advance of the build 
completion. Financial modelling does include prudent assumptions around void rates.  
Additionally, advice on appropriate rental income has been provided by the managing 
agent in order to safeguard the return expected. The financial evaluation assumes there 
will be a 2-month period post completion, prior to letting the homes. However, every 
effort will be made to let the properties sooner.  

- Quality is not as expected. Financial modelling includes an allowance for an Employer’s 
Agent to verify the work completed as each purchase instalment becomes due.  
Additionally, SHDC Building Control team will complete building inspections and will 
continue to monitor along with structural inspections by the warranty provider. Insurance 
documentation and certification will be in place prior to completion. 

- Developer fails to complete the build. The contract will include requirements for the 
developer to complete the build. Additionally, a credit check on the developer will be 
commissioned prior to entering into contract. The financial evaluation includes a 
contingency which could be utilised in the event that the developer fails to complete the 
build and a new contractor needs to be appointed. The contract will specify that Welland 
Homes will make payments in arrears and therefore will only ever pay for work already 
completed which protects the company’s investment. If the development period is longer 
than set out in the financial evaluation, the development loan interest payments will be 
greater and this additional cost will have to be met from the scheme contingency. 
 

5.4 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. Officers review 
Welland Homes’ activity with the shareholder’s interests in mind, as well as that of the 
company.  

 
6.0 IMPACT ON THE BUSINESS PLAN 

 
6.1 The detailed projected financial impact on the Council is set out in Appendix documents. 

 
6.2 It demonstrates that with the benefit of this scheme, there continues to be a beneficial 

financial return to the Council from Welland Homes activity. This is forecasted to be revenue 
return of over £0.422m per year by 2024-25 comprising equity dividends/donations, loan 
interest and staff recharges.   

 
6.3 The key changes to the Welland Homes Business Plan since it was last approved in March 

2021 are summarised below: 

• The proposed purchase of 7 additional units by April 2023 (which replaces the 
previous notional Scheme 5B). 

• The previous Business Plan assumed a Scheme 5B which would comprise six homes 
which would be in management by April 2023, and fifteen Scheme 6 homes which 
would be in management by 1st October 2022. However, this new Business Plan 
assumes the following:  

➢ Scheme 5B – 7 homes to be in management by July 2023 
➢ Scheme 5C – This scheme of 4 homes to be in management by September 

2023  
➢ Scheme 6 – a notional scheme which comprises four 2-bedroom homes and 

four 3-bedroom homes and two 4-bedroom homes to be in management by 
1st July 2024  

• Welland Homes’ overheads such as core costs and fees for audit, directors’ 
insurance and legal services have increased since the original Business Plan was 
prepared. The latest Business Plan includes the actual costs for 2021/22 and 
assumes an inflated level of overheads for future years.  
 

6.4 It should be noted that the capital costs for Scheme 5C and 6 reflect the current market costs 
and are considerably higher than those built into the original Business Plan which were based 
upon 2017 market prices. 
  

6.5 The scheme gross return on equity has been compared to the rest of the Welland Homes 
programme and a summary table is attached at confidential Appendix E. The comparison 
summary identifies that this scheme provides a lower 30 Year Return on Equity than earlier 
schemes in the Welland Homes Business Plan. This is attributed the higher interest rates 
being charged on this scheme due to the current Bank of England base interest rates. 
However, whilst the shareholder will receive a lower return on its equity investment, it will 
receive a greater return on its loan investment. The lower equity return is also as a result of 
the purchase price for these units being high compared to the earlier schemes. This is due to 
a number of factors:  

• The other acquisition schemes; Green Lane and Tennants Close were agreed in 2016 
and 2017 respectively, and Bentley Court and Tony Worth Close in 2020 and 2021 
Respectively. Since these were agreed housing 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 since the original purchases were completed. 

• The scheme is 7 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 Mouton Chapel where prices are at a premium.  

• The post Lockdown housing market saw unexpected growth and increased demand 
during 2020, meaning that developers are achieving near-to-asking price offers.   

• 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 
(financial return), and therefore it is not directly comparable with an acquisition 
opportunity so needs to be considered separately.  
  

6.6   However, although this Scheme 5C provides a lower 30 Year Return on Equity than the earlier 
schemes in the Welland Homes Business Plan it still provides a positive return and allows 
investment in a capital asset with scope for appreciation in value over time. 
  

6.7 The Core Business (Operating) costs for Welland Homes from 2022/23 onwards are 
forecasts.  They have been calculated based on the actual 2021/22 company costs, but are 
slightly inflated to take account of rising costs.  Accordingly, the Business Plan is predicated 
on forecasts only. It is possible that these forecasted Core Business (Operating) Costs could 
increase further. Gross Scheme Returns are based on forecasts of likely rental income. The 
expectations around bad debt and void loss have been reduced (in comparison to other 
schemes approved by Welland Homes) based on analysis of the performance of the 
company’s portfolio over the last 6 years. 

  
6.8 The total investment required to deliver 60 properties across six schemes is estimated as 

£11.5 Million as shown in Appendix C (assumptions used to inform the Business Plan). 
  

6.9 The current modelling assumes that the Council’s investment in Welland Homes will be 
funded through internal borrowing.  
  

6.10 In line with the delegated authority granted by Council on 25th March 2015 and re-affirmed 
within the recommendations within this report, the Deputy Chief Executive (Corporate 
Development) and S151 shall approve the final mix of reserves and borrowing in line with the 
Business Plan and Council Treasury Management Strategy. 
  

6.11 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. 
  

6.12 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.  

 

7. CONCLUSION 
 
7.1 Welland Homes has a Business Plan target to have 60 homes in ownership. The acquisition 

of these four houses will support the company to meet its target. The scheme will provide a 
return to the company and the shareholder. The company does not currently have any homes 
in Moulton Chapel and therefore the acquisition of these homes will diversify the company’s 



stock portfolio. The financial evaluation is based on a mixture of assumptions and quoted 
costs and therefore the actual returns could be different to that set out in this report. 

 
8. EXPECTED BENEFITS TO THE PARTNERSHIP 

8.1 The recommendations will support the aims and ambitions of the South and East Lincolnshire 
Council’s Partnership which include to deliver ambitions growth and regeneration plans.  The 
partnerships Annual Delivery Plan 2022/23 includes the delivery of council-owned new 
properties in South Holland. 
 

8.2  The acquisition of four homes and delivery of this scheme will provide a number of wider 
benefits including: 

• Supporting 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 

• Increasing housing supply to address demand;  

• Boosting the local economy;  

• Improving the quality of rented sector accommodation; and 

• Generating income for the Council. 
 
9. IMPLICATIONS 

9.1 SOUTH AND EAST LINCOLNSHIRE COUNCIL’S PARTNERSHIP 

9.1.1 None 

9.2 CORPORATE PRIORITIES 

9.2.1 The SHDC Corporate Plan 2019-23 sets out the Council’s vision for the district and its priorities 
for this period.   

9.2.2 This project will support the agreed vision and priorities of the Plan, including:  

• Providing good-quality housing that everyone in our community can call their home.   

• 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. 

• Ensure that our residents are enabled to live in high quality housing no matter the tenure. 

• Deliver new homes for our residents and provide a dividend to Council through our 
Welland Homes housing company. 

 
9.3 STAFFING 

9.3.1 None. A Service Level Agreement between Welland Homes and South Holland District 
Council established the arrangements and costs associated with officers providing services 
for Welland Homes Ltd. 

9.4 CONSTITUTIONAL AND LEGAL IMPLICATIONS 

9.4.1 In May 2022, the Welland Homes Housing Delivery Framework was adopted by Council. The 
framework relates to investment decisions for Welland Homes Ltd. All Welland Homes 
housing investment projects which require an amendment to the company’s Business Plan, 
and meet the criteria within the framework, can be approved by the Executive subject to a 
detailed business case. This proposal is considered to be within the criteria of the framework. 
 



9.4.2 As per previous acquisitions, legal support for the contract negotiations and purchase will be 
provided by an external firm. Extensive due diligence will be undertaken given the nature of 
the proposed contractual arrangements. 

 
9.5 DATA PROTECTION 

9.5.1 None 

9.6 FINANCIAL 

9.6.1 Detailed information regarding the capital costs of delivering these houses is provided in 
Appendices A-D. This information includes a financial evaluation of this project; a revised 
Welland Homes Business Plan; and an assessment of the financial impact of the revised 
Welland Homes Business Plan on the Council. 

 
9.6.2 The Deputy Chief Executive (Corporate Development) and S151 will be delegated authority 

to agree the final purchase price should it be different to the price set out in this report. A 
RICS valuation has been sought to indicate the value of the properties. The valuation 
corroborates the agreed purchase price. Assumed rental information has been provided by 
Welland Homes’ appointed managing agent who is experienced at letting properties in the 
area and assessing appropriate rent levels.   

 
9.6.3 The Bank of England base interest rate has increased in recent months. Accordingly, to ensure 

compliance with Subsidy Control, advice has been obtained by Deputy Chief Executive 
(Corporate Development) and S151, regarding the appropriate loan interest rate to charge 
to Welland Homes. It has been determined that the loan interest rate on this scheme will be 
higher than has been charged on all other approved Welland Homes schemes.  The company 
will therefore have greater interest payment costs which will reduce the amount of profit 
which the company is able to distribute each year. However, as the company always 
distributes its profit each year to benefit the shareholder, this will not have a significant 
impact on the company.  Similarly, whilst the shareholder will receive a lower return from its 
capital investment, it will receive a greater return on its loan investment, and the net impact 
on the shareholder will be nil.   

 
9.7 RISK MANAGEMENT 

9.7.1 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 by an internal project 
group which includes the Assistant Director - Finance. 
  

9.7.2  Acquisition and development activity has within it inherent risks. Officers strive to identify 
and manage risk at each stage of the project.  

 
9.7.3 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 project. 

 
9.7.4 Each development project has a risk register that is reviewed throughout the lifecycle of a 

project by the project team.  Specific risks around the delivery of this project are set out in 
section 5 above. 
 



9.8 STAKEHOLDER / CONSULTATION / TIMESCALES 

9.8.1 Ward members have been informed that Welland Homes is seeking to purchase these 
properties.  

9.8.2 Welland Homes has an ambition to purchase the homes in June 2023. The financial 
evaluation assumes that rental income for all 4 properties will be generated by September 
2023. 

9.9 REPUTATION 

9.9.1 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. 

9.9.2 In order to manage reputational risk in relation to the required governance, the project team 
will agree a set of ‘Heads of Terms’ which clearly articulates the caveats within the offer so 
all parties have clear expectations.   

9.10 CONTRACTS 

9.10.1 An external legal representative will be appointed to act on behalf of Welland Homes in any 
contract negotiations relating to the acquisition of the dwellings. The contract will contain a 
list of requirements and handover of the properties will not be accepted until these 
requirements have been met. Additionally, Welland Homes will appoint an Employer’s Agent 
to provide quality assurance at handover. 

9.10.2 South Holland District Council will fund this project via a mixture of loans and shares. A loan 
and equity agreement will act as a contract between the Council and Welland Homes in 
relation to the financial arrangement between the two parties.  

9.10.3 As per the recommendation, the Deputy Chief Executive (Corporate Development) and S151 
will be delegated authority to agree the contractual matters such as signing the 
contract/transfer document, approving the associated due diligence and valuation required 
to purchase the properties, and any incidental actions that may be required. 

 
9.11 CRIME AND DISORDER 

9.11.1 None 

9.12 EQUALITY AND DIVERSITY/ HUMAN RIGHTS/ SAFEGUARDING 

9.12.1 The delivery of 4 high quality market rental properties in Moulton Chapel will enhance 
equality within the district and support the Corporate Plan ambition to ensure that residents 
are enabled to live in high quality housing no matter the tenure. 

9.13 HEALTH AND WELL BEING 

9.13.1 This project will deliver housing solutions to meet local needs and aspirations. This will 
contribute towards improving health and wellbeing in the district by ensuring that residents 
have access to a range of housing options in the district and are enabled to live in high 
quality housing. 

9.14  CLIMATE CHANGE AND ENVIRONMENTAL IMPLICATIONS 

9.14.1 The homes will be delivered in accordance with the appropriate building regulations 
relating to sustainable construction. At handover, each property will have an energy 
performance certificate illustrating the energy efficiency of the property and the efficiency 
rating. 



9.15 LINKS TO 12 MISSIONS IN THE LEVELLING UP WHITE PAPER  

 

MISSIONS 

This paper contributes to the follow Missions outlined in the Government’s Levelling Up White 

paper. 

Housing By 2030, renters will have a secure path to ownership with the number of 

first-time buyers increasing in all areas; and the government’s ambition is 

for the number of non-decent rented homes to have fallen by 50%, with 

the biggest improvements in the lowest performing areas. 

 

6. ACRONYMS 

6.1 RICS – Royal Institute of Chartered Surveyors 

SHDC – South Holland District Council  

 

APPENDICES 

Appendices are listed below and attached to the back of the report: - 

APPENDIX A Financial Evaluation 

APPENDIX B Welland Homes updated Business Plan 

APPENDIX C Business Plan Key Assumptions 

APPENDIX D Financial Impact on Council 

APPENDIX E Comparison with approved Welland Homes returns on 

other acquisition and development projects 

 

BACKGROUND PAPERS 

No background papers as defined in Section 100D of the Local Government Act 1972 were used 

in the production of this report. 
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