
 

 

   

  
  

 

   

  

 

 

 

TORRIDGE DISTRICT 
COUNCIL  

 
 Report to Council Outlining Options for the 

direct delivery of new affordable Homes  

 

 22 September 2021 

Jon.Walter
Typewritten text
Appendix 1



  

 

 
2 of 28 

 

1  I N T R O D U C T I O N ,  B R I E F  A N D  A P P R O A C H  

 ARK has been appointed by the Council to review options to support the 
Council’s ambition to help tackle the shortage of affordable homes that meet 
local housing need in Torridge and review options for direct delivery of new 
homes either on a standalone basis or in partnership with others. 

 The report investigates the opportunities and delivery mechanisms for the 
Council to develop new homes and the approaches that might be adopted to 
support the objective of tackling the shortage of affordable homes and the 
Council’s published strategic ambition to ‘increase the availability of quality 
homes that meet local needs”. 

 This paper does not address the standards, specifications or the costs and 
viability of building homes merely the options available to the Council to develop 
new housing stock but focusses on the question “what role should the Council 
play in delivering homes to meet local need”  

 There are real issues at play in the market and the legacy of the pandemic could 
exacerbate these pressures, Devon is an attractive county, and increased home 
or flexible working arrangements will make it easier for people to work from 
home so those with a higher income and more flexibility in how they work could 
chose to inward migrate putting more pressure on an already pressurised local 
housing market.  

 In 2007 the Council transferred its housing stock and does not currently own 
significant numbers of homes or operate a Housing Revenue Account (HRA). 
There are a number of Councils that are looking at reopening their HRA given 
the opportunities for borrowing to build and the opportunity for spreading the 
wider costs of the Council beyond the General Fund. That is not the only option, 
Councils now set up at Commercial trading structures to deliver new homes, 
Joint venture companies and regeneration partnerships. 

 Although the Council has transferred its stock, it still retains 3 hostels providing 
16 units of accommodations (1 Torrington; 2 Bideford) and also leases 5 
properties through the Private Sector Leasing scheme (PSL). The Council also 
owns a 3-bed house in Appledore. This accommodation is not sufficient to meet 
current need and the Council relies on nightly purchased accommodation, such 
as Travelodge rooms and 4 x rooms in a supported housing project.  

 UNDERSTANDING THE COUNCIL’S DRIVERS  

This report is based upon detailed discussion with the Senior Management Team 
an options/inception workshop on 7th June 2021 and then separately with 
Councillors over two sessions on 9th July 2021. The core aims that developed 
from these discussions were,  

1.7.1 LACK OF BREADTH OF HOUSING PROVISION – Existing housing providers in 
the Torridge although delivering new homes are not always sufficiently focussed 
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on the needs of Torridge specifically and are failing to provide the mix of homes 
especially for supporting the retention of younger people and families in the 
district. 

1.7.2 SCALE AND AT PACE – There is some frustration that commercial developers 
are not being more proactive in bringing new affordable homes forward and 
wherever possible are using viability arguments for not delivering a policy 
compliant position. 

1.7.3 RENT & SPACE STANDARDS – the Council is concerned to ensure that homes 
are built to quality standards and that rents are genuinely affordable across all 
social /affordable housing tenures. 

1.7.4 ZERO CARBON – The Council, having declared a climate emergency, wants to 
seize the opportunity to look at how it can influence the development of houses 
to a far higher environmental standard than is currently being achieved. (See 
section 4.9 below for further detail) 

 What was clear from all 3 workshops is that the Council’s initial focus is on the 
development of social rented or affordable rented homes for the benefit of local 
residents. However, there is a recognition that market homes have a place in the 
mix to support affordable housing developments by: 

• Provide cross subsidy 
• Pump priming key sites  
• Offering, particularly for first time buyers and younger Torridge residents, 

different opportunities. 
 
1.8 A total of 2941 homes are owned and managed by Registered Providers (RPs - 

often also known as Housing Associations) in the district with a further 163 over 
the next four years being developed by Westward Housing. The following RPs 
are active in Torridge and their stock holding is broken down in the table below. 

 

 

Housing Provider Properties 

in Torridge 

Total 

Housing 

Stock 

Areas of Operation 

Aster 49 31,000 South England & South West 

Hastoe 87 7,500 South of England 

Livewest 671 38,000 South West (S Glouc to Cornwall) 

Magma 55 9,000 Based in Somerset & Dorset 

Sanctuary 142 69,000 Across England 

SW Housing Society 8 667 Somerset, Devon, South Glouc, Dorset 

Sovereign 1 60,000 Berkshire, Hampshire, Oxfordshire, 

Wiltshire, Devon, Dorset, IOW 

Westward Housing 1,925 7,500 Devon & Cornwall 

North Devon Homes 3 3,300 North Devon 
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2  T H E  C O U N C I L ’ S  K E Y  P R I O R I T I E S  

 Following the options workshops, we have distilled the Council’s drivers into key 
priorities as follows: 

• To provide high quality, genuinely affordable housing (to be defined as rents 
of 80% market rents or less) across the district that contributes to both the 
social value and, by retaining younger residents, the economic development 
ambitions of the Council 
 

• That delivery is more important than ownership. The Council will work with 
others and use its influence and where appropriate, resources, to support 
the delivery of new homes regardless of whether it might end up owning or 
managing them. 
 

• To provide a range of social/affordable housing to suit all generations but 
principally aimed at younger people and families on the Council’s waiting 
list. 

 

• To have a greater input into the delivery of homes that are required in the 
district and not be fully dependent upon developers and Registered 
Providers in this regard. However, the Council will continue to work with and 
encourage other housing providers across the tenures to invest in Torridge. 

 

• To look for strategic partners that already have a track record in the delivery 
of new homes and look for opportunities to deliver homes in partnership 
with other Councils or Registered providers. 

 

• To be able to make choices when developing, regarding rent levels, service 
charge levels, energy efficiency, zero carbon, management and maintenance 
standards. 
 

• To be able to utilise and benefit from external sources of funding including 
that provided by Homes England and/or other funding bodies. 

 
 

2.2 The workshops also discussed the potential intervention in the private rented 
market. This was not considered a priority at present and therefore options in 
this report have excluded that currently. 
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3  D E F I N I T I O N S  O F  T Y P E S  O F  H O M E S  D I S C U S S E D  I N  T H E  

O P T I O N S  W O R K S H O P S  

 In summary, the following were discussed for potential delivery, 

• Social rented – Typically rents would be equivalent to say 60-65% market 
rent 

• Affordable rented housing generally is rented at 80% of the local market rent 
and is the main rented tenure developed by RPs.  

• Intermediate homes for rent, provided at a cost above affordable rent 
typically but below market levels, including Shared Ownership (SO) and in 
the past aimed at key workers. 

• Low-cost home ownership – often using a shared ownership (part buy/part 
rent) or shared equity model. 

4  O P T I O N S  F O R  T H E  D E V E L O P M E N T  O F  A  N E W  G E N E R A T I O N  

O F  C O U N C I L  O W N E D  H O M E S  

 One of the options for developing new homes is to do so on Council owned land 
held within the Council’s General Fund. This paper has not looked in depth at 
land ownership and this would be the logical next step in establishing what the 
quantum of delivery might be. 

 There are a few examples nationally where Councils who disposed of their 
Council housing stock have re-established their HRA, examples of Council’s how 
have considered or are considering re-opening their HRA include Sunderland, 
Peterborough, Bromley, Liverpool, and Pendle. 

 The workshop discussion considered the routes for smaller rural housing 
opportunities versus larger urban opportunities. In essence, opportunities will 
always be governed by land availability and the cost of delivery. Rural Exception 
sites could be exploited to deliver new homes.  Rural exception site policy allows 
local planning authorities to grant planning permission for affordable housing on 
land that would not normally be used for housing because, for example, it is 
subject to polices of restraint. Hence an exception is made to normal planning 
policy to address proven local housing need. However, other planning issues 
such as site suitability, scale, design, etc. must still be addressed. As highlighted 
in paragraph 4.1 the first logical step would be to assess opportunity in land 
holding and be led by that balanced against the pace of delivery required and 
quantum.  

 In summary, if the Council was to use its current structure and deliver homes 
itself and own them “on balance sheet” there are two credible options: 

 OWNERSHIP WITHIN THE GENERAL FUND  

4.5.1 Councils are allowed to develop homes outside of an HRA but there is a limit of 
199 homes that can be held within the Council’s General Fund, before there is 
a requirement to open one. There is therefore the opportunity to get started on 
a housing journey without establishing an HRA.  
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4.5.2 The Government requires that “Local authorities planning to build outside the 
HRA must write to the Secretary of State for Housing, Communities and Local 
Government to apply for a direction that permits these homes to be held outside 
the HRA; this is usually a formality, though in some instances there is a duty to 
consult”.  There are accounting implications for owning property within the 
General Fund and the Council must be satisfied that it has established the 
minimum requirements of the regulator. In summary those requirements are 
included in the table below: 

Standard Summary of Requirement 
Governance and 
Financial Viability 

Ensure effective governance and resource 
management that delivers long-term financial 
viability. 
 

Value for Money Obtain best value from assets and resources. 
 

Rent Charge rent in line with Government rules. 
 

Home Keep homes safe, decent and in a good state of 
repair. 
 

Tenancy Let homes and manage tenancies in a fair, transparent 
and efficient way. 
 

Neighbourhood and 
Community 

Keep the wider area clear and safe, help tackle anti-
social behaviour and promote community wellbeing. 
 

Tenant Involvement 
and Empowerment 

Understand and respond to the diverse needs of 
tenants, provide choice and opportunities for 
involvement, resolve complaints fairly and promptly. 
 

4.5.3 The Council must comply with the Accounting and Service Codes of Practice 
issued by The Chartered Institute of Public Finance and Accountancy (CIPFA) so 
there are internal resource requirements in establishing the correct finance and 
housing management protocols to operate within the general fund. Any 
investment in new homes need to be included in a revision to the Council’s 
annual investment strategy. The Council will also need to consider any impact 
of Minimum Revenue Provision (MRP) on the programme. 

4.5.4 We have set out the relative strengths and weaknesses of owning homes within 
the General Fund below. 

Ownership within the General Fund 
Strengths Weaknesses 

• A straightforward route to owning 
the Council’s first 199 new homes. 

• Grant available from Homes England. 
• Low external resource costs. 
• Council wholly in control of what it 

• Public procurement rules apply to all 
development. 

• The Council will be reliant on 
developing in house client 
management expertise or buying it in 
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Ownership within the General Fund 
Strengths Weaknesses 

does and when it does it.  
• Many of the processes required 

under an HRA will be required of the 
accounting and management within 
the general fund and will be 
transferrable. 
 

to deliver a programme and to 
manage and maintain the homes.  

• Properties developed will remain 
subject to the Right to Buy albeit 
with restrictions on purchase price 
for the first 10 years. 

 

 OWNERSHIP WITHIN A NEW HOUSING REVENUE ACCOUNT  

4.6.1 Once the threshold of 199 homes has been reached a Council must establish an 
HRA, the Council is though allowed to establish a HRA at any point once it has 
decided to develop and own Council Housing. 

4.6.2 The Government states that the HRA “is intended to record expenditure and 
income on running a council’s own housing stock and closely related services or 
facilities, which are provided primarily for the benefit of the council’s own 
tenants”. 

4.6.3 We have set out the relative strengths and weaknesses of owning homes within 
the HRA below. 
 
 

Ownership within an HRA 
Strengths Weaknesses 

• The Government expects stock 
owning Councils to operate a 
HRA. 

• Changes from November 2018 
have released the borrowing cap 
on an HRA increasing borrowing 
capacity. 

• There are established rules and 
guidance to follow. 

• Grant available from Homes 
England. 

• Council wholly in control of what 
it does and when it does it.  

• The Council has access to 
development advice and support 
from the Council’s chosen partner 
 

• Although there are clear rules and 
guidance it is likely that external 
advice will be required to guide 
the establishment of the HRA. 

• Public procurement rules apply to 
all development. 

• The Council will be reliant on 
developing in house client 
management expertise or buying 
it in to deliver a programme and to 
manage and maintain the homes.  

• The numbers of new homes that a 
new HRA will produce in early 
years will be relatively modest 
given the financial requirements 
to confirm a positive balance on 
an HRA each year.  
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 SETTING UP AN HRA  

4.7.1 If the Council’s target is to exceed 199 homes in ownership, then the Council 
might consider the work required to establish an HRA at an early stage.  

4.7.2 The key features of an HRA are: 

• It is a landlord account, recording expenditure and income arising from the 
provision of housing accommodation by local housing authorities (under the 
powers and duties conferred on them in Part II of the Housing Act 1985 and 
certain provisions of earlier legislation). 

• It is not a separate fund but a ring-fenced account of certain defined 
transactions, relating to local authority housing, within the General Fund. 

• The main items of expenditure included in the account are management and 
maintenance costs, major repairs, loan charges, and depreciation costs. 

• The main sources of income are from tenants in the form of rents and service 
charges. 

• The HRA should be based on accruals in accordance with proper accounting 
practices, rather than cash accounting. 

4.7.3 Legislative features are: 

• Ring-fenced account within the General Fund. 
• Credits and Debits are prescribed by statute. 
• No general discretion to breach the ring-fence. 
• Cannot budget for a deficit. 
• All borrowing within the HRA is in line with the CIPFA Prudential Code. 

4.7.4 The Council does not have to manage the homes held under the HRA and can, 
if it wishes, engage other parties to manage the development, management and 
repair of the homes held in the account. 

4.7.5 The process for establishing an HRA is complex but achievable and other 
Councils are going down this route. It will require as a minimum the approval 
and development of an HRA business plan, a strategy for borrowing included in 
the Council’s Treasury Strategy, and update to the Council’s Medium Term 
Financial Strategy (MTFS) and a notification sent to the MHCLG.   

4.7.6 The Council should not underestimate the work required to establish the 
systems, processes and procedures required to account for and manage the 
development, management, and maintenance of Council owned homes. Some 
things to consider are: 
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• HRA accounting is a specialist area of public finance and expertise might 
need to be engaged where not held in-house.  

• An HRA business plan will need to be maintained, accounted for regularly 
and reported upon annually. Assumptions underpinning the HRA Business 
Plan will need to be reviewed annually. 

• Borrowing within the HRA will contribute to the Council’s overall borrowing 
headroom. 

• Any land held in the general fund and transferred to a new HRA for housing 
use will need to be appropriated at a market value at the appropriate time. 
Land cannot be simply moved into a HRA at no cost. A valuation policy will 
therefore need to be developed. 

 RIGHT TO BUY 

4.8.1 Most homes developed in the General Fund or within an HRA are subject to the 
Right to Buy (RTB). This is a statutory responsibility of stock owning authorities 
and we would generally advise that off-balance sheet structures where not used 
for trading purposes should not be deliberately constructed to avoid such duties.  
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IMPROVING POLICY COMPLIANCE THROUGH THE PLANNING SYSTEM 

4.8.2 The workshops drew out the difficulty that the Development 
Management/Planning team has in ensuring a policy compliant position for 
affordable housing on major development sites. The view is that few affordable 
homes are delivered through this process and that viability arguments are 
presented to ensure reduced delivery of new affordable homes. 

4.8.3 Other Councils retain specific consultee advice on viability, affordable housing, 
and financial testing. If a site is presented as non-policy compliant a full viability 
analysis is required from the developer. The developer is then charged for the 
Council’s own viability analysis which will either support the developer’s 
assertion, present a more favourable policy position or at the very least inform 
a negotiation on final provision. Typically, in order to justify a lack of policy 
compliance on Affordable Housing, the Council might use its own advisor to 
review the following from the developer, 

• Detailed appraisal and allowances of preliminaries, site works, abnormal 
costs, contractor’s overheads and profit, fees and how derived (e.g., BCIS or 
other methodology) 

• Development finance rate/cost and the development period assumption in 
weeks.  

• Land Valuation/Benchmark Land Value (BLV), the methodology for 
assessment and how derived.  

• Gross Development Value - Projected market sale prices for dwellings 
broken down by unit size with a local market appraisal to justify. Breakdown 
of sales and marketing allowances.  

• Any other costs and allowances outside of the above included in the viability 
assessment – broken down by category.  

4.8.4 As a result of this process ARK has in 2021 been able to improve on delivery of 
new affordable homes on 80% of sites reviewed for a Council in Essex.  

 ZERO CARBON HOMES 

4.9.1 Carbon in Buildings is produced during construction and maintenance 
(Embodied Carbon) and during its lifetime of use (Operational Carbon). Most 
social landlords are now looking at how they might contribute to national carbon 
targets and also looking towards avoiding the additional cost of retrofit, in 
future, for new homes being developed now. Torridge no longer holds housing 
stock and has therefore divested its responsibility (and cost) to future retrofit of 
its former stock. It does therefore have an opportunity to demonstrate to other 
social landlords the ‘art of the possible’ and commit to a standard of energy and 
carbon efficiency that it would like to see in others. 
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4.9.2 With immature supply chains for the technology, and low volumes of new 
homes being built to this standard early viability assessments have shown a 
financial challenge. Some Councils have commissioned ‘Social Return on 
Investment’ studies to look at the long-term financial benefits that might be 
forthcoming through this this type of housing and the wider positive impact on 
the location, employment, skills and the wider public purse, including health.   

4.9.3 It is well known that poor heating and ventilation contribute to chronic ill health. 
While the direct savings on energy bills are sufficient to generate an attractive 
return for residents, the monetised health benefits associated with improving 
indoor environmental quality can be more significant. A Department of Health 
Report as far back as 2009 recognised that for every £1 spent keeping homes 
warm can save the NHS 42p in health costs. (Source 2009 Annual Report of the 
Chief Medical Officer). 

4.9.4 Recent studies carried out for other Council’s by ARK show an uplift of between 
11 and 15% on capital development zero carbon ‘in use’ costs when compared 
with current building regulations standard. Typical social return on investment 
between standard stock and zero carbon stock measured as ‘Fuel Poverty 
Impact’ shows a £9,490 average annual household cost Impact (source NHS) of 
poor housing and excess cold. So, a typical 30-year impact on a 10-home 
development is £2.8million. This alone could offset the increase in capital 
development costs between building regulations and zero carbon standard.  

O P T I O N S  F O R  T H E  D E V E L O P M E N T  O F  N E W  H O M E S  O U T S I D E  

O F  C O U N C I L  S T R U C T U R E S  

 The establishment of subsidiary companies, both wholly owned and as Joint 
Ventures (JV’s), is a well-established route for the development of homes for 
both profitable return and affordable homes delivery. 

 Most, if not all councils, setting up such companies do so from a position of 
owning their own stock within an established HRA and often after re-
establishing the council as a council house builder. In this way they can then take 
the learning from their council house building programme into their market 
subsidiaries. 

 Whilst most companies are created to facilitate the development of homes for 
sale, a company could be created to own affordable homes. However, that 
company would have to register to become a Registered Provider incurring time 
and additional costs. The Regulator of Social Housing (RSH) suggests that the 
process of becoming an RP takes around 12 months. (Sometimes shorter for 
Local Authorities). 

 The processes required of a company; accounting, rent charging, voids, arrears, 
management, and maintenance arrangements will be the similar to those 
required within a General Fund or HRA. The arrangements for lending and loan 
repayments, accounting for tax and establishing governance arrangements and 
remunerating Board members add complexity and cost.  
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 DEVELOPING NEW HOMES THROUGH A COMPANY STRUCTURE 

4.14.1 If the Council wishes to build homes for profit, then it must exercise its powers 
to do so through a company. The Council has two general powers granted under 
legislation that it may use to set up a company.  Namely, the general power of 
competence contained within Section 1, Localism Act 2011 (the 2011 Act) and 
the power to trade contained within section 95, Local Government Act 2003 
(the 2003 Act). The ability to use PWLB finance has been curtailed in the past 
year where ‘investing for yield’ and so it is important that the Council only 
activates such structures where it can show that it is borrowing to support its 
normal Council, regeneration, social or other purpose.  

Power to Trade – Section 95 Local Government Act 2003 gives the Council the 
power to trade but is subject to restrictions contained within Regulation 2 of the 
Local Government (Best Value Authorities) (Power to Trade) (England) Order 
2009 (the 2009 Order). The 2009 Order states at Regulation 2 that "a best value 
authority" (such as the Council) is authorised to do, for any commercial purpose, 
anything which it is authorised to do for the purpose of carrying out its ordinary 
functions and will be required to prepare a business case supporting the exercise 
of the section 95 power and the council must approve this.  
 
General Power of Competence – Local authorities have the power to do 
anything that an individual may do in accordance with section 1 of the 2011 Act. 
This is referred to as the "general power of competence", and a local authority 
may use this power for its own purpose, a commercial purpose or/and for the 
benefit of others. This is the power that most councils that ARK has worked with 
have used. 

 
4.14.2 The Council could set up a group structure (generally with a holding company 

and trading subsidiary) and then broadly has two options: 

Option 1 – Use the subsidiary and enter directly into contract with a contractor 
for build. Council takes reward for commercial sales and transfers any S.106 
homes social/affordable to local RP or retains them (to a maximum of 199 
homes). The Council can take the decision to go beyond ‘policy compliance’ in 
the delivery of affordable homes where viable.  

Option 2 – The HoldCo sets up a JV with another party who undertakes the 
construction, and any profits are shared. Outcome as per direct delivery 
company but with reduced delivery risk and therefore reduced reward. 
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4.14.3 The suggested structure for options 1 and 2 is shown graphically in the 
diagram below:  

 

4.14.4 We have set out the relative strengths and weaknesses of Developing new 
homes for profit as a standalone developer through a group structure below. 

Option A – Developing new homes for profit with TDC as a standalone 
developer thorough a group structure 

Strengths Weaknesses 
 
 

• Any reward that results from 
trading is returned 100% to TDC 
rather than shared. 

• Any S.106 can be policy compliant 
or beyond and transferred to the 
Council. 

• Council remains in direct control 
without sharing governance 
structures. 

• Council wholly in control of what 
it does and when it does it 
without influence from a partner.  

• The time taken in setting up, 
might allow the current market to 
settle and become less volatile. 

 
 

• The Council is not sharing the risk 
or the costs in its trading at a time 
when the market is less certain. 

• Public procurement rules apply to 
all development contracts (unless 
it is able to and uses a Teckal 
exempt vehicle). 

• The Council will be reliant on 
developing in house client 
management expertise or buying 
it in to deliver a programme.  

• Lack of expertise in house.  
• Developing property for a return 

is a risk and losses are always 
possible. 

• Will take more time in setting up 
which could result in delivery 
being delayed. 

• Council owned companies are 
seen by some commentators as 
being too remote in governance 
terms. 

TORRIDGE DISTRICT 

COUNCIL 

 

 

Shareholders 

Committee 
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Option A – Developing new homes for profit with TDC as a standalone 
developer thorough a group structure 

Strengths Weaknesses 

• Non-executive directors with 
specific talent in the business 
stream can be appointed to 
support the delivery of the 
business plan. 

• Councillors sitting on the Board 
develop business expertise which 
can transfer to other projects. 

• Profit is returned to the Council 
for use on wider projects. 

• Building for profit may reduce 
focus on core activity – homes for 
rent. 

• More complex structure than 
building directly or in partnership 
with an RP. 

• Structure requires executive 
support to maintain effective 
operation. 

• Conflicts can arise with 
councillor/officer director 
appointees where those conflicts 
are not managed effectively. 

• Challenge - setting local housing 
policies AND acting as a ‘for 
profit’ developer. 
 

 

 OPTION B – JV DEVELOPMENT COMPANY 

4.15.1 We have set out the relative strengths and weaknesses of Developing new 
homes for profit with TDC as a standalone developer thorough a group structure 
below. 

Option B – The setting up a JV development company for profit 
Strengths Weaknesses 

• Non-executive directors with specific 
talent in the business stream can be 
appointed to support the delivery of 
the business plan. 

• Councillors sitting on the Board 
develop business expertise which can 
transfer to other projects. 

• Council, though objectives agreed in 
advance, remains in control of the 
programme and annual review of the 
business plan. 

• Procurement advantages - JV can be 
structured to operate outside of 
public procurement rules. 

• Strong experienced partner improves 
the likelihood of a profitable return. 

• Any S.106 can be policy compliant or 
beyond and transferred to the 
Council HRA.  
. 

• Developing property for a return is a 
risk and losses are always possible. 

• Council owned companies are seen 
by some commentators as being too 
remote in governance terms. 

• More complex structure than building 
directly or in partnership with an RP. 

• Structure requires executive support 
to maintain effective operation. 

• Conflicts can arise with 
councillor/officer director appointees 
where those conflicts are not 
managed effectively. 

• Challenge - setting local housing 
policies AND acting as a ‘for profit’ 
developer. 
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 STRATEGIC ALLIANCE WITH A REGISTERED PROVIDER (RP) 

4.16.1 At the workshops, the prospect of working with existing experienced partners 
was explored and working with RP partners can be a direct and efficient way of 
building affordable homes without an HRA. The RPs are already established to 
develop, manage, and maintain social and affordable homes and many also 
provide market homes to complement their affordable offer.  

4.16.2 The Council could choose to transfer the freehold or long lease of some land to 
an established and developing RP. The RP then develops and manages stock. 
The Council could seek 100% nominations and set design and other standards 
as part of the land sale or lease arrangements. 

4.16.3 We have set out the relative strengths and weaknesses of this approach in the 
table below. 

Strategic Alliance with an RP 
Strengths Weaknesses 

• Simplest of all options with no further 
in-house development structure. 

• Quickest in delivery. 
• Council selects partner(s) with shared 

values and aspiration could be a 
Housing Association or other district 
Council HRA.  

• Council remains in direct control of 
outcome without additional 
governance or new development 
risks. 

• Choice of transfer of land for 
immediate development through 
partner or could use building licences 
to control standards. 

• Management undertaken by 
established RP. 

• RP can access grant for delivery from 
Homes England. 

• Additional income through trading 
not realised. 

• Expertise that could be developed 
through trading is not realised. 

• Council influences delivery through 
land supply agreement but 
subsequent management is the 
domain of the RP with little or no 
influence from TDC 

• Council will cede a degree of design, 
specification and viability control to 
the partner RP. 

 



  

 

 
16 of 28 

4.16.4 Successful developing Council’s work closely with RP partners to ascertain their 
current ambitions and explore any decision regarding Council Housing 
(whatever that may be) with them. Their experiences of working with the 
Council and what steps can be jointly agreed to maximise the delivery of 
affordable housing in the district can be crucial to future delivery on both sides. 

 COMMUNITY LED HOUSING AND COMMUNITY LAND TRUSTS 

4.17.1 Community-led housing is where people and communities play a leading role in 
addressing their own needs. This might be through a local parish council or other 
community-based organisation or be a group of people coming together as a co-
housing group or to form a housing co-operative. We are aware through the 
workshop discussions that Torridge Councillors are already involved in some 
local initiatives including Community Land Trusts. 

4.17.2 Over the last five years, the Government has put a range of measures in place 
to stimulate this sector. The Self-build and Custom Housebuilding Act 2015 (as 
amended by the Housing and Planning Act 2016) required local authorities to 
maintain a register of people interested in custom and self-build homes, and to 
support the delivery of sufficient serviced plots. The act covers people working 
individually or as a group. People may be involved in building their home 
themselves or engage others to do the work. Self and custom build projects 
account for 7-10% of new housing in England each year (around 12,000 homes) 
and research has shown that many people would like to build their own home 
at some stage in their lives. Housing delivered through custom and self-build can 
be at least 10% cheaper than standard market housing and affordability is a 
significant factor for many people as well as the opportunity to have a home 
with bespoke design. Councils vary in the way they deal with their Custom and 
Self Build Registers.  

4.17.3 Some Councils have chosen to actively support the sector, for instance, 
Cornwall Council have encouraged the development of Community Land Trusts. 
At Graven Hill, part of the Bicester development in Oxfordshire, Cherwell has 
approved plans for 1,900 new custom and self-build homes, including market 
sale, shared ownership and Affordable Rented. Part of the site has featured on 
‘Grand Designs’ to show how self-build can be within the reach of many people. 

4.17.4 Community Land Trusts provide affordable homes for local people in need by 
acquiring land and holding it as a community asset in perpetuity. CLT’s may also 
own other resources such as allotments, community enterprise space or 
workspaces. There are several Community Land Trusts delivering new homes in 
East Cambridgeshire, where the council has set up Palace Green Homes, a 
council-owned development company focussing on community-led housing 
schemes.  
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5  D E L I V E R Y  O P T I O N S  N E X T  S T E P S  

 Regardless of the route taken in new homes delivery there are a number of key 
next steps that we would recommend are completed as groundwork.  

 Depending upon the delivery option chosen there will be a number of key next 
steps for the Council. Each start with an outline business plan for the chosen 
scenario which will include scheme level feasibility and viability analysis. Viability 
of schemes and the understanding of what goes into an assessment is critical to 
understanding delivery.  

 The table below outlines the critical next steps to reach a viable plan for delivery. 

Delivery & Management 
Scenario 

Critical Next Steps 

New Homes Development Scenarios 
All development 
scenarios 

Strategic Planning - Develop an organisational 
and Political understanding of the ambition, 
‘viability’ and development and what contributes 
to a viable scheme of new homes. Draw 
conclusions to the quality and standard of homes 
to be developed within the context of a 
financially viable programme. 
Develop an outline business plan based upon 
realistic and contemporary assumptions on 
borrowing costs, overheads, estimated returns.  
Set financial ‘hurdles’ or ‘tests’ for the delivery of 
new homes including expected development 
payback period and Internal rate of Return for 
each scheme. 
 
Look at land holdings and assess a pipeline of 
new homes and combine the costs and returns of 
that programme into a comprehensive 30-year 
business plan showing all costs, including 
assumptions of management, maintenance, and 
capital improvement over the life of the plan. 
 

If developing new 
homes ‘on balance 
sheet’ 

Assess the likely delivery quantum and the costs 
associated with setting up the appropriate 
structures. Consider whether the aim is to 
maintain numbers below the HRA threshold of 
199 or whether the ambition is to advance 
beyond that.  
 
 

If developing new 
homes through a 
company structure 

In addition to the above, confirm returns on 
investment and preferred governance structure 
for delivery and transparency. Assess the impact 
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Delivery & Management 
Scenario 

Critical Next Steps 

of state aid, taxation, transfer pricing and 
company structural costs (e.g., the service costs 
of non-Executive directors, annual audit and 
additional legal support) in delivery. 
 

If developing new 
homes through a 
partner RP 

Assess the potential partners and develop a brief 
on the type of partner being sought. Develop a 
brief for the management of stock and soft 
market test potential strategic management 
partners. Assess likely costs and factor these into 
the business plan.  
 

 

 We would therefore recommend the following as a Phase 1. 

1. Review the process of viability assessment at Planning stage of all major 
development sites and their policy compliance for affordable housing. 
Procure and retain viability expertise that can help the Council go ‘toe 
to toe with developers in discussion and push for improved policy 
outcomes. 

2. Undertake an assessment of land in the Council’s ownership and score 
with a site assessment tool the likelihood of a site being deliverable for 
housing and rank sites accordingly. An example of such a tool is shown 
in Appendix 2 to this report. 

3. Consolidate the vision for delivery further and develop the Council’s 
own ‘Strategic Housing Delivery Plan’ for new homes delivery that lays 
out clearly the ambition, risk, location, technical standard (i.e. Zero 
Carbon), partnerships, financial commitment, quantum and time frames 
to be adopted. Typically, such a strategy would, as a minimum, have the 
following headings. 

a) GENERAL AIMS, SCOPE AND CAPACITY 
b) NEED AND LOCATION 
c) SITE SELECTION 
d) LAND/BUILDING ACQUISITION AND ‘LAND BANKING’ 
e) DESIGN, SPECIFICATION AND ‘ZERO CARBON IN USE’ HOMES 
f) DELIVERY PARTNERSHIP AND PROCUREMENT 
g) LINK WITH ASSET AND INVESTMENT STRATEGIES 
h) FINANCE, VIABILITY AND RISK 
i) PARTNERSHIP WORKING AND SECTION 106 OPPORTUNTIES 
j) GOVERNANCE 
k) CONSULATION 

 
 Phase 2 will then be embarked upon to draw a conclusion on the mechanism for 

delivery. Entering into a delivery partnership or Joint Venture with a trusted local 
partner might be the lower risk and logical first step. Equally, engaging in a wider 
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process to identify a range of partners for specific delivery might also be 
appropriate. There are a range of developing RP’s that own varying stock 
numbers in the district and additional units in management (even if still owned 
by the Council) could reduce the overhead cost of management per unit for 
those providers locally and might be attractive. In parallel the Council might also 
explore further its CLT ambitions and identify existing or emerging CLT’s that 
might support the Council in delivery and vice versa. 

 
 
 

ARK Consultancy Limited 
22 September 2021 
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A P P E N D I X  1  –  C O U N C I L L O R  W O R K S H O P  P R E S E N T A T I O N  

New homes for Torridge

Councillors Workshop and Discussion 

9th July 2021

 

Agenda

1. Introductions (All)

2. Exploring the Brief – Presentation and Discussion

3. Officer workshop - Key Discussion Points

4. Strategy – Exploring your themes 

 

Current Commissions 
▪ Estate Regeneration in Norfolk and Essex

▪ New HRA and new homes programme in west of 
England

▪ Small sites programme of affordable homes in Essex

▪ JV Housing Company in the Midlands

▪ Income strip in Essex

▪ New housing company for letting in Surrey

▪ Affordable Housing consultee for Brentwood
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Brentwood Borough 
Council – Estate 
Regeneration

• ARK Currently Leading

• Zero Carbon Scheme of 61 new 
homes

• Replacing 47 underused homes

• Appointed lead contractor

• Supporting governance and 
approvals process ‘in house’

• Planning approved last week

• Small sites Programme of 151 
homes

 

Your Research

• 24% increase in property prices in Torridge over last 5 years

• Wages  in Torridge are 21% below the national level

• Houses are 22% less affordable in Torridge than nationally (ration of 
9.5 times house prices to earnings – just under 8 nationally)

• 30 Households in Temporary accommodation

• Circa 680 housing need registrations of which 105 are high need

 

Your Strategic Plan 2020-2023

Key priority : Increase the availability of quality homes that meet 

local needs.

Key Challenge : To increase the number of affordable homes in 
Torridge

Increase the availability of quality homes that meet local needs 

and; 

Implement a Housing Delivery Strategy that provides creative 

solutions to meet the housing need of the district

 

 



  

 

 
22 of 28 

This session….

Strategic thought and leadership steer on priorities – What is 

it you want to see delivered?

Key Challenge – To avoid discussions about local projects 

unless illustrative of a what you’d like to see more of (or less of)? 

It can’t all be done – so what are your key priorities having a 

blank sheet of paper? What are you willing to forego?

We only have a couple of hours so I will keep us to time

 

Officer Outcomes and Questions

What’s the problem we are trying to solve?

Delivery Priority – Affordable Rent? Social? For sale?

Specification – Zero Carbon?

Partnership – Do we do this alone or with others?

Private Lettings – Influencing the market? Trading for profit?

 

What’s the problem?

▪ Poor choice?

▪ Lack of breadth of housing provision?

▪ Locality appropriate?

▪ Scale and Pace?

▪ Quality homes and standards?

▪ Environmentally sustainable?

▪ What else?
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Delivery Priority (1)?
▪ Current waiting list of 680 households

▪ Supported housing 

• learning difficulties 

• mental health 

• homeless 

▪ Older people 

• Downsize to free up family housing

▪ Younger people

• Under 40’s

 

▪ Social rented for which guideline target rents are 
determined through the national rent regime; 

▪ Affordable rented housing at no more than 80% of 
the local market rent; and

▪ Intermediate homes for sale and rent, provided at 
a cost above affordable rent but below market 
levels, including Shared Ownership (SO); and

▪ First homes – Homes sold at a minimum 30% 
discount in perpetuity

Delivery Priority (2)?

 

Specification

▪ Zero Carbon ‘in use’

▪ Size and Mix

▪ Rural vs Urban

▪ Quality and Design – Exemplar or standard

Tip – there is a trade off and its difficult to ‘have it all’
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Ownership and Management

▪ Is it essential to own everything?

▪ Partnership with an RP or other Council?

▪ Community Land Trust?

▪ Housing or trading company?

▪ Who manages the stock?

 

Private Lettings

▪ Is this a priority?

▪ If yes why? Influence the market? Profit 
motive?
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A P P E N D I X  2 -  S I T E  A S S E S S M E N T  T O O L K I T  

 

 

A P P E N D I X  3  -  G L O S S A R Y  

AFFORDABLE HOUSING DEFINITIONS 

Affordable Housing: housing that is provided for sale or rent to those whose needs are 
not met by the market including low-cost home ownership and which complies with 
one or more of the following definitions: 

Affordable Rent (AR): affordable rent is subject to rent controls that require a rent of 
no more than 80% of the local market rent (including service charges, where 
applicable). 

Discounted Market Sales Housing: housing that is sold at least 20% below local market 
value.   

First Homes (FH): a recent government initiative initially targeted at armed forces and 
keyworkers allows the home to be purchased at 70% or less of its market value with 
that percentage being held in perpetuity. 

Intermediate Rent (IR): offered to eligible households at a rent of up to 100% of the 
Local Housing Allowance (housing benefit for people who rent a home from a private 
landlord) for Torridge. 

Low-Cost Market Housing (LCMH): is housing that is sold at a discount of at least 20% 
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below local market level.   

Rent to Buy: let at an intermediate rent for a maximum of 5 years to a household that 
is looking to buy but are unable to save for a deposit.  

Shared Equity: is housing that 100% of the title is to be transferred to a Qualifying 
Purchaser at no more than 80% of Open Market Value subject to a legal charge in 
favour of the Council for 20% of the units’ equity value. 

Shared Ownership (SO): part rent, part buy by leasehold. Rents on the unsold equity 
(USE) set below 2.75% for Homes England funded schemes and up to 3% for S106 
schemes. Initial sale percentages set to be affordable. 

Social Rent (SR): rents set in line with guideline target rents which are determined 
through the Government’s rent policy. Generally presumed to be lower than affordable 
rents. 

HOUSING MARKET DEFINITIONS 

Market Rent (MR): housing that is available for rent to any party and which is 
determined by the landlord, locality and property type. Is taken as the base point for 
affordable rents. 

Outright Sale (ORS): a term used to describe homes made available on the open 
market and sold at the market value. Sometimes referred to as Open Market Sale 
(OMS). 

 

HOW AFFORDABLE HOUSING IS SECURED 

Building Regulations: set minimum standards for the design and construction of 

buildings to ensure the safety and health for people in or about those buildings.  

Homes England: is the non-departmental Government body that funds new affordable 
housing in England. 

Homes England Grant Funding: is available to Homes England partners to assist them 
in purchasing land for development or properties for refurbishment.  

Perpetuity: an unlimited duration of time. For instance, homes provided under the First 
Homes Initiative must remain available at 70% in perpetuity. 

Planning System: through the submission of a planning application that is over 10 
dwellings, negotiated on the threshold of the HMA in which it is located, taking into 
consideration the results of any needs studies and specific needs e.g., accessible 
homes. 

Purchase & Repair: achieved through match funding RPs with capital funds to purchase 
properties off the open market to meet the needs of identified families requiring a 
dwelling that will not be available through Home Point. 

Rural Exception Sites: for small affordable housing schemes to be developed on land 
either within or adjoining the village where housing would not normally be permitted 
as an exception to normal planning policy. 

S.106: is a legally binding agreement between an applicant seeking planning permission 
and the local planning authority and are an established and valuable way of bringing 
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developments in line with the objectives of sustainable development as articulated 
through relevant Local Regional and National Planning Policies.   

Shared Ownership and Affordable Housing Program (SOAHP): Homes England’s 
current main funding pot. Still open for bids and providing funding through to SOS in 
March 2023. 

DELIVERY TERMS 

Joint Venture (JV) and Joint Venture Company (JVco): a company limited by shares 
jointly owned by the Council and another or other partners. The basic premise of the 
model rests on a local authority entering an equal partnership with private investors. 
The council transfer property assets into a new joint venture company, with the JV 
partner – a developer or RP – matching the value of the portfolio. 

Prudential Code: local authorities are able to borrow without government consent, 
provided they are satisfied they can afford the borrowing costs. They are required by 
law to “have regard” to the Prudential Code, published by the Chartered Institute of 
Public Finance and Accountancy (CIPFA) and MHCLG. The PWLB requires assurance 
from the authority that it is borrowing within relevant legislation and its borrowing 
powers. 

Public Works Loan Board (PWLB): the Public Works Loan Board (PWLB) is a statutory 
body within HM Treasury. Its function is to lend money to local authorities mainly for 
capital projects, and to collect the repayments. PWLB funds borrowed by a council can 
be lent on to a subsidiary company (e.g., wholly owned local housing company) though 
there are State Aid issues.  
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Ian Winslet – Director 
 
Email: iwinslet@arkconsultancy.co.uk 
Telephone: 0777 0384141 

 

If you need help or advice on any 
aspect of this report, please contact: 


