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SUMMARY
The second phase of the Council’s current affordable housing programme will be 
completed in December 2017 delivering 27 homes adding to the 33 delivered under 
the previous phase one schemes. Continuation of the programme was planned 
following the successful bid last year for Homes and Communities Agency (HCA) 
equity funding for the development of new starter homes. However advice from the 
HCA since the award of the bid has confirmed that the programme is unlikely to 
proceed.
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In preparation for this programme work continued over the last 12 months to determine 
capacity to develop new market sale and affordable homes utilising District Council 
owned land in line with government policy.

This report provides details of a potential programme for the delivery of 105 new 
homes over 10 sites in Council ownership which, if supported, would enable the 
continuation of the housing programme and secure the delivery of new homes in the 
district.      

The programme includes 56 affordable homes which are intended to be brought into 
the Council’s own housing stock and introduces the concept of using intermediate rent 
levels for this new programme rather than social rent levels to increase the return on 
investment and the Council’s borrowing capacity for future schemes.

It considers the advantages and disadvantages of alternative approaches to securing 
the design and construction of the homes and highlights the benefit of taking a more 
agile approach to funding this type of development in contrast to the allocation of an 
annual budget.

The Growth Overview and Scrutiny Committee considered and supported the 
recommendations included in the report at its meeting on 13th December 2017 and for 
submission for Cabinet approval.

RECOMMENDATION
It is recommended that:

1. The 10 potential development sites detailed in the report be approved for further 
evaluation and included in the Phase 3 - Housing Development Programme.

2. The potential benefits of delivering all of the development programme in 
partnership with Gravitas Ltd (a company wholly owned by South Kesteven 
District Council) be considered as part of the procurement options.

3. Cabinet approves the adoption of a more agile approach to funding the 
development of housing (including essential site acquisition) by the creation of a 
development reserve with the ability to fund changes to the programme over 
time as part of the budget development process for 2018/19.

1. BACKGROUND TO REPORT

1.1 Phase 2 of the Council’s housing programme will be completed in December 2017 
delivering 27 new homes in Grantham (22) and Barrowby (5).

1.2 A pipeline of potential new schemes utilising Council owned land was compiled for 
HCA equity funding under the Starter Homes (Unlocking Land Fund) last year. 
Feasibility work was carried out on each of the sites in preparation for the 
programme proceeding. Recent advice received from the HCA however confirmed 
that the programme is unlikely to go ahead and that other potential funding 
streams should be discussed with the HCA. These are scheduled to be held in 
December 2017.  

 



1.3 From the schemes included in the HCA bid a short list of 10 sites have emerged 
as being more deliverable in the short term on the basis of some or all of the 
following:

 The existing use is now obsolete or underutilised.

 The sites are allocated for housing in the draft local plan.

 Existing uses adjoin additional Council owned land offering greater 
development potential.

 They are located near existing housing sites so have minimal impact on 
surrounding uses.

 There is potential for an opportunity to develop alternative tenures to social 
rent.

 Details of the current site uses and proposed tenures are given in the table 
below. Tenures are covered in more detail later in the report under items 3 
and 4.

Details of Sites and Proposed Tenures

No. Scheme Address Location Description Proposed 
Tenure

   
1 Campbell Close Grantham Existing open space partly utilised by 

formal play area 
Intermediate 
rent & Sale

2 Burnside Ave Mkt Deeping Site of existing garages with additional 
SKDC land adjacent

Sale

3 Wellington Way Mkt Deeping Open space allocated in local plan for 
housing use

Intermediate 
Rent

4 Trent Road Grantham Second phase of re-development of 
existing public house site and adjoining 
Council owned land.

Intermediate 
Rent

5 Kesteven Road Stamford Existing garage site with additional 
SKDC land adjacent

Sale

6 Lonsdale Road 
(GF)

Stamford Under utilised play area adjacent to 
Empingham Rd playing fields

Sale

7 Toller Court Horbling Open space adjacent to existing 
Council bungalows

Intermediate 
Rent

8 Bonneys Paddock 
(GF)

Stamford Existing brownfield site off West St 
formerly leased to third party. 

Sale

9 Trinity Road Stamford 2 ex-garage sites (garages 
demolished) previously approved for 
planning for 5 homes.

Intermediate 
Rent

10 Shaw Road Grantham Existing vacant land adjacent to 
Swingbridge Road and 
Council/Housing Association owned 
flats and houses.

Intermediate 
Rent

   

1.4 These sites offer the opportunity to maintain momentum in the delivery of new 
homes and take forward the next phase of the housing programme. This will also 
demonstrate the Council’s commitment to releasing land in its estate to deliver 
new homes across the district in places people want to live.



1.5 Delivery of increased volumes of new homes at a more strategic level in the mid-
to-long term will need the involvement of a range of development partners and the 
acquisition of more land. The benefits of this and the delivery of wider economic 
and community outputs using Council land and assets as a lever for change is 
currently under consideration.

2. POTENTIAL SITES

2.1 The 10 sites considered for delivery in the short-to-medium term has an estimated 
capacity to deliver approximately 105 new homes. 

2.2 Eight of the 10 sites are currently in the Housing Revenue Account (HRA) property 
portfolio. Two of the sites in Stamford are held in the General Fund. 

2.3 Pre-planning advice has been sought on the sites and further detailed discussions 
are planned to identify any constraints on development from a planning 
perspective before progressing schemes further.

3. TENURE OPTIONS

Market Sale Homes
3.1 The Council’s housing programme to date has provided social rented homes 

developed under the HRA funded programme. There is however an opportunity to 
develop a range of tenures including market sale housing products, where 
appropriate, on some of the sites to generate a commercial return alongside 
affordable homes.

3.2 Some Council owned sites in Stamford, Grantham and Deeping are located in 
areas of predominantly privately owned homes and risk on developing sale homes 
would be relatively low. Market sale homes, particularly in Stamford are likely to 
generate a significant return because of the high development cost to value ratio.  

3.3 Other sites in the proposed programme are identified as being more suited to 
affordable rented homes. 

S106 Affordable Homes
3.4 The development of market sales homes will in themselves generate a related 

s106 policy requirement of up to 35% of affordable homes under the Council’s 
planning policy H3 of the adopted Core Strategy on sites of 5 or more dwellings. 
The 10 sites would therefore potentially generate an s106 requirement of 34 
affordable units.

 
3.5 To maximise income from sales, whilst addressing the need for affordable 

housing, it is proposed that the delivery of s106 affordable units be provided off-
site on other sites within the Council’s ownership. With the allocation of tenures to 
the most suitable sites, the number of affordable units provided would be 56 which 
would be 22 more than required under a Section 106 obligation enabling 49 
market sale homes to be developed.

4. AFFORDABLE/INTERMEDIATE RENT HOMES



4.1 Affordable and intermediate rents are in use by Registered Providers and have 
been used as a means to increase revenue and borrowing capacity. It would also 
reduce reliance on HCA grant towards the development of new homes. Affordable 
and Intermediate rents are charged at 80% of market rents (within Local Housing 
Allowance rent caps to ensure affordability).

4.2 An increase in Council revenue income can be achieved if intermediate rents were 
charged on rented homes rather than social rents. Whilst rents vary across the 
district, charging intermediate rents could potentially generate income on average 
c30-35% higher than social rents on the new homes developed. This ultimately 
helps to strengthen the long term viability of the Housing Revenue Account. It is 
proposed that the potential introduction of intermediate/affordable rents is 
considered as part of the review of the Council’s Housing Revenue Account 
Business Plan which forms part of the work programme for Communities and 
Wellbeing OSC.

5.0 PROGRAMME OUTCOMES 

5.1 In progressing this housing programme the following benefits and outcomes will 
be achieved:

 To address demand for new homes for sale. 

 Increased revenue income for the HRA and General Fund.

 New homes bonus.

 Increase council tax income. 

 Generate a commercial return from sales for the Council through Gravitas.

6. HOUSING NEED

6.1 The majority of the sites proposed for development are located in the districts 
main urban centres where there is buoyant demand for affordable homes 
evidenced by the Council’s own housing waiting list. The one rural site, in 
Horbling, adjoins the key village of Billingborough. Needs data shows that there is 
sufficient demand on this location to support the development of the 4 units 
proposed. 

6.2 Further market intelligence data will need to be obtained for any proposed sale 
units to provide a robust case for their development and ensure property types 
match demand to mitigate any risks on sales.

7. FINANCIAL

7.1 It is estimated that the cost to deliver the ten schemes is in the region of £12.60m. 
This based on an overall cost per unit of £120k excluding land value. Scheme 
costs will depend on their complexity and more detailed estimates of cost will be 
prepared once the schemes are developed further as part of the design and cost 
management process.



7.2 Options for the procurement of the schemes are to be considered and 
opportunities to reduce unit costs from those assumed will be explored as part of 
this process. 

7.3 The costs also assume that no grant subsidy will be received. In response to the 
HCA’s news on the Starter Homes programme the discussions with the HCA will 
determine the suitability of other funding programmes for new housing 
development. Should HCA grant be available the overall budget requirement 
should reduce.

8. DELIVERY

8.1 The overall package of schemes i.e. 10 sites and 105 homes, can be delivered in 
a number of ways. The aggregate value of the projects exceeds the upper 
threshold of c£4.10m for works contracts under the Public Contract Regulations. 
As a contracting authority under the Public Contracts Regulations 2015, the 
projects would need to be procured in accordance with these regulations and with 
the Council’s own Contract Procurement Procedure Regulations (CPPR). Gravitas 
is not classed as a contracting authority and as such has more flexibility in 
choosing its approach to engaging contractors.

8.2 The advantages and disadvantages of these are detailed in the table below:

Procurement Options
Option Advantages Disadvantages

Tender as one package of 
schemes to one contractor; 
potentially through 
Gravitas.

Greater interest due to 
scale and continuity of 
work.
Pricing more competitive’
Better value for money 
potentially achievable.
Contractors knowledge of 
SKDC requirements 
develops as programme is 
delivered 

Poor performance could result in 
need to re-procure.
Small/Medium size contractors 
may be excluded due to capacity 
to deliver.
 

Separate contracts 
tendered individually

Small/medium sized 
contractors more able to 
respond to the opportunity.
Poor performance can be 
dealt with on a scheme by 
scheme basis.
Pricing may be more 
competitive as a result of 
smaller firms tendering and 
reduced overheads.

Increase resource needed for 
repetitive tendering exercises.
Project management input 
increased due to management of 
different contractors. 
Contract administration often 
problematic with smaller 
contractors.

Separate contracts 
procured through HRA 
(affordable) and Gravitas 
(sale)

Funding streams defined 
and budgets managed 
separately.
Clear definition between 
affordable and sales project 
delivery.

Size of programmes reduced so 
packages may be less attractive 
to contractors.
 



8.3 The Council’s commercial company Gravitas Ltd has been established to 
undertake commercial housing projects which generate a return on investment 
and bring forward housing development that would not necessarily be delivered by 
the private sector. The option to deliver this programme of schemes through 

  
Gravitas Ltd has a number of benefits:

 The commercial housing element of the programme would provide Gravitas 
with continuity on its housing programme (as follow on projects to Wherry’s 
Lane in Bourne).

 A commercial return would be generated from the sales homes.

 The reliance on delivering all of the housing with HRA funding would reduce 
with the option to fund schemes through equity funding, capital borrowing 
and re-cycled proceeds from sales.

 Affordable homes would be provided in excess of the s106 requirement as 
demonstrated at item 3.5.

9.0 PROGRAMME FOR DELIVERY

9.1 Given the periods required for the site investigation work, design, consultation and 
submission for planning consent it is anticipated that the first of the schemes could 
commence in the latter part of the 2018/2019 financial year with the remainder 
starting over a 3 year period. 

9.2 A period for market research will also need to be factored into the programme 
before committing to the housing mix on the sales homes.

9.3 Opportunities to acquire additional development sites are under continuous review 
and where appropriate should be considered for acquisition to support further 
housing development. It is highly likely that such opportunities will occur at various 
points during the financial year and having an annual funding programme 
constrains the Council’s ability to bring forward new, larger scale development 
opportunities or fund significant acquisitions. A more agile approach could be 
developed providing financial resources via a reserve to fund changes in 
development priorities and take advantage of opportunities in the market.  

 
10. OTHER OPTIONS CONSIDERED

1. Sale of the land to a 
developer.

The sale of these sites for development 
outside of the Council’s control would not 
provide any degree of certainty around the 
speed at which they are brought forward.

2. Disposal  of land to 
Registered Provider  
(RP)

RP’s may be interested in acquiring some of 
the sites. However, this would not mitigate 
losses arising from Right to Buy sales and 
would not provide any certainty as to the 
timescale for development at these locations.



Nomination rights would need to be secured 
with the RP to enable people in priority need to 
benefit from these developments.

11. RESOURCE IMPLICATIONS 

11.1 A bid for HRA funding will be submitted for Council approval over the next 5 years 
giving the option to deliver new homes under the HRA as in previous years. The 
option to fund the schemes through Gravitas Ltd could reduce the dependency on 
the HRA funding requirement depending on the approach selected. This option 
would require appropriate financial arrangements for the company if work is to 
commence before the initial project in Bourne is completed and sales receipts are 
available. Use of the company will be considered in detail by the Shareholder 
Committee.

11.2 The delivery of this programme can be resourced from existing staff resources 
within the Council, supported by externally commissioned services on key 
activities, site investigation, designs, cost management, health & safety and 
marketing. 

11.3 The addition of the new homes to the managed rented stock will not adversely 
affect service levels delivered by the housing management teams given that the 
new homes will be offsetting stock levels in response to losses through Right to 
Buy.   

12. RISK AND MITIGATION 

12.1 Risk has been considered as part of this report and any specific high risks are 
included in the table below:

Category Risk Action / Controls
Lack of housing 
need/demand

Housing need will be determined from the 
Council’s waiting list data to support the mix 
provided.
Market research will be carried out on those 
areas where sales homes are proposed to 
mitigate risk on sales.

Cost Risks Costs are currently based on unit cost 
assumptions. More accurate cost estimates will 
be prepared as scheme designs progress to 
ensure alignment with programme budgets. 

Delivery Risks Contractors’ ability to deliver the programme will 
be assessed as part of the tender process.
Site risks potentially affecting delivery will be 
managed as part of the individual scheme risk 
management process.

13. ISSUES ARISING FROM IMPACT ANALYSIS (EQUALITY, SAFEGUARDING 
etc.)



13.1 There is no requirement for impact analysis at this stage of this project.

14. CRIME AND DISORDER IMPLICATIONS

14.1 None.

15. COMMENTS OF FINANCIAL SERVICES

15.1 Financial considerations and implications are referenced throughout the report.  
The specific financial implications will be dependent on the recommended funding 
and delivery model.  If the new build properties are to be built and retained by the 
HRA, then the funding will be met from HRA resources.  If the Council choose to 
utilise its housing company then General Fund financing will be considered. 

16. COMMENTS OF LEGAL AND DEMOCRATIC SERVICES

16.1 Further evaluation of each site will be needed to ensure that the sites can be 
developed and there are no fetters on the titles to the land which could prevent 
development and potential sales. 

16.2 Any proposed transfer to a wholly owned company, other body or end user could 
be achieved in accordance with s.123 of the Local Government Act 1972 at a price 
which is the best that can reasonably be obtained.  Any site which is currently 
used as an open space must be advertised with notice of a proposed transfer in a 
newspaper circulating in the area of the land to be transferred for 2 consecutive 
weeks in accordance with s.123(2A) and any objections raised must be 
considered before the transfer takes place. 

16.3 The ability to provide mixed tenure must be appropriately researched and relevant 
advice on the provision of each type of tenure must be sought. 

17. COMMENTS OF OTHER RELEVANT SERVICES 

17.1    None

18. APPENDICES

18.1 None 

19. BACKGROUND PAPERS

19.1 None


