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Housing Delivery in South Kesteven
The following report is presented to the Companies Committee to provide an overview of the options 
available to promote housing delivery within the district.  The report seeks approval to pursue a 
selection process for a strategic partner to support the delivery of new homes and seeks the views of 
Companies Committee on the selection process.
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It is recommended that the Companies Committee 

1. Endorses the Council’s strategic ambitions for housing growth and delivery in the District;
2. Notes the proposed HRA housing development programme for the next 5 years;
3. Recommends to Cabinet that the selection process for a strategic partner is pursued to the 

next stage of seeking bids, to properly form a view as to whether an investment partnership is 
viable and could deliver additional homes, including affordable housing in the District;

4. Provides comments to the Deputy Leader on the Draft Partner selection process;
5. Receives feedback on stage 1 of the partner selection process in April 2020. 
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SKDC’s strategic ambition   

The Council has a strategic aim to grow the local economy and deliver sustainable 
communities. In order to achieve this ambition, the District will need to see a greater number 
of new, affordable homes being built.

In some parts of the District, the housing market is delivering the rate of growth needed, but 
in others the rate of home building and the types of homes being built are insufficient to 
support the planned growth.

South Kesteven has challenging Local Plan housing delivery targets, with the need to build a 
further 13,500 homes by 2036. Some key metrics that illustrate the housing challenge for the 
District are:

 81% of Local Plan house building targets were met cumulatively between 2011/12 and 
2018/19; of those 18% were affordable.

 31% of homes built in South Kesteven since 2011/12 were in Grantham (Local Plan target 
is 50%)

 Working age population is forecast to fall from 49.2% in 2016/17 to 43.1% by 2029/30
 Mean house price to earnings ratio have increased from 5.7 in 2013 to 7.9 in 2018 

SKDC in collaboration with other strategic stakeholders are pursuing numerous initiatives that 
support the overall ambition:

 Housing Infrastructure Funding developing the Grantham Southern Relief Road, 
improving transport infrastructure and opening new sites up for development

 Future High Street Funding Bid – supporting the physical regeneration of Grantham town 
centre

 Proposals for significant new housing developments – Spitalgate Heath, Prince William of 
Gloucester Barracks and Stamford North

 An HRA business plan looking to invest £60m in new Council houses over the next 5 
years

 Changing the planning requirement for affordable housing to reflect the differing market 
situations across the district



The Housing Challenge

Due to the historic underperformance in Housing Delivery, South Kesteven was required to 
develop a Housing Delivery Test Action plan, which provides a diagnostic of housing delivery 
in the district, and a range of proposed actions that the Council and other stakeholders 
should undertake to improve that delivery.  The Housing Delivery Test Action Plan concludes 
“in the absence of economic stimulus, which the emerging Local Plan is predicated on, it 
seems inevitable the Council will continually fail to deliver its housing targets”.  

There is also the very real challenge of delivering affordable homes in the district, which has 
seen the average house prices to earnings ratio rise to 7.9, one of the highest in the region.  
Affordability issues are particularly acute in the south of the District. 

There are some specific challenges within the District:
 The Council has very little General Fund land on which to deliver its own market housing 
 There are a limited number of landowners in the district that own a relatively large 

proportion of land suitable for housing development – thus, restricting supply
 The viability of Grantham for housing projects is very limiting in the private sector and at 

present the sales absorption rate per annum is very small with weak demand  

The Council has been exploring ways in which it can motivate the housing market to grow the 
number and types of new homes in the District, in order to retain local skills and boost local 
communities.  This has included informal discussion with a range of housing sector experts 
including house builders, registered providers (formerly known as Registered Social 
Landlords), housing development companies and Homes England.  This has identified a 
desire across many organisations to work in collaboration with the Council in a more formal 
manner and options have been further explored and refined with external legal and financial 
advice.

Purpose of the report

In the context of the Council’s strategic aim to deliver new homes, this report invites the 
Companies Committee to consider how the strategic ambition for housing growth might be 
delivered and asks the Committee to make recommendations to Cabinet to explore private 
sector support to make a positive impact in housing growth. One of the options is to consider 
an investment partnership, and for this reason Companies Committee’s views are being 
sought at this early stage.

Available Options   

A number of options are available to SKDC, which are set out below.

1. Do nothing

The Council could choose not to proactively intervene, but to leave the housing market to 
develop at its own pace. The evidence to date and the Housing Delivery Test 
demonstrate that this approach is unlikely to successfully deliver against the 
Government’s housing targets or the type of sustainable communities that the Council’s 
vision articulates.

2. Build or facilitate the delivery of social housing



SKDC has developed a proposal to invest circa £60m over the next 5 years in an 
ambitious programme to deliver 500 new Council Houses. New build homes developed 
through this route contribute significantly to the social rented sector and will enable SKDC 
to maintain and grow its stock and will more than offset right to buy sales during this 
period. 

3. Enter into site specific development agreements

The Council can procure site by site housing developments, whereby the Council would 
assemble land and enter into a development agreement to build houses. 

The Council would need to fund such developments entirely at its own financial risk and 
procure the development partner and entire supply chain. Alternatively, it could find a 
partner to share this risk and enter into a partnership agreement. 

An alternative delivery option would be through the wholly owned company Gravitas 
Housing Ltd, which could also enter in to partnership arrangements.  Gravitas Housing 
Ltd has, to date, not delivered large scale projects, however it could become an 
appropriate vehicle for larger scale housing delivery.  If there was a desire to expand its 
role then investment would be required. 

4. Strategic partnership in a joint venture

Many councils have created highly successful partnerships with a single partner, who
would invest time, money and expertise, particularly where traditional approaches have 
failed to deliver the interventions needed. The premise for such a partnership would be to 
work in collaboration, with the Council and the partner sharing financial risk and reward 
and leveraging in grants and other funding. A joint venture investment partnership would 
be exempt from procurement rules and would have the flexibility to work with land owners 
and others to develop more creative solutions than traditional methods would bring. This 
is particularly important in the context of South Kesteven, where the greatest challenges 
to house building are the limited supply of land and the demand for homes in certain 
areas in the District such as Grantham.  

This option allows each partner to play to their strengths, shares risk with housing delivery 
experts and provides flexibility for adapting the approach on a site-by-site basis. 

In the absence of significant landholdings, SKDC can use its borrowing capabilities, 
subject to robust financial business cases for individual schemes and affordability tests, 
while the partner(s) in specific projects would contribute both financially and/or by 
contributing land. Feedback from the market to date has demonstrated that given SKDC’s 
situation (i.e. limited direct landholdings) an investment partnership with an organisation 
with similar long term objectives, which is able to flex to meet a number of different market 
situations is likely to be more effective than a directly procured solution. 

Homes England have shown a keen interest in working with South Kesteven to develop 
this model.

Developing a strategic partnership has several key advantages:
 SKDC utilises skills and expertise of the partner(s) where it has limited experience, 

such as land assembly and managing large scale housing developments
 Shared risk, reward and investment levels, maximising the impact of any SKDC 

investment 



 Flexibility to adapt for different sites and economic conditions 
A strategic investment partnership could also fit with many of the principles of the 
Housing Delivery Test Action Plan, addressing two particular aims:
o Accelerating delivery with higher levels of affordable housing
o Working more closely with landowners and developers to shape and steer the 

market

Should Companies Committee and Cabinet approve the recommendations then the next 
stage will be to begin the process of selecting a strategic partner.  A key part of the selection 
process would be for the partner to set out how it could meet the district’s challenges (in ‘The 
Housing Challenge’ section above) and produce a viable solution.  This would give further 
evidence that the wider housing market feels that the existing challenges can be overcome, 
prior to committing to form a partnership.

It is proposed that Companies Committee receive feedback from stage 1 of the selection 
process in April 2020.

Appraisal of options

Of the options above, it is recommended that the Council continues to deliver its housing 
growth ambitions through the HRA development programme and continues existing 
developments with Gravitas Housing Ltd.

Soft market testing undertaken to date suggests that a joint venture partnership with the 
private sector would enhance the Council’s current delivery of homes, but this needs testing 
further with potential housing sector partners. This would be done through a partner selection 
process, whereby potential partners are invited to put forward South Kesteven based 
proposals for how such a partnership would add value and bring about accelerated 
development of mixed-tenure homes, including an emphasis on affordable homes.  A 
partnership could be formed as a new vehicle or linked to Gravitas Housing Ltd.

Therefore, it is also recommended that the Council continues with a selection process for a 
strategic partner.  The selection process has already been worked up in draft and is attached 
in Appendix 1.  It is proposed that the process would be run by officers with Cabinet Member 
oversight.  There is an existing budgetary commitment for 2020/21 for the continuation of this 
process and there is no additional budgetary commitment required.  

Following the completion of the partner selection process, it is anticipated that Companies 
Committee will be presented with a further report for scrutiny and approval.  If the decision is 
taken to proceed with an investment partnership, then a business plan developed alongside 
the preferred partner will be produced prior to formally signing up to any partnership.

Financial implications

The financial implications at this stage of the proposal cannot be calculated as this will be 
dependant upon the scale of the ambition and the relative investment levels of each 
partner should a collaborative joint venture approach be approved.  As the funding will be 
General Fund specific, funding levels and the associated borrowing costs will need to be 
assessed from an affordability perspective and having regard for other investment 
ambitions that will require funding.  

Richard Wyles, Director of Finance



Legal implications

The Council has the vires, or legal powers, to intervene in the housing market in the ways 
set out in this paper. This is through the Localism Act 2010 and through other statutory 
powers to trade, borrow, invest, and to acquire and dispose of land. The council also has 
powers under housing legislation to acquire land for housing purposes. In a recent case, 
R(Peters) v London Borough of Haringey [2018] EWHC 192 (Admin), the High Court gave 
guidance that a Council can enter into investment partnerships where the dominant 
purpose is to stimulate development and growth in the district.

The Council has a number of options as to how it might establish such a strategic 
partnership, which could be through existing company or LLP structures, or by 
establishing a new entity. If this proposal moves forward, detailed advice will be provided 
to enable members to decide on the most appropriate corporate structure to deliver such 
a partnership.

Shahin Ismail, Director of Law

Equality and safeguarding implications

Equality Analysis has been carried out and is contained in Appendix 2.  In summary the 
overall assessment is that market intervention has the potential to be positive.

Risks and mitigation

There are limited risks associated with undertaking the next phase of the partner selection 
process as Companies Committee and Cabinet will have further opportunities to 
scrutinise any proposed approach before formalising any new approach.

However it is important that SKDC communicates effectively with potential partners 
throughout the process to mitigate any reputational risk.

Recommendations to Companies Committee

It is recommended that companies committee:

1. Endorses the Council’s strategic ambitions for housing growth and delivery in the District;
2. Notes the proposed HRA housing development programme for the next 5 years;
3. Recommends to Cabinet that the selection process for a strategic partner is pursued to 

the next stage of seeking bids, to properly form a view as to whether an investment 
partnership is viable and could deliver additional homes, including affordable housing in 
the District;

4. Provides comments to the Deputy Leader on the Draft Partner selection process;
5. Receives feedback on stage 1 of the partner selection process in April 2020. 

Appendices

1. Draft Partner Selection Questionnaire;
2. Equality Analysis.

Other Documents Referred to in this Report

1. South Kesteven Housing Delivery Test Action Plan - 
http://www.southkesteven.gov.uk/CHttpHandler.ashx?id=25157&p=0 

http://www.southkesteven.gov.uk/CHttpHandler.ashx?id=25157&p=0

