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1.0 Expected Outcome 

1.1 To commence operation of the housing loans scheme, to set out the principles by 
which the scheme will work, to agree in principle the Heads of Terms to be offered to 
housing associations utilising the loan facility. The aim is to deliver in areas where 
there are high affordable housing needs and where conventional means of affordable 
housing delivery – through market housing schemes – will not deliver. 

2.0 Recommendation 

2.1 It is recommended that Cabinet:- 

(1) Approves in principle the commencement of the South Lakeland 
Affordable Housing Loan facility in accordance with the principles set 
out in this report for the sum of up to £6m previously agreed by Cabinet 
in December 2017; 

(2) Approves that the Council indicates its willingness to increase the 
amount of the available loan facility from £6m to £15m, subject to  
delivery of the £6m programme, the submission of satisfactory and 
robust evidence of the potential to significantly increase the scale and 
pace of delivery of new affordable housing through the scheme, and 
further approval from Cabinet and Council; 

(3) Authorises the Director (People & Places) in consultation with the s.151 
officer and Portfolio Holders for Housing, People & Innovation and 
Finance, to approve drawdowns from the £6m facility in accordance 
with the agreement between the parties; and 

(4) Requests regular progress reports on the scheme and associated 
delivery. 

3.0 Background and Proposals 

Background 

3.1 Members will recall that Council considered a report in December 2017 on Affordable 
Housing Delivery Options. This followed on from earlier proposals to establish a 
Housing Development Vehicle called Landpro with one or more housing 



associations. Subsequent to that, due to changes in the policy and finance landscape 
and increased development activity by housing associations, those housing 
associations who had expressed an interest in Landpro considered that a loans 
scheme was a more efficient and cost effective means of enhancing housing 
delivery. 

3.2 In December 2017, Cabinet resolved to  

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; 

   Cumulative underspend from 2017-18 (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. The scheme will facilitate delivery, generate revenue for the 
Council through repayments and ensure that resource put into housing enabling can 
be recycled to promote further delivery.  

3:3 The December 2017 report stated that, subject to approval in principle, the detail of 
the scheme’s operation would be developed and reported to Cabinet for approval. At 
that time, the loans facility was not specific to any particular housing association.  
Despite publication of the loans facility, the only housing association or social 
housing provider that has contacted the Council seeking to enter into discussions 
regarding the terms for such a loan is South Lakes Housing.  

3.4 Since December 2017, South Lakes Housing has, in discussion with SLDC, been 
developing a programme for delivering housing in more constrained areas such as 
the Lake District National Park. The proposed programme has been submitted to the 
Council for consideration and, in principle, the Council is content that the proposals 
will assist in boosting the supply of affordable housing in areas where there is an 
identified need. SLDC has also supported the allocation of a number of potential 
housing sites through the Lake District Local Plan process. It is seeking to promote 
the delivery of these through its housing enabling role. The loans scheme is an 
important tool to help to bring this about.   

3.5 Discussions with South Lakes Housing have included discussions regarding draft 
Heads of Terms which provide security and comfort to both parties.  Although they 
have not yet been agreed, discussions are reasonably advanced and there are just a 
small number of points where agreement is outstanding. 

 Proposals 

Proposal from South Lakes Housing 

3.6 To deliver the full programme proposed by South Lakes Housing, the initial facility of 
£6m would require additional funding of £9m (total of £15m). Further funding will 
depend on the success of early pilot schemes. If members wish to support further 
lending over and above the £6m, this will need to be done either through reserves or 
through on-lending (The Council is able to access finance through the Public Works 
Loan Board).  Further approvals from Cabinet and Council would be required to 
proceed with additional lending.  At this stage, there is no evidence as to the capacity 
of any housing provider to deliver the full programme, therefore it is proposed that 
progress regarding any loan facility above £6m will be subject to further discussions 
and agreement.  It is reasonable to say that any loan facility will be offered to the 
wider social housing market although, once funds have been committed, such 
opportunity will no longer exist.  



3.7 South Lakes Housing has identified a total of 21 sites with a potential capacity to 
deliver 294 dwellings. Of these sites, 18 are confirmed as available. All are either 
allocated or proposed for allocation in the Lake District National Park Local Plan. 
SLH state that they are confident that from this list of sites, a programme of 120 new 
affordable homes, primarily focused on towns and villages in the South Lakeland part 
of the Lake District National Park, can be delivered. Approximately three quarters of 
the homes will be for affordable rent and a quarter for shared ownership, however the 
tenure split will be refined and agreed as the programme is developed. The aim is to 
deliver in areas where there are high affordable housing needs and where 
conventional means of affordable housing delivery – through market housing 
schemes –may not deliver because of viability and planning policy issues. This 
effectively means outside the main urban centres of Kendal and Ulverston. 

Operation of Scheme 

3.8 From the information provided by South Lakes Housing, the initial £6m approved in 
December 2017 will support delivery of approximately 48 new affordable dwellings. In 
principle approval is already in place for the initial £6m following the Council decision 
in December 2017.  The scheme will be used to support affordable housing delivery 
outside the main settlements of Kendal and Ulverston and the schemes supported 
will be expected to supplement the housing provider’s main development 
programme.  

3.9 In order to reduce the risk to the Council, it is intended that the £6m will not be 
advanced in one lump sum but, rather, will be advanced in smaller sums following 
receipt of a drawdown request from a housing association.  Such drawdown request 
will only be approved in relation to any completed schemes (effectively freeing up 
other funding for the housing provider to invest in other schemes) where a practical 
completion certificate has been issued.  In addition, the Council will seek security by 
way of a charge over those properties to which the loan relates. 

3.10 The intention is that the loan will be repaid on an annuity basis with semi-annual 
payments (6 monthly).  In addition, it is intended that further repayments will be made 
using any capital receipts received by the housing provider from the schemes 
delivered/partially delivered by the loan facility.  For example, if any shared 
ownership properties are “staircased”1, then the capital receipts will be applied to 
repay some of the loan.  Likewise, if any properties delivered by the loan facility are 
sold subject to the Right to Acquire, the capital receipts will be used to repay part of 
the loan.  The loan term is anticipated to be 30 years with any outstanding balance 
being repaid by no later than the end of that term. 

3.11 Drawdowns will be for a minimum of £250,000 per scheme.  It is currently proposed 
that the interest rate applying to the loan will be at the fixed rate of 2% per annum 
and will be paid semi-annually in arrears.  This applies to the initial £6m loan which is 
anticipated to be expended within 2 years from the date of first draw down.  The 
tenure mix of each scheme will be agreed on a scheme by scheme basis with each 
scheme being scrutinised for viability, deliverability (including timetable of securing 
appropriate consents) and value for money (including funding from other sources 
such as Homes England).  Each drawdown will be made subject to a legal 
agreement. 

3.12 Any loan sum over and above the in principle approval given in December 2017, will 
be subject to further Member approval.  Should the scheme be successful, a report 
will be presented to Members to consider increasing the loan facility to £15m to 
further increase delivery of affordable housing.  

                                                
1
 Staircasing means the ability of an individual who has purchased a property on a shared ownership 

basis to purchase additional shares of the property up to, potentially, 100% ownership. 



4.0 Consultation 

4.1 This proposal represents the outcome of a long, ongoing and detailed engagement 
with social housing providers and, in particular, South Lakes Housing to arrive at a 
programme that can be supported. A number of meetings engaging officers from 
housing and planning, finance and legal services and representatives of South Lakes 
Housing have taken place and various draft proposals considered and refined.  

4.2 Although some final details are outstanding from South Lakes Housing, this current 
position represents a programme that is capable of being supported by the Council, 
subject to reaching agreement on those final points. 

4.3 Although, at the moment, South Lakes Housing is the only housing provider that has 
entered into discussions with the Council regarding the housing loan facility, and 
whose board has approved the principles of a loan of this nature, it is intended that 
this offer is open to other providers who are prepared to agree to the terms set out 
above.   

5.0 Alternative Options 

5.1 The option exists to commit to a full programme of £15m of support for a programme 
delivering approximately 120 houses without a requirement for scheme by scheme 
drawdown. This would give greater certainty for the housing provider(s) but would 
result in less control over delivery and pose a greater risk to the Council.  

5.2 The option exists to not proceed with the loans facility. This would free up the £6m to 
be spent on other priorities. However it would impact significantly on affordable 
housing delivery, particularly in rural parts of the District with high affordable needs 
and limited opportunities to address these through conventional means of affordable 
housing delivery.  

6.0 Links to Council Priorities 

6.1 Council Plan – key element of delivering 1000 affordable homes for rent target. 

7.0 Implications 

Financial, Resources and Procurement 

7.1 The financial implications form part of the report. The Budget Report considered later 
on this meeting’s agenda includes the £6m as allocated to affordable housing funded 
from the Right to Buy Receipts over 2019/20 and 2020/21. Further SLDC funding will 
be dependent on more detailed information regarding the business case for 
schemes, to include the potential for enhanced Housing England contributions, and 
delivery of the housing totalling £6m over the two year period or earlier if achievable. 
Future budget reports will include any updates regarding any progress made.   

Human Resources 

7.2 Serviced through existing housing, finance and legal staff resource at the present 
time. New processes to be reviewed through Customer Connect service re-
engineering. 

Legal 

7.3 The Council has the power to offer a loan to social housing providers to increase the 
delivery of affordable housing.  Such powers are derived from the Localism Act 2011 
and other enabling statutes. 

7.4 If any loan is provided at an interest rate that is below market rate, it is likely that it 
will amount to State Aid.  In order to consider if State Aid rules apply, there are five 
tests to consider; they are as follows:- 

 Is the funding from State resources?  



 Is a selective competitive advantage given to the recipient?  

 Is the recipient an economic undertaking?  

 Does the aid distort, or have the potential to distort, competition?  

 Does the aid affect, or have the potential to affect, trade between Member States of 
the EU?  

 

Although the answers to all questions will depend upon the nature of the recipient’s 
undertaking, it is likely that state aid will be engaged.  To ensure that any such state 
aid is given lawfully, the parties will need to enter into agreements which ensure 
compliance with the State Aid rules.  There are various exemptions which may apply 
to state aid depending upon the amounts being loaned.  Each loan will be considered 
on a case by case basis to ensure that any financial assistance is given properly.  

7.5 As well as state aid considerations, it is necessary for any loan offered to be secured 
by way of a legal loan agreement.  Such agreement will need to be drafted to ensure 
that any risk to the Council is minimised and, as best as possible, to gain security for 
any loan so that, in the event of the recipient encountering financial difficulties, the 
Council’s will be able to recover the sums loaned.  Members need to be aware, 
however, that such a scheme is not entirely risk-free and, consequently, Members 
need to be satisfied that the benefits of this scheme are such that they outweigh the 
potential risk that the Council may not be able to recover its entire investment. 

7.6 This arrangement is one way in which affordable housing delivery can be increased.  
Another option is to enter into a special purpose vehicle (SPV) with a housing 
provider(s) of choice.  This would require the formation of a legal entity which would 
be act as an independent operation.  The benefits of such an arrangement are that it 
would be able to operate on a more commercial basis, it results in a more committed 
relationship between the parties, the financing options could, potentially, be less 
restrictive and, depending upon the nature of the SPV, the properties would not be 
subject to the right to acquire.  The disadvantages of such an arrangement are that 
there would potentially be a need to comply with legislation regarding companies, 
such arrangements are less easily dissolved and there would be a need to agree 
how such a SPV would be staffed.  Furthermore, the parties to such an arrangement 
would need to be satisfied that they had shared objectives and were comfortable that 
each party entered into the arrangement with equal commitment. 

Health, Social, Economic and Environmental 

7.7 The health, social, economic and environmental aspects of new housing delivered 
through the scheme will be assessed through the planning process. The impacts of 
the development of allocated sites will already have been assessed though Local 
Plan sustainability appraisal processes 

Equality and Diversity 

7.8 New affordable housing delivered through the programme will be allocated in line 
with the Council’s existing housing allocations policy through Cumbria Choice which 
has already been assessed for equality and diversity 

Risk 

Risk Consequence Controls required 

Housing is not delivered or not 
delivered on the anticipated 
timescale 

The Council’s priority of 
delivering affordable 
housing is not achieved. 

Regular reviews to ensure 
the scheme is on target 
and that any deviation 
from agreed timetable is 
within a reasonable range. 



Risk Consequence Controls required 

 

Loan is not repaid 

Non-repayment of the loan 
would result in a loss of 
resources available to the 
Council. The £6m loan will 
be financed from capital 
reserves with a key 
principle being the ability 
to recycle the funds, once 
repaid, to fund future 
capital schemes. If the 
loan is not repaid the 
funds would no longer be 
available for this purpose. 

For each scheme, the loan 
will be drawn down after 
the development is 
complete. The loan will be 
secured on new dwellings 
within the scheme. 
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