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1. RECOMMENDATIONS

1.1 The Shareholder Committee is asked to agree to the formation of a single 
company structure.

1.2 The Shareholder Committee is asked to comment and agree on the contents of 
the Housing Business Plan with its focus on the development of new quality 
housing.

1.3 The Shareholder Committee is asked to recommend the incorporation of the 
necessary funding arrangements (as set out in the Business Plan) into the 
budgetary framework proposals for 2017/18.

1.4 The Shareholder Committee is asked to approve the appointment of the 
directors for the company.  

1.5 The Shareholder Committee is asked to approve the formal registering of the 
company. 

2. PURPOSE OF THE REPORT

2.1 The purpose of the report is to update the Shareholder Committee on the latest 
proposals with respect to the formation of the Local Authority controlled 
company (LACC), the proposed company structure and the focus of the 
housing business plan.

3. DETAILS OF REPORT 

3.1 The Council has agreed to establish a LACC in order to create opportunities to 
deliver the Council aims and ambitions outside of local government operating 
arrangements and to create an entity that will, over time, deliver financial 
benefits back to the Council.

3.2 The draft Business Plan sets out the  background  need for establishing the 
company and details the LACC’s   Mission statement , Vision , Values, 
Strategic Aims – effectively providing the cultural framework within which the 
Board will make operational decisions.  More specifically it has a clear 
operating focus on the provision of quality housing developments in the district 
bringing forward sites that are not necessarily of interest to the private sector.

3.3 It is useful to remind members of the Shareholder Committee that the strategic 
aims are to:

 Support the Council’s ambition of financial self-sufficiency as set out in its 
developing commercial blueprint

 Raise the standard in terms of high quality service provision
 Exploit gaps in the market and maximise opportunities for income 

generation and/or capital growth
 Maximise commercial opportunities where available in a wider market, i.e. 

work closely with other public bodies and private sector organisations
 Be known as providing flexible and trusted services that are defined by 

quality
 Aim to procure good and services locally where possible
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3.4 The original business case suggested that over time the organisational 
structure could be that of a parent and subsidiaries that are focussed on 
specific work activities.  Given that the initial focus on the company will be 
housing related it is not necessary to initially formulate two registered 
companies as the parent (holding) company would effectively only be 
passing everything through it to the trading (subsidiary) company.  This will 
create unnecessary processes and governance arrangements that are not 
required at this stage of the business development.  It is prudent at this 
early stage of the life cycle of the company to formulate and register only 
one company and consider future modifications and additions once the 
company has matured and our business plans for further expansion and 
diversification is underway.  The attached business plan has been modified 
to reflect the new company structure.

Housing & Property Services Company Business Plan

3.5 To date an overarching business plan has been provisionally agreed by the 
Shareholder Committee.  The work has since moved on to the development 
of the specific business plan for the trading activity of the company.  Should 
the Committee approve the formation of a single focussed company then a 
single business plan will be presented. 

The proposed initial business focus has been centred on acquiring housing 
in the district for letting purposes on an assumed level of 20 per annum (for 
financial modelling purposes). In reality this level of procurement could be 
very challenging from both a staffing resource and availability of properties 
perspective.  However the benefits of a strategy of this type are:

 Ability to enhance the quality offer of the rental market with specific 
interventions.  

 ‘Raising the bar’ of the street scene and neighbourhood
 Contributing towards reducing fuel poverty 
 investment in properties

Clearly an investment strategy of this scale will require significant financial 
contribution from the Council in the early years of the company both in 
terms of capital but also staffing resource.  From a modelling perspective an 
assumed level of 60:40 debt equity basis would be necessary in order to 
enable the company to undertake the procuring and managing of the 
residential properties.  This suggested split is to enable the company to be 
both financially viable but also enable the Council to receive a financial 
benefit (via the loan to the company) from the arrangement. Other funding 
splits have been used for similar purposes by other local authorities but the 
ratio of equity to loan can be reviewed but it needs to reflect the local 
market and the absolute need for the company to make a profit. 

An alternative proposal is to focus on a specific new build development 
project at Wherry’s Lane Bourne.  In terms of focus there is a clear rationale 
for focussing on initially with the development for the following reasons:

 It is a well defined and clearly modelled development 



Page 4 

 It will enable the governance and the operating model of the LACC and the 
Shareholder Committee to be embedded before the company embark on 
wider projects

 It will assist in developing  skills and working practices to operate with a 
commercial company environment

 The receipts generated from the project could provide a financial pipeline 
for other property projects going forward

 It will bring forward a development in a key town centre site for quality 
housing

 It will generate both Council Tax and New Homes Bonus receipts

Further details of the proposed development are provided in the draft 
business plan which is shown at Appendix 1.

Following the completion of the Wherry’s Lane development, the Committee 
will then be presented with options for further activity for the company will 
could be focussed on further housing development, the rental sector or a 
blend of both.

Depending upon the focus agreed for the company, the financial 
considerations will need to be included in the budget proposals that are 
currently being prepared for the financial framework for 2017/18.  The 
Committee are reminded that the Council will also be required to provide 
working capital to the Company in order for it (the company) to procure 
services from the Council whilst undertaking the development activities.

3.6  Directors

In order to formally register the company it is necessary to appoint directors 
to it.  It is necessary to ensure the appropriate level of skills and competency 
for the operational aspects of running the company although it is recognised 
that suitable training and support will be provided.  The recommended 
directorship is:

Chief Executive
Strategic Director – Growth
Strategic Director – Environment and Property
Business Manager – Legal
Corporate Finance Manager

3.7 Service Level Agreement (SLA)

There will be a requirement to provide a SLA that will sit between the Council 
and the company that will set out how the company will procure services from 
the Council and the financial arrangements that will underpin those services.  
The services required will be largely dependent upon the agreed focus of the 
company and therefore a proposed SLA will be presented to the Committee 
at their next meeting.
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4. OTHER OPTIONS CONSIDERED

4.1 A company requires a Business Plan to enable incorporation although it does 
not need to contain the level of detail included in the proposed draft.  However 
it is suggested that this detail is required in order to ensure the Committee are 
fully informed of the proposed company focus. 

5. RESOURCE IMPLICATIONS 

5.1 This Business Plan identifies the resources the Company will require from the 
Council in order to fulfil the stated outcomes.  Should the Shareholder 
Committee approve the business plan then the funding proposals will be 
incorporated in the budgetary framework proposals for 2017/18.

5.2 Following approval, the Business Plan will be designed to incorporate the 
agreed name for and published in a suitable format ready for incorporation of 
the company.

6. RISK AND MITIGATION 

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

Category Risk Action / Controls
Financial risk The financial arrangements between 

the company and the Council will be 
formally established upon agreement 
of the trading activity of the company

7. ISSUES ARISING FROM IMPACT ANALYSIS

7.1 There are no issues arising with the development of this specific plan 
particularly as the plan proposes the adoption of employment, health and 
safety, data protection etc policies currently developed and used by the Council 
which has already taken into account equalities issues. 

8. CRIME AND DISORDER IMPLICATIONS

8.1 None arising

9. COMMENTS OF FINANCIAL SERVICES

9.1 The financial implications of the funding arrangement between the Council and 
the company will be considered upon approval of the business plan that sets 
out the trading activity and the associated funding model.  

10. COMMENTS OF LEGAL AND DEMOCRATIC SERVICES
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10.1 By virtue of the Local Authority trading powers contained in Local Government 
Act 2003 and section 4 (2) of the Localism Act 2011, Councils can only do 
things for a commercial purpose through a company (i.e. a LACC). In order to 
do this, the Councils must approve a business case. If it is the Council’s 
intention therefore, to act commercially a LACC must be established. 

10.2 Before undertaking any further work in relation to any development scheme a 
full report on title will be required. 

10.3 The power to transfer general fund land to a LACC from a local authority is 
governed by s.123 of the Local Government Act 1972. Consent of the Secretary 
of State is not required where best consideration is received for the transfer.  A 
general disposal consent from the Secretary of State permits disposals at less 
than best consideration up to a £2m ceiling in value difference provided the 
disposal complies with the terms of the disposal consent will achieve a 
wellbeing purpose.

11. COMMENTS OF OTHER RELEVANT SERVICES

11.1 N/a

12.     APPENDICES:

12.1  Appendix 1 – Draft business plan 


