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South Lakeland District Council 

Cabinet 

13th December 2017 

AFFORDABLE HOUSING DELIVERY OPTIONS 

 

PORTFOLIO: Councillor Jonathan Brook  -  Deputy Leader and Housing 
Innovation Portfolio Holder 

REPORT FROM: David Sykes – Director of People and Places 

REPORT AUTHOR: Dan Hudson – Development Strategy and Housing 
Manager 

WARDS: All 

FORWARD PLAN: Key Decision included in the Forward Plan as published 
on 14 November 2017 

 

1.0 EXPECTED OUTCOME 

1.1 To set out a new approach to using the Council’s resources to enable the delivery of 
new affordable housing following the completion of the Affordable Housing Delivery 
Study and discussions with South Lakes Housing 

2.0 RECOMMENDATION 

2.1 It is recommended that Cabinet:- 

(1)  Not proceed with the establishment of a special purpose site promotion 
vehicle as proposed in the Affordable Housing Delivery Study at the 
present time; 

(2) Approve in principle and recommend to Council that the Council 
develop a loan facility, initially of a maximum £6m, to be made available 
to South Lakes Housing and other housing associations to support 
proposals delivering new affordable housing with detailed 
arrangements to be reported to a future Cabinet for approval; 

(3) Recommend that Council authorise the proposed changes to the Capital 
budget set out in Appendix 2; 

(4) Endorse the overall approach to Affordable Housing Delivery set out in 
Paragraphs 3.15-3.23; 

(5) Authorise the spending of the £37,000 Marshall Hooper Legacy on 
enabling housing for the elderly in the Grange/Cartmel LAP area. 
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3.0 BACKGROUND AND PROPOSALS 

How is the Council Performing in terms of Affordable Housing Delivery?  

3.1 The Council Plan sets a minimum target of 1000 new affordable homes for rent to be 
delivered between 2014 and 2025 per annum (a rate of 91 per annum) and a target 
of 750 affordable homes for sale over the same period. These figures are re-
confirmed in the District’s Housing Strategy approved in 2016. The Housing Strategy 
also contains a target for the completion of 300 extra care homes between 2016 and 
2025. The recent Strategic Housing Market Assessment has confirmed that the 
minimum affordable housing target is justified in terms of the most up-to-date 
evidence and needs to be seen in the context of a waiting list of nearly 3,000. 

3.2 Figures on affordable housing completions are set out in Appendix 1. Between 
2014/15 and 2016/17, SLDC enabled a total of 352 affordable dwellings across the 
whole District - at an average of 117 affordable dwellings per annum of which 290 
(an average of 97 per annum) are to rent. A further 69 of which 52 are to rent were 
completed up to the end of September 2017. At that delivery rate, the balance of 658 
affordable homes to rent to meet the Council Plan target should be exceeded. 

3.3 Affordable housing is currently delivered through a variety of routes.  

 Around 30% of affordable completions are delivered through market housing 
schemes for which there is a policy requirement of 35% on sites above 9 
dwellings, and smaller sites outside main settlements, in the SLDC planning area. 
This proportion is likely to increase as allocated sites come forward. These 
require no subsidy, deliver much of the affordable housing for sale and also a 
significant element of affordable housing for rent. Delivery via this route is 
predominantly in the parts of the District for which South Lakeland is the planning 
authority; 
 

 Around 60% of affordable housing is delivered through 100% affordable 
schemes by housing associations, most of which require some financial support 
and/or support in kind such as Council owned land from SLDC and/or the Homes 
and Communities Agency. Most schemes of this kind are predominantly or wholly 
for rent. Most affordable housing delivery within the National Parks are via this 
route. Up until now, financial support for such schemes has been by means of 
grant. 

 

 Around 8% of affordable delivery is through affordable housing renovation 
schemes and empty homes which involves grant aiding the conversion of 
redundant buildings (predominantly in town centres) to create affordable housing 
for rent. 

 

 Other means of housing delivery include a small amount of Community Led 
housing delivered by or in partnership with Community Land Trusts. 
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What resource does the Council devote to housing? 

3.4 The Council currently devotes the following capital resource to housing overall. (It 
should be noted that these figures reflect the Capital Programme before the changes 
recommended in this report have been made). 

Capital Budgets 

Budget 
Key 
Activities 

2017-18 2018-19 2019-20 2020-21 2021-22 

Affordable 
Homes, 
Town Centre 
Properties, 
Empty 
Homes 

Affordable 
Housing 
enabling, 
Affordable 
Housing 
Renovation 
Grant and 
Empty Homes 
Grants 

904.3 500.0 500.0 500.0 500.0 

Right to Buy 
Replacement 

Affordable 
Housing 
Enabling from 
receipts from ex 
Council House 
sales 

1040.1 Unknown Unknown Unknown Unknown 

Community 
Housing 
Fund 

Promoting 
community 
based housing 
in areas of 
second home 
stress. 

490.0 1840.0 Unknown Unknown Unknown 

Commuted 
Sums 

Contributions 
from developers 
towards 
affordable 
housing in lieu 
of on site 
provision 

146.0 Unknown Unknown Unknown Unknown 

Marshall 
Hooper 
Legacy 

Left to SLDC in 
will for housing 
for the elderly in 
Grange/Cartmel 

37.0 0 0 0 0 

TOTAL  
£2.617m 

£2.34m 

Plus 
unknowns 

£0.5m 

Plus 
unknowns 

£0.5m 

Plus 
unknowns 

£0.5m 

Plus 
unknowns 

*Disabled 
Facilities 
Grants 

Administration 
of mandatory 
and 
discretionary 
grants from the 
Better Care 
Fund to provide 
essential 
facilities to 
people with 
disabilities 

661.0 661.0 581.0 581.0 581.0 

*For completeness – not available for affordable housing delivery 
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The Affordable Housing Delivery Study 

3.5 The apparently healthy picture set out above masks some longer term threats to 
delivery. These include pressures on viability, HCA resource, Government policy 
which until recently has strongly favoured affordable housing to buy such as starter 
homes and a diminishing supply of Council owned land which can be made available 
to housing associations for new schemes. Other pressures include ‘right to buy’ 
controls on rent increases, benefit changes and their impact on rental incomes and 
the impact of an ageing population and the need for specialist accommodation to 
meet the needs of the elderly. 

3.6 For all of the above reasons, the Council commissioned consultants ARK to prepare 
the Affordable Housing Delivery Study in 2016. The study identified two main gaps in 
affordable housing delivery. One was development finance, the availability of a loan 
facility for affordable housing delivery. The second was an absence of site promotion 
activity by Housing Associations. The solution proposed at that time was the 
establishment of a joint venture – the suggested name was Landpro – between 
SLDC and one or more partners. This would be a formal vehicle which would both 
provide loan finance for affordable housing schemes and acquire and promote sites.  

3.7 The Ark Report resulted in significant interest from the Housing Associations, both in 
the establishment of potential partnerships and in upscaling their site promotion and 
development programme activities. South Lakes Housing have prepared an 
ambitious development programme. Two Castles, now merged with Derwent and 
Solway to create Castles and Coasts Housing Association, also have increased 
development ambitions whilst Home Housing are also increasing their site promotion 
and development capacity in the North West (including South Lakeland). 

3.8 There have been a number of changes at the national level which are also 
significant. Since the change of Government in 2016, the focus on starter homes and 
affordable housing to buy has diminished, the funding available to housing 
associations through the Homes and Communities Agency has increased and 
Government is increasingly recognising the value of affordable housing for rent and 
the role of local authorities and housing associations in delivering it. 

3.9 Discussions with Housing Associations have led to an emerging view that the 
Landpro approach may not be the most effective means of delivery. This is partly 
because of the requirement for a high level of funding up front and a significant 
period before there is any return, partly because it would duplicate activity already 
being undertaken by housing associations and partly because it would require SLDC 
to build capacity and expertise in-house that already exists elsewhere. There remains 
a need for SLDC to assist with site promotion by working with housing associations 
to identify appropriate sites. 

3.10 Whilst the Landpro vehicle may be one option, it is now clear that there may be other 
ways of increasing site promotion activity and using the Council’s financial resources 
to maximise affordable housing delivery. 

 The Community Housing Fund 

3.11 In December 2016, the Council was awarded £2.36m over 2 years to deliver 
community led housing in areas affected by high levels of second home ownership. 
The award to South Lakeland was one of the highest in the country. Eden, Craven 
and Lancaster also received significant awards. Members will recall that officers have 
delegated authority to spend this budget in consultation with the Portfolio Holder. 

3.12 An action plan has been produced and is being implemented. Much of what has been 
undertaken to date is preparatory. A Community Housing Officer has been 
appointed. Measures are ongoing to build capacity in communities and provide 
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support for mature community led schemes, Bids have been invited from community 
land trusts, parish councils and other community led organisations. Lambert Smith 
Hampton have been commissioned to identify potential sites for acquisition and this 
work is approaching completion. The Action Plan sets a target for the delivery of 100 
community led homes by 2022. 

3.13 As can be seen from Paragraph 3.3, up until now, despite a high level of activity by 
Community Land Trusts, direct delivery through this route has up until now been 
limited. CLT developments often take a long time because trusts need to acquire for 
themselves, the capacity, resource and expertise necessary to deliver development. 
The Community Housing Fund can help in all of these areas but one delivery model 
which has worked well in the past is where CLTs and/or parish councils, work with a 
housing association which can bring its delivery capacity and expertise. The close 
working between Two Castles (now Castles and Coasts) Housing Association and 
the Skelwith and Langdale Community Land Trust is an example of this. 

 Towards a new approach to Affordable Housing Delivery 

3.14 With the land allocations beginning to be built out, the opportunities presented by the 
upsurge in activity by the housing associations, the opportunities presented by the 
Community Housing Fund and the opportunities identified through the ARK report 
process and the validation of Council Plan and Housing Strategy targets for 
affordable housing delivery through the Strategic Housing Market Assessment, there 
is an opportunity to look in the round at the Council’s approach to affordable housing 
delivery to ensure that the delivery of high quality affordable housing is maximised in 
terms of scale and place. It should be noted that the 1000 target is a minimum. There 
is a need to build in ‘headroom’ to ensure that the target is met and hopefully 
exceeded. In addition to affordable housing for rent, we also need to meet targets for 
affordable housing for sale. 

 Affordable Housing in Market Housing Schemes 

3.15 Delivery through market housing will continue to be one of the key means by which 
the Council delivers affordable housing. There are functional efficiencies in 
combining the construction of market and affordable housing, the approach helps to 
develop mixed communities and the approach delivers affordable housing at no cost 
to the tax payer. Market housing is also a critical means of delivering affordable 
housing to buy. For all of the above reasons, delivery of affordable housing in market 
scheme will continue to be a critical component of the Council’s strategy to meet 
affordable needs. The expectation is that by 2024 at least 900 affordable dwellings 
will be delivered through market development on allocated sites and windfall sites. 
This will make a significant contribution to meeting the target but will not do it alone. 
Importantly there are very few market housing schemes in the National Parks. 

 Enabling – Lending 

3.16 Up until now, the Right to Buy Replacement Fund has been used exclusively to grant 
aid South Lakes Housing schemes (however funds can be used to grant aid other 
associations if SLH is unable to deliver. It is proposed in principle that any cumulative 
underspend from 2017-18 (likely to be in the order of £3m and future year receipts 
(dependent on right to buy sales but normally in the order of £600K-£1m) form part of 
a £6m loan facility available for housing associations to draw down on a scheme by 
scheme basis. Such a proposed loan facility would facilitate delivery, generate 
revenue for the Council through repayments and ensure that resource put into 
housing enabling can be recycled to promote further delivery. The initial figure of £6m 
will enable the early phases of housing association development proposals but if the 
scheme is successful, the opportunity could be considered for further development in 
future years. It is estimated that 150 affordable dwellings could be delivered during 
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the strategy period of which a significant element would be for rent. If such a scheme 
is successful and is expanded in future, the figure could be significantly greater. 

3:17 Subject to approval in principle, the detail of the scheme’s operation would be 
developed and reported to Cabinet for approval.  

Enabling - Grants 

3.18 Grants will still be appropriate in some circumstances. Section 106 commuted sum 
payments must be spent on matters directly related to the development and cannot 
be used for loans. Similarly other types of funding such as the Marshall Cooper 
legacy which is identified for a specific purpose could not be used for lending. There 
remains a need for a facility for grant aiding small local developers and individuals 
undertaking marginal schemes such as renovation grants and empty homes grants. It 
is proposed that from 2018-19, the base budget of the Affordable Homes, Town 
Centre Properties and Empty Homes fund be reduced to £260K per annum. On this 
basis, it is estimated that grant aided schemes could yield around 13 affordable 
dwellings to rent per annum – a total of around 80 affordable dwellings to rent by 
2024. 

3.19 Grants are generally small in scale and it is suggested that in order to maximise the 
scale and pace of affordable housing delivery, grants under £100,000 are dealt with 
by administrative decisions. 

 Community Led Housing 

3.20 As noted above, it was initially expected that the Community Housing Fund will 
deliver 100 community led homes. There is a degree to which the tenure mix in 
community led schemes will depend on local community needs and needs identified 
by Communities themselves so it cannot be assumed that all CHF supported housing 
will be for rent. Nonetheless a sound working assumption that at least 50% of CHF 
supported homes will be for rent. It is also anticipated that Housing Associations will 
play an active role in working with communities to deliver community led housing. 
The focus of this activity is likely to be in and around the National Parks with a focus 
on areas of second home stress. 

3.21 The Council has commissioned Lambert Smith Hampton (LSH) to identify potential 
sites for Community Led Housing. It is recommended that the Council should 
proceed with promoting the acquisition of sites once LSH have completed their work. 
It will then be possible to update and clarify delivery from this source. In order to 
accelerate delivery, it will be necessary to work in partnership both with communities 
and with housing associations and it may be the case in some cases that housing 
associations may be best placed to deliver schemes. 

 Site Promotion 

3.22 Working with housing associations to promote sites is already an important part of 
the Council’s work and it is proposed to continue this activity. An important part is 
continuing to use the opportunities presented by Council and public land. The 
Council is currently promoting development opportunities through the Lake District 
Local Plan call for sites process and whilst this is a policy that has been employed for 
some time, there are many more opportunities and the Council, through Lambert 
Smith Hampton, is active in seeking to promote sites, for example through the . It is 
considered that site promotion remain an essential element of SLDCs approach to 
affordable housing delivery. 
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Housing for the Elderly and the Marshall Hooper Legacy 

3.23 The Council has agreed a target with Cumbria Council to enable the delivery of 300 
extra care homes for rent and is working with the County Council and extra care 
providers to deliver. It is anticipated that this can be achieved without significant 
funding from SLDC. An exception is the Marshall Hooper Legacy a sum of £37,000 
left to the Council as the result of a will for the provision of housing for the elderly in 
the Grange over Sands area. This requires Cabinet authorisation to be spent and it is 
proposed that it be used to support the delivery of Extra Care housing in the 
Grange/Cartmel area. 

4.0 CONSULTATION 

4.1 The Ark proposal was the subject of discussions with a number of stakeholders 
through the Portfolio’s Holder Advisory Group and through discussions between Ark. 
and housing associations and housebuilders. The Ark proposals were also 
considered by Overview and Scrutiny when it considered the wider Housing Strategy 
on 10th August 2016. There was strong support for greater and more creative 
intervention by SLDC in housing delivery both in terms of enabling site promotion and 
in terms of development finance and this report responds to that. 

5.0 ALTERNATIVE OPTIONS 

5.1 Option 1 – Proceed with the Landpro proposal as recommended by Ark 

 Whilst the option of a Special Purpose vehicle may be appropriate in the longer term, 
given the significant increase in activity by the housing associations it is not the most 
effective or financially efficient means of early delivery at the present time. There are 
significant issues with upfront costs, duplication and the need for capacity building 
which suggest that delivery partnerships with Housing Associations may be a better 
approach. 

5.2 Option 2 – Continue with current approach to affordable housing delivery 

 Whilst current approaches to affordable housing delivery are currently delivering well, 
there is an opportunity to make more efficient use of the Council’s resources through 
lending rather than grants. This will enable resource to be recycled and repayments 
on capital and interest on loans to be used for further affordable housing delivery. 

5.3 Option 3 – Adopt Loan based Strategy based on Reserves 

 It is proposed that the loan facility be financed using second home right to buy 
receipts in the first instance. This is resource available to the Council for housing 
delivery and as noted above, a loan facility would represent an effective use to 
support affordable housing delivery. 

5.4 Option 4 – Adopt Loan based Strategy based on On-Lending  

 A variation might be for the Council to offer a loans facility based on on-lending, 
whereby the Council would borrow from the Public Works Board and lend to housing 
associations. This would mean that existing programmes could continue on the 
current basis. It would however be less efficient in maximising the resource available 
for affordable housing delivery. If the scheme is successful and is widened in future 
years, on-lending may be one means by which it can be expanded. 

6.0 LINKS TO COUNCIL PRIORITIES 

6.1 Council Plan targets 

 1000 new affordable homes to rent between 2014 and 2025 

 750 new affordable homes to buy between 2014 and 2025 

 300 new extra care dwellings between 2016 and 2025 
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7.0 IMPLICATIONS 

7.1 Financial and Resources 

7.1.1 The £6m initially earmarked for the Loan Facility will be financed in the first instance 
through Right to Buy replacement receipts. Based on recent trends, these are 
between £600K and £1m per annum. 

7.2 Human Resources 

7.2.1 Delivery will be undertaken using existing resources 
 

7.3     Legal 
 

7.3.1 The Council has the power under s.111 Local Government Act 1972 to do anything 
(whether or not it includes lending money) that is conducive to it delivering its 
functions.  In this case, the Council has a housing function and a need to increase 
affordable housing delivery.  Consequently, the Council would have the power to 
offer on-lending for that purpose. 
 

7.3.2 There is a need to consider any state aid implications.   State aid needs to be 
considered whenever the Council is entering into an arrangement which, on the face 
of it, confers a financial advantage to another individual or organisation.  There are a 
number of criteria that need to be considered when deciding whether or not an 
arrangement amounts to state aid.  Whilst in this case, there is an argument that the 
arrangement might not meet the state aid criteria, it is far from certain as the EU has 
frequently set a very low threshold when finding that state aid rules are engaged.  For 
this reason, even where there is a possibility that state aid might not be engaged, it is 
always recommended to find other options that would allow the arrangements to 
proceed.   

 
7.3.3 When it comes to social housing, this is generally accepted by the EU as being a 

service of general economic interest (SGEI).  It is considered that would be the case 
with most, if not all, of the registered providers that the Council would want to offer 
this facility to.  As an SGEI, there are 3 methods of granting state aid without 
difficulties.  The method to be adopted depends upon the circumstances associated 
with each loan.  The method adopted also dictates some of the terms that need to be 
included in any loan agreement.  There are some financial limits associated with 
each method but, potentially, the authority could loan up to 15 million Euros to each 
recipient.   

 
7.3.4 In summary, whilst state aid might not be engaged in relation to this proposal, there 

are mechanisms for ensuring that any loan does not breach the state aid principles. 
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7.4 Health, Social, Economic and Environmental 

Have you completed and Health, Social, 
Economic and Environmental Impact 
Assessment? 

Yes ☐ No ☒ 

If yes, please confirm that it is attached 
to the report in the appendices. 

Yes ☐ No ☐ 

If you have not completed an Impact 
Assessment, please explain your 
reasons. 

A full impact assessment was carried out 
on the Housing Strategy. This report is 
concerned with the mechanism by which 
the Strategy will be delivered. 

Summary of health, social, economic 
and environmental impacts. 

As per Housing Strategy 

 

7.5 Equality and Diversity 

7.5.1 Have you completed an Equality 
Impact Analysis? 

Yes ☐ No ☐ 

If yes, please confirm that it is attached 
to the report in the appendices. 

Yes ☐ No ☐ 

If you have not completed an Impact 
Assessment, please explain your 
reasons. 

A full impact assessment was carried out 
on the Housing Strategy. This report is 
concerned with the mechanism by which 
the Strategy will be delivered. 

Summary of equality and diversity 
impacts. 

As per Housing Strategy 

7.6 Risk 

Risk Consequence Controls required 

Scheme is classed as 
State aid 

Proposal has to be notified 
to European commission 
and cannot be 
implemented until approval 
received. 

Specialist advice on state 
aids to be engaged in 
working up details of 
scheme (interest rates, 
terms of loans etc) to 
ensure compliance with 
state aid rules 

The loan facility is fully 
used up. 

Beneficial schemes cannot 
be supported and 
affordable housing is not 
delivered 

Provision is made within 
the recommendation to 
expand the scheme if 
successful. This could be 
done either from reserves 
or through on-lending. 

Uptake of the facility is 
slow 

Housing delivery does not 
match expectations 

Work with housing 
associations to ensure that 
they have the capacity to 
deliver. Widen availability 
of loans if primary delivery 
partners are unable to 
deliver 
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CONTACT OFFICERS 

Report Author – Dan Hudson. Development Strategy and Housing Manager 

 

APPENDICES ATTACHED TO THIS REPORT  

Appendix No.  

1 Summary of Affordable Housing Delivery 

2 Proposed changes to Housing Capital Budgets 

 

BACKGROUND DOCUMENTS AVAILABLE 

 

Name of Background 
document 

Where it is available  

 

SLDC Housing Strategy 2016 

 
https://www.southlakeland.gov.uk/media/2850/housingst
rategy-2016-pdf-2.pdf  

 

TRACKING INFORMATION 

Assistant 
Director 

Portfolio Holder Solicitor to the 
Council 

SMT Scrutiny 
Committee 

27/11/2017 27/11/2017 17/11/2017 23/11/2017 10/08/2016 

Executive 
(Cabinet) 

Committee Council Section 151 
Officer 

Monitoring 
Officer 

13/12/2017   17/11/2017 17/11/2017 

Human 
Resource 
Services 
Manager 

Leader 

 

Ward 
Councillor(s) 

 

  

17/11/2017 27/11/2017 NA   
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