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Business Plan 2020 - 2022 

 
Proposal 
 
The housing company (name to be confirmed) ("the Company") is the Council’s 
wholly owned company that will specialise in lettings and developing housing for 
market rent. The Company will be a commercially driven vehicle looking to maximise 
profits and income back to the Council, assisting the Council in delivering additional 
housing where the need arises, and the opportunity presents itself. 
 
Many other councils have already established such companies and in preparing this 
plan examples of good practice have been reviewed and where appropriate used to 
support the proposal.  
 
The Company will predominantly provide housing at an affordable rent whilst also 
having the ability to develop housing for the open market either independently or via 
joint venture arrangements with other partners. In addition, a proportion of properties 
developed may be retained for private sector market rental and holiday lets subject 
to the market interest. 

 
The key benefits to establishing the Company and adopting this approach are; 
 

 Increase the supply of homes in Allerdale and meet wider housing demand 

 Increase investment in regeneration 

 Bring empty homes back into use 

 Generate a source of long-term revenue and realisable capital assets for 
the Council 

 
The Company will be a wholly owned company with the Council as the single 
shareholder. The relationship with the Council will be based on an arms-length 
commercial footing and the Council will act as both equity investor and funder to the 
Company supplying working capital and development finance (on commercial terms) 
for the development and acquisition of sites. 
 
The Council, to begin with, will provide sites and loan finance to fund construction 
where schemes have demonstrated commercial viability through the Company’s 
financial model and will deliver a sound return on investment to the Council as 
shareholder. 
 
As shareholder and debt provider the Council will receive: 

 A margin on the debt funding provided to the company 

 An equity stake in the company that can be sold to a third party if and when 
required 

 A Shareholder dividend from the equity investment 

 The benefit of capital growth in the portfolio over time  

 Cash windfalls where market conditions are commercially advantageous 
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There are two key elements to the development of the Company; Phase 1 focuses 
on the delivery of seven residential units across three properties in year 1 and phase 
2 will centre on the completion of a full review and evaluation of 19 sites which offer 
the potential for a further 357 properties for development. This business plan focuses 
on phase 1 and covers the next two financial years (20/21 and 21/22).  
 
 
Background 
 
Planning future delivery around austerity measures is a significant challenge and as 
a strategic housing authority the Council must consider how best to meet future 
housing demand. We recognise the need to ensure work we do with other partners, 
developers, agencies and registered providers of social housing adds value and is 
an excellent service. 

 
Whilst the ownership, management and maintenance of our former stock was 
transferred to Derwent and Solway Housing Association in 1999, we have retained 
our core strategic functions covering Housing Options and Homelessness, Housing 
Strategy, Disabled Facilities Grants, Private Sector Housing Enforcement, Housing 
Needs and Affordable Warmth. 
 
The housing situation in parts of Allerdale is similar to many other places in the 
country; there are simply an insufficient number of homes for the increasing number 
of people who need them. In particular, the lack of affordable homes in certain areas 
of the borough has hit many families hard; families made homeless as a direct result 
of high housing costs, and families unable to afford to rent or buy a secure home of a 
decent standard, have no alternative but to remain in unsuitable accommodation. 
 
The Council has facilitated 404 affordable homes over the past five years, but there 
has been under-delivery against the local plan housing target. Action is required to 
ensure that more homes are developed. Delivering new homes will be challenging 
but is a key priority for the Council. 

 
Most recently the Council has seen an increase in the number of homeless and 
existing resources are being stretched with Bed and Breakfast accommodation 
having to be used on a more frequent basis. This is unsettling and disruptive for 
homeless households and is unsuitable for long periods of time. Furthermore, the 
use of B&B accommodation is very expensive for the Council. 

 
Over recent years there has been a gradual increase in the number of long-term 
empty homes across Allerdale. They encourage vandalism, anti-social behaviour 
and degradation, as well as providing an eyesore for surrounding residents and 
communities. The Company will be well placed to support the Council to reduce the 
numbers further. 

 
As the private sector leads delivery, the strength of the housing market and sales are 
the biggest factors that determine where and the rate at which housing is delivered. 
Certain areas such as Workington (Stainburn and Harrington), Seaton, 
Cockermouth, Wigton, Dearham and Great Broughton are seeing strong delivery 
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whilst other areas such as Maryport, Aspatria, Silloth, Abbeytown, Broughton Moor, 
Kirkbride and Prospect are seeing weaker delivery. 
 
Developers raise concerns of viability in these areas and slower sales and thus build 
out rates that increase risk. Therefore, whilst the market will largely take care of itself 
in certain areas there is a need to take a different approach in areas that private 
house builders are currently not active.  
 
 
Council Strategy 2020-2030 
 
Most recently the Council has adopted a new Council Strategy 2020–2030 that has 
been informed by the Council’s political aspirations, financial position, feedback from 
engagement with the public, partners and staff, other policy drivers and performance. 
This is the key policy document for the Council, providing the framework for all 
Council activity. 

 
The Strategy includes six priorities as set out below. It is recognised that although 
each of the priorities is listed as an individual area, there is significant inter-
relationship and inter-dependencies across all of them. The six priorities are:  

 A financially secure council  

 Outstanding local services  

 Thriving towns and villages  

 Invest to grow  

 A cleaner, greener Allerdale  

 Resilient communities  
 

Allerdale Housing Strategy 

The Council has also recently refreshed its Housing Strategy 2016-2021 which 
contains two key priorities;  

 Building stronger and healthier communities  

 Provide quality places to live.  

 

These strategies continue to ensure that housing is a key priority for the borough, 
and a refreshed Delivery Plan looks to support the work needed to address housing 
issues and challenges across Allerdale. 

 

The delivery plan outlines actions required to deliver housing priorities and will see 
the Council work collaboratively with key partners, developers and providers. Some 
key areas of focus where the creation of a housing company will provide support 
include:  
 

 Support households who are financially challenged  

 Make use of council assets to deliver housing  

 Directly intervene in the housing market to deliver housing which is 
appropriate to local incomes.  

 Bring empty homes back into use.  

 Improve living conditions. 
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 Seeking opportunities for housing growth.  

 

Recent market research undertaken by the council’s strategic support team in 

developing the refreshed housing strategy highlighted areas where the formation of a 

housing company can support the councils housing aims. Key comments include: 

 Buyers and renters are there, but there is a lack of properties becoming 

available to buy/rent 

 Need for affordable housing across Allerdale 

 Keswick, Braithwaite and Portinscale are the most popular areas within the 

LDNP and within the Allerdale boundary 

 All of the property agents that we have spoken to about Keswick, Aspatria and 

Silloth have advised us that there are limited private rental properties 

available. This is backed up by desk-top research.  

 In Keswick approximately 10 people are applying for every property that 

comes onto the market. 

 Young people are unable to leave the family home because of the lack of 

rental properties. 

 There is a need for further large-scale affordable rental development in 

Keswick. 

 There are few Registered Providers (RPs) to draw upon to delivery affordable 

housing due to mergers in the area. 

 The Council needs to ensure house types, design standards and quality is not 

overlooked at the expense of volume construction. 

 There’s not enough of the right type of homes in the right place (e.g. older 

person provision and the impact of super aging population) 

 Take a more proactive approach to intervening in the housing market. 

(Housing Company progression, taking action regarding empty homes, 

making use of the Council’s enforcement powers to bring unfit properties back 

in to use, focus of regeneration of areas, research around second homes 

restrictions on new build etc.). 

 Greater demand for social rented housing and less accommodation available. 

Housing Need and Demand 
 
Evidence from the 2016 Housing Study shows that the population of Allerdale overall 
is relatively unchanged. However, by 2037 it will see a predicted shift in the age 
profile, with 33.3% of all residents being aged 65 and over and a corresponding 
population decline in the 15-64 age group. A household income of £40,000 is 
required to afford a home that costs on average £140,000 in Allerdale. However, the 
Office of National Statistics annual survey 2015 suggests that the average 
household earnings in Allerdale is £26,325, making it difficult for residents to afford 
to buy a home. There is insufficient stock of affordable housing across all tenures to 
meet demand within the Borough.  
 
The Local Plan sets a target to deliver 5471 homes (304 per year) by 2029. This 

level of growth is aspirational and predicated on an increase of the local population 
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beyond that anticipated from long-term forecasts. To put the Local Plan target in 

context the Government standard formula for assessing housing need, based on 

population growth, would result in an annual target of 125 or 1,875 homes for a 15-

year Local Plan period (this includes the National Park).  

 
Private Sector Housing Stock 
 
In Allerdale two fifths of dwellings in the private sector were constructed before 1919, 
this is higher than the national average. The proportion of dwellings built post 1990 is 
also below the national average. 
 
This pre-1919 housing stock plays a significant factor in the condition and decency of 
homes within the borough. Whilst the overall condition of the housing stock has 
significantly improved since 2011, there are still 22% of dwellings which fail to meet 
the Decent Home Standard. 
 
Private Rented Sector has seen an increase from 9% of housing stock in 2011 to 
11.3% in 2016. Lower than the national average. 
 
The number of households in fuel poverty remains an area of concern. Allerdale has 
a high proportion of hard to treat dwellings along with a high percentage of properties 
not on mains gas therefore we need to be committed to tackling fuel poverty.  
 
Choice in Social Rented Housing 
 
Social rented housing in some cases is the only option for some households living in 
the borough. Allerdale has seen the merger of four of its larger Registered Providers 
in the last 18 months, thus reducing the number of social housing providers 
operating in Allerdale. At the same time, new registered housing providers are keen 
to work in the area offering different models of affordable housing such as providing 
properties for shared ownership. However, household's choice in the social rented 
market is limited and to only one or two providers in some areas. 
 
Choice in the Private Rented Sector 
 
In Allerdale the private rented sector equates to only 11% of the overall housing 
market. We often see that where households are unable to access social rented 
housing the private sector is often their only option of housing, particularly following 
incidents of financial difficulty, abuse, domestic violence, family breakdown, or 
substance addiction. 
 
Private rented properties are not always available to those in receipt of universal 
credits, or other forms of welfare support. Such tenants are more likely to be living in 
worse conditions and are least likely to report them for fear of eviction.  
 
The sector can support those wishing to move into the area for short-term 
employment, particularly for large private sector projects or those working in the 
nuclear sector. Evidence indicates that private sector housing in the more desirable 
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areas has been acquired for workers on these projects and inflated rental prices in 
those places. 
 
Market conditions and uncertainty 
 
Since 2016, the housing market has been relatively steady and buoyant across 
Allerdale. However, since August 2018 the market is showing signs of slowing down 
on some new developments and within the second-hand market in certain areas. 
The slowdown appears to focus on the higher and lower value homes, whereas the 
mid-range housing market appears to remain buoyant. This could be a result of 
uncertainty around job security, over development in some areas, developers relying 
on local households to buy their product and struggling to attract people from outside 
the area. 
 
Additionally, there is some anecdotal evidence that Brexit uncertainty is also causing 
concern amongst households, who may be holding back on buying or selling homes. 
 
Current Market Conditions 
 
The government’s recent changes to the right to buy rules has seen housing supply 
reduce even further with Registered Providers (RPs) now included in this new 
government’s legislation many developments created by RPs have slowed whilst 
they reconfigure their company’s business plan to allow for the new legislation. 
 
 
The Company’s Approach 
 
The Company’s approach in the first phase will be to focus on developing high 
quality developments that are maintained and managed to a good standard.  
 
Allerdale has a very underdeveloped market for corporately run private rented stock. 
Focusing locally to start with will allow the Company to establish a branded product 
that is recognised for quality through reputation. 
 
The Council will provide debt finance to the Company at a state aid compliant rate 
and also invest equity in the Company to enable the Company to become 
established. The Company will only request finance as and when needed to ensure 
no additional borrowing charges are incurred. 
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This business plan covers two financial years and outlines the development pipeline 
that the Council will allow the Company access to. There are two key elements to the 
Plan; Phase 1 focuses on the delivery of seven residential units across three 
properties in years 1 and 2. Phase 2 centres on the completion of a full review of a 
further 19 potential opportunities with the ability to deliver up to 357 units. These 
phases are outlined below. 
 
Phase 1 
 
With an initial focus on bringing empty properties back into use a number of buildings 
have already been identified as Council assets requiring intervention and a 
programme of works undertaken for Phase 1. It is proposed that the following assets 
are transferred to the Company:  
 
18 Otley Road, Keswick (230m2) – currently vacant commercial property owned by 
the Council. In its current state the Estates Department value the property at £90,000 
should it be sold on the open market however; planning permission is currently being 
sought to convert the property into four single dwellings. The property could then 
either be sold or let on the open market as affordable accommodation. A 
construction budget of £130,000 has been allocated to the project. 
 
It is proposed that the property is transferred to the company on the 1st April 2020 
along with the development budget to convert the building into residential use. The 
property will be ready to let from the April 2021. 
 
In Keswick there is an undersupply of good quality long term rental accommodation 
and therefore this is the preferred mode of operation. At the time of writing only two 
properties were on the market; a one bed flat for £450 pcm and, a two-bed detached 
house for £1,300 pcm. It is proposed that the management of the property be 
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undertaken by an appropriate letting agent for the first year after which this could be 
taken back in house. 
  
Local Letting Agents confirm the need for good quality long term lets and state they 
regularly turn down enquirers due to a lack of available accommodation.  
  
Annual management charge, void rent loss, rent arrears and repairs would be 
approx. 25% of rental income with the company retaining the remaining 75%. 

 
High Street, Maryport (110m2) – this property is a former toilet block and following a 
full feasibility study undertaken by the Council was converted by the Council into two 
one bed flats last year. The properties are ready to let, and it is proposed these 
properties are transferred to the Company on the 1st April 2020 and the management 
of the property be undertaken by an appropriate letting agent for the first year after 
which this could be taken back in house. 
 
Advice from Local Letting Agents and Housing Need data confirm the need for good 
quality long term lets. 
 
Annual management charge, void rent loss, rent arrears and repairs would be 
approx. 25% of rental income with the company retaining the remaining 75%. 
 
Lodore, Borrowdale – vacant toilet block - previously the Council agreed to sell 
via public auction due to the need to invest in their repair and difficulty in maintaining 
them given their location. Due to issues with the title to the land at the rear this site 
did not go for sale and subsequently officers, whilst undertaking a review of council 
assets for housing potential, deemed that the property had the potential to be a 
revenue source for the Council whilst maintaining a public toilet offer in this popular 
tourist destination, subject to a relatively small amount of investment.  
 
Because of the attractive prime rural setting of the building and feedback from 
holiday agencies operating in the area, the proposal is to convert the existing 
building into a bothy style holiday unit comprising open plan ground floor with 
kitchenette and bathroom with bed deck over. In addition to this a new self-contained 
unisex DDA compliant public toilet will be constructed on the side of the building.  

 
The rationale for the proposal is to retain a sustainable public toilet offer in 
Borrowdale, whilst bringing a redundant building back into use and providing the 
council with a source of revenue and also adding value to its asset. The property will 
be ready to let in February 2021. It is also proposed that the management of the 
holiday let be undertaken by an appropriate letting agent for the at least the first year 
to establish the property ‘in the market’ after which this could be taken back in 
house. Cleaning etc. would be carried out by an external subcontractor. 
 
An initial viability exercise has been undertaken which indicated an overall project 
costs of £44,500. An internal capital bid for this sum has been submitted for approval 
and it is proposed that this along with the property are transferred on the 1 April 
2020. An estimated gross revenue receipt of £28,000 pa based on a comparable 
weekly accommodation rates of an average of £700 per week and 40 weeks/pa 
lettings.  
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Current viability models and a high-level income/expenditure position for all 
properties is shown in appendix A 
 
Phase 2 - Future Pipeline 
 
It is assumed that this will be a long-term commitment on the part of the Council and 
therefore we have undertaken an initial trawl of the Council's current assets for sites 
which offer the potential for residential development. Some of these sites are empty 
or redundant buildings, vacant land or land /building drawing towards the end of their 
economic life in their current use. 
 
Whilst Phase 1 assumes the properties plus allocated budgets will be transferred to 
the Company as the Councils equity input, against which the council would receive a 
dividend on its shareholding, Phase 2 envisages a market transaction basis, with 
properties transferred at market value and paid for using funds loaned to the 
company by the council on commercial terms.  
 
All sites have been reviewed on the basis of their ability to deliver a range of unit 
types and offer stock for both the rental and open market sale markets. The net 
result is a potential pipeline of; 
 
 
 
 
 
 
 
 
 

      
This table shows the total number of units, costs and revenues, based on developing 
19 identified sites all in the ownership of the council, the full breakdown of locations 
and unit types is shown in appendix B 
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These Phase 2 sites offer the potential for the Council to deliver up to 357 units. The 
sites have been modelled on the basis of 100% retention, LHA rent level appropriate 
to the unit accommodation, and a unit mix as suggested by the latest Housing Study 
demand indications. Land valuations have not been taken into account at this stage. 
An ‘all-in’ build cost of £125 per sqft has been applied. These costs may vary once 
detailed due diligence is undertaken on each site, but currently the costs are 
estimated at £38,701,030, and will give a rent revenue of £1,725,398 pa. Showing an 
initial return on cost of 4.45%. Construction inflation varies over time and this will 
need to be considered further and reviewed once prices are returned through the 
procurement process. If cost trends fall out of the current envelope, the model will 
need to be reviewed and revisions made as appropriate. 
 
Based on an average build rate of 30-35 units pa, these sites provide a 10-12 year 
pipeline and thus suggest a phased delivery programme dependant on the funding 
route taken.  
  

The Council will have the ability to transfer other smaller sites and one-off properties 
into the Company. These sites may be properties declared surplus and /or land 
deemed to have the potential for residential development.  
 
Market Sale 
 
The Company may sell a proportion of the units in some developments or some of 
the sites, once value has been added via the planning process, if it feels the 
opportunity is more appropriate to open market housing, to boost the company’s 
balance sheet by paying debt down more quickly. If the opportunity presents itself in 
the market where the Company can sell properties off at peak values, this will be 
considered and presented to the Council on a development by development basis. 
 
High Quality Management 
 
The Company will be committed to providing a high quality management service to 
all customers. Objectives are to improve the quality of rental homes, ensuring that 
customers are happy with the service and the word spreads quickly across our target 
market. The Company will manage the lettings process ensuring that all customers 
are vetted and the product is not compromised by poor processes from the outset. 
 
Rents/Tenancies 
 
Rents will be set at either affordable or market rates in the model and increased only 
by inflation each year which is likely to be the stance the company takes to ensure 
customers get a fair and transparent rental product. 
 
In the initial 12-month period local lettings agencies will be used to manage 
tenancies. 
 
The Company will be an exemplar landlord and ensure all customers have assured 
shorthold tenancy contracts for the specified period and notice periods that allow the 
tenant enough time to move. The company may offer incentives for prospective 
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tenants and tenants coming up for renewal and will work with the Credit Union to 
support tenants struggling with finances. 
 
Sales 
 
The business model is based on developing a long-term rental product and open 
market sales. Sales are built into the viability model to ensure more debt is repaid 
earlier so the Company is under less strain from debt recharges and produces a 
dividend earlier. However, changes in the market may also require the Company to 
sell some units in positive and negative market changes. Positive- if the market 
peaks and the opportunity presents itself for a dividend to be given back to the 
Council. Negative - or the market slumps and the sale of units is required to ensure 
cash flow of the Company is protected. 
 
Asset Management Strategy 
 
The Council has historically disposed of surplus sites in order to generate capital 
receipts for re-investment within the Council. Several Local Authorities across the UK 
are looking at models for investment that would see them generate an ongoing 
revenue stream from the land assets rather than earning a one-off capital receipt. 
This approach is driven by a need to generate revenue to protect the delivery of 
services against the backdrop of central government cuts to operating budgets and 
redress the loss of housing stock as a result of right to buy. Setting up the Company 
and allowing the Company to develop surplus sites is part of a wider strategy 
intended to deliver a revenue stream to the Council.  
 
The Asset Management Strategy will be to maintain the stock to a good standard to 
ensure tenants are kept happy, the assets are always in an attractive condition and 
up to date with the most modern features to attract renters. To retain its status, the 
Company will develop: 

 A highly responsive repairs and maintenance service allowing customers to 
report online and having a repairs response line active for the longest period 
of the day possible. 

 Planned preventative maintenance, ensuring facilities do not fall below an 
acceptable level before being serviced, this also avoids higher costs further 
down the line when the product fails. 

 Annual inspections of properties to ensure the terms of the tenancy 
agreement are being adhered to, to spot early any condition issues and 
breeches of tenancy. 

 
Tax and VAT Advice in relation to the Housing Company 
 
Generally, limited companies are considered not to be the most tax efficient vehicles 
for investment by local authorities, as local authorities do not pay corporation tax 
whilst a limited company pays corporation tax on its profits and can only declare 
dividends out of its net-of-tax profits. 
 
However, the Council will be able to make management charges, to the Company, 
for staff time and costs, the company will be able to deduct such costs from profits 
before tax. In terms of VAT, the Company will be unable to recover VAT for repairs in 
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the way the council does. Renting properties is an exempt activity for VAT purposes, 
however landlords pay VAT on repairs. The company would also be liable for council 
tax on any void periods. Stamp Duty Land Tax (“SDLT”) on land transfers: SDLT is 
payable on transfer/disposal of land. Where the purchaser of land is connected with 
the vendor SDLT is payable on the market value of the land (or the consideration 
given if higher). 

 
The Company may well be “connected” with the Council on the basis that the 
Council controls it. However, it might be possible to obtain group relief from SDLT in 
respect of the land transferred to the company from the Council. Two companies (or 
in this case the LAPC and a body corporate (the Council) will be in the same SDLT 
group if one is the parent of the other. 

 
A company is the parent of another if it is the beneficial owner of at least 75 per cent 
of the ordinary share capital of the other and it is beneficially entitled to at least 75 
per cent of any profits available for distribution. As the Council is proposed to be the 
sole shareholder of all of the paid-up share capital, SDLT group relief should be 
available so there would be no SDLT payable on land transfer from the Council to 
the Company. 
 
Legal Form of the Company, Procurement and Teckal Exemption Status 
 
The Company will be established as a 100% wholly owned Local Authority Trading 

Company (LATCo) that has the legal form of a company limited by shares.   

From a procurement perspective, the new Company should, as a wholly owned 
subsidiary of the Council, be treated as a contracting authority for the purposes of 
the Public Contracts Regulations 2015 and, therefore, the Company will operate 
within the same limitations as the Council. 
 
Once established, the Company will require support from the Council’s resources, 
documented through Service Level Agreements, and the Council and Company may 
enter into a Management Agreement. 
 
European case law established an exception (commonly known as the Teckal 
exemption) from the normal application of the Public Contracts Regulations where 
authorities award contracts to an “in house” provider. The exemption is relevant 
where an authority sets up a wholly owned legal entity with the aim that the entity 
provides services primarily back to the authority, such as is being proposed in this 
business plan. 
 
In practical terms, this means that the Company must operate within the constraints 
of the Teckal exemption i.e. 
 

 The Council controls all of the shares in the Company and is able to exercise 
effective day-to-day control over its affairs. This is achieved through the 
Council’s prescribed governance structure and contract management 
arrangements, which the Company will support and fulfil. 
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 The Company must be able to demonstrate that at least 80% of its activity (in 
effect turnover) is conducted on behalf of the authority. This is consistent with 
the Company’s Mission but does not preclude it from pursuing other activities 
so long as they remain of marginal significance. 

 
State Aid compliance 
 
State Aid is financial assistance given by public authorities to companies or other 
organisations that has the potential to distort market competition. 
 
To mitigate the risk of aid being deemed as unlawful, all dealings between the 
Council and the Company must be on a proper commercial footing and treated as 
effectively ‘arms-length’. This includes all consideration for land, interest rates 
charged on lending made by the Council to the Company, market rents being 
charged by the Company, and charges made by the Council by way of support 
services provided to the company (such as development management, legal 
support, financial services etc.), which would be documented through the 
mechanism of Service Level Agreements. 
 
Other Statutory Requirements 
 
The Company is subject to the statutory requirements that apply to all limited 
companies. This variously includes the need to specify its ownership and directors, 
hold adequate insurance (Public Liability and Employers Liability), register with Her 
Majesties Revenue & Customs (HMRC) for National Insurance, VAT and 
Corporation Tax purposes, and to file audited accounts and other statutory returns 
with Companies House.  
 
Appropriate external advice (both legal and technical) has been taken where 
appropriate to ensure that the Company will meet its statutory requirements. 
 
Governance Arrangements 
 
The Council will hold 100% of the shares in the Company and, as such, will have full 
ownership. 

 
As a Company wholly owned by the Council, it is imperative that an appropriate 
governance structure is put in place to ensure the sound and robust management of 
the Company alongside protection of the Council’s financial and reputational 
investment in the Company. However, the governance must not hinder the Company 
and must allow it to act swiftly and pro-actively, which is essential if it is to compete 
in property transactions on the open market. 

 
The document which will underpin the governance of the Company will be its articles 
of association which will document issues around voting rights, appointment of 
directors, operation of the board, conflicts of interest, indemnities/insurance cover 
and financial regulations. 
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As sole shareholder, the Council will retain control of the Company through ensuring 
that certain matters cannot be carried out by the Company without the Council’s 
written consent. 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

Shareholder Function 
 
The Council, as 100% shareholder, is the ‘owner’ of the Company although the 
Company will be a separate and independent legal entity.  

 
The Council will retain strategic control over the operation of the Company through 
the right to approve a business plan (which will be reviewed and updated regularly) 
and other certain ‘reserved matters’ that reflect decisions which are important 
enough to warrant the owners’ specific approval; including entering into transactions 
of a significant scale, changing the type of business undertaken, appointing 
directors, admitting new shareholders to the Company, changing the constitution of 
the Company and winding up the Company. A sample list of reserved matters is 
attached at appendix C. 

 
The Council will exercise these powers through establishing a Shareholder 
Committee to which the Company will be required to formally report on a regular 
basis. It is proposed that the Shareholder Committee can closely resemble the size 
and composition of the Council’s Executive and should be of sufficient size to ensure 
an appropriate spread of skills and experience but not so large so as to inhibit fast 
and flexible decision making 

  
Additionally, the Council’s Overview and Scrutiny Committee and associated Task 
and Finish Groups will provide a degree of control and oversight over the operation 
and performance of the Company. 

 
Company Board of Directors 
 
The Board of Directors will be responsible for providing strategic direction and setting 
operational parameters, as well as overseeing and scrutinising operational and 
financial performance to ensure that business plan targets are met, within the 
parameters agreed with the Shareholder Committee.  

 

Shareholder 

Committee 

Housing Company 

Board of Directors 

Housing Company 

Management Team 

Overview and 

Scrutiny 

Committee 
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To ensure accountability, a clear decision-making framework will be required that 
sets out matters which will be determined by the Board of Directors and delegated 
authority which will allow decisions in relation to the day to day activities of the 
company to be made. In particular, as mentioned above this must allow the 
Company to act swiftly and pro-actively in property transactions within an agreed 
purchasing strategy in order that the Company can compete in the open market. A 
performance and financial management framework with clear targets and milestones 
– including in terms of phase 1, phase 2 and the future pipeline – will also be 
developed. 
 
To ensure that the Company can operate efficiently and effectively it will be 
important to have the appropriate balance of skills and experience and, in particular, 
the right business and commercial financial acumen. The Company will be engaged 
in property acquisition and disposal, residential and commercial development, 
management of the housing stock and provision of services to tenants. 
 
It is proposed that the Company Board of Directors will consist between 4 to 7 
individuals (with a quorum set at three Board members), to include a minimum of the 
following: 

 

 The Chief Operating Officer (COO) of the Company; 
 Two senior officers of the Council; and 

 One independent Non-Executive Director. 
 
The Non-Executive Director will be recruited to bring commercial housing and 
finance experience to the Board of Directors. They would be expected to attend 
Board meetings. The Board of Directors would delegate some functions to an 
operational management team that would include the COO and officer 
representatives on the Board. 

 
Board meeting shall be held at least quarterly on such dates as they may agree. An 
agenda for the meeting will be prepared and distributed not less than 5 business 
days prior to the meeting. Except where the information is commercially sensitive, 
minutes of Board meetings will be provided to the Shareholder Committee for noting.   
 
To start, at least one director needs to be appointed in order to enable the Company 
to be registered and basic governance arrangements and incorporation formalities 
(such as setting up banking arrangements) to be established. 

 
Company Resources 
 
As the Company develops it is anticipated that many of the services which will be 
required will be contracted out with housing management, repairs and maintenance, 
legal services for property acquisition and accounting services provided by local 
authority staff and re-charged to the Company. On this basis it is proposed that the 
existing Programme Director, Manager and relevant Programme Office staff will be 
appointed by the Company under an arm's length Service Level Agreement to 
manage the provision of the services mentioned above alongside existing duties 
relating to Maryport regeneration, with some additional resources from internal 
departments. As the property portfolio grows then this level of commitment may 
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increase, and additional staffing may be required. These will be provided on similar 
commercial terms. 
 
To avoid the burden and costs of setting up systems for the Company to employ staff 
directly (for example payroll, pension etc.), it is proposed that initially the Council will 
employ the Programme Director and Manager (and any other staff required) and 
second them to the Company initially until the Company is fully established at which 
stage the Shareholder Committee and the directors shall consider if the Company 
should employee people directly. 
 
The Council and the Company may also consider setting up subsidiary entities to 
undertake corporate joint venture opportunities. 
 
Documentation required in establishing the Company 

Alongside approving the business plan, the Company will require additional 

documentation to complete its incorporation and associated governance 

arrangements. 

It is proposed that the Company is incorporated using model Articles of Association 

that will then be amended to set the specific remit and rules governing the operations 

of the Company. The specific objects and restrictions of the Company will be 

included within these constitution documents (draft Company objects appended – 

appendix D). 

While the role and responsibilities of the Shareholder Committee, including how the 

Council as shareholder will exercise its control over the Company could be 

documented in a separate Shareholder Agreement, it is considered appropriate and 

proportionate for that relationship to be defined with reference to the business case 

and the proposed schedule of ‘reserved matters’ that makes clear which matters 

require the shareholder’s express consent. 

Loan Agreements will be used to set out the details of the funding arrangements 

between the Council and the Company. 

Appointment documentation will be required to define the identity and role of the 

council officers who will be appointed as directors to the Company. Non-Executive 

Directors with the appropriate skills will need to be recruited. A company secretary 

may also be appointed. 

The Company will also need to be supported with appropriate insurances including 

for buildings, employers liability and any public liabilities. 
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Appendix A 
 
 
 
See attached 
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Appendix B 
 
Indicative Pipeline 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

TOTAL
W'ton 

A

Silloth 

A

Silloth 

B

Wigton 

A

Maryport 

A

C'mouth 

A

C'mouth 

B

C'mouth 

C

Aspatria 

A

Aspatria 

B

Aspatria 

C

Keswick 

A

Keswick 

B

W'ton 

B

Marypor

t B

W'ton  

C

Marypor

t C
Totals

FULL SITE

Site GIA 45.04       4.8      1.4       0.5         0.2            2.0        0.34        0.40          0.6          2.0       0.75         0.75             1             1          2              2           2              1        23 

 Number of 

Properties 357     61      22     8         10        30           6            6           10         30         12         16          16         6           40      32          18       34          
     357 

Numbers and 

Size
        -   

1 bed appt 46               12        -           -              6              6            16           6        46 

2 bed house 128            21       12          8             6           10           12           16             6        12              4            21      128 

3 bed house 115            18       10            4             15           10           15        16            12         12              3      115 

4 bed house 56               10             15             5            16            10        56 

2 bed bung 12                -          -                -          12             -          12 

357     61      22     8         10        30           6            6           10         30         12         16          16         6           40      32          18       34          357    
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Appendix C 
 

MATTERS REQUIRING SHAREHOLDER CONSENT 

Set out below is a draft list of matters that the Company cannot carry out without the 

written consent of its Sole Shareholder (the Council).  The final list can either be 

included in a separate shareholders' agreement or a stand-alone list.  There are 

various options in square brackets in some of the matters to make the restrictions 

less restrictive.  

Ref Description 

A Financial  

A1 Creation by the Company of any security interest over the whole or any 
part of the Company’s assets, property or undertaking [unless to secure 
indebtedness of the Company to its bankers for sums borrowed in the 
ordinary and proper course of the Business]. 

A2 Borrowing by the Company of any [amount in excess of the figure set out 
in the relevant Business Plan] / [any sum over £[   ]]. 

A3 The Company making any loan, advance or credit (other than normal 
trade credit [and other than in relation to a wholly owned subsidiary of the 
Company]). 

A4 The Company giving any guarantee or indemnity (other than in relation to 
a wholly owned subsidiary of the Company). 

A5 Disposal by the Company of a material part of the undertaking, property 
and/or assets of the Company or the contracting so to do. 

A6 Expenditure by the Company on capital account or the realisation of 
capital assets over £[   ] in aggregate in any one year unless provided for 
in the relevant Business Plan. 

A7 The Company taking or agreeing to take any leasehold interest or licence 
over land at an annual rental in excess of £[ ] or for a period exceeding 
[one year]. 

A8 The Company entering into any contract or transaction except in the 
ordinary course of the Business and on arm’s length terms. 

A9 Acquisition or subscription for shares, debentures or securities in any 
person by the Company. 

A10 Any material change to the Business Plan. 

A11 Alteration of the Company’s accounting reference date. 

A12 Appointment of new auditors to the Company. 

A13 Appointment of new bankers to the Company. 

A14 Factoring or assignment of book debts of the Company. 

A15 Change in accounting or taxation policies of the Company other than in 
accordance with the applicable accounting standard. 

A16 Commencement or settlement of legal or arbitration proceedings 
involving the Company and a claim (including costs) in excess of £[ ] 
[except for normal debt recovery actions]. 

A17 Entry into a scheme of arrangement or (unless required to do so by law) 
the winding up of the Company. 

A18 The Company entering into any partnership or profit sharing 
arrangement. 

B Management, Directors and Employees 
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B1 Engagement by the Company of new employees or dismissal of 
employees [with a remuneration in excess of £[ ] per annum]. 

B2 Increase in remuneration of any employee of the Company [to a rate in 
excess of £[ ] per annum]. 

B3 Appointment of any committee of Directors. 

B4 Engagement by the Company of (and terms of engagement of) any 
person as a consultant [whose annual remuneration exceeds £[ ]]. 

B5 Adoption of any pension scheme, share option scheme or similar 
arrangement by the Company. 

C Share/Loan Capital and Constitutional Matters 

C1 Creation, acquisition of disposal of any subsidiary (or shares in a 
subsidiary) of the Company. 

C2 Taking any step to appoint an administrator of the Company or to wind up 
or dissolve the Company (although this is subject to the statutory duties 
of the Directors). 

C3 Issue of any debentures or securities convertible into Shares or the issue 
of share warrants or options in respect of Shares. 
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Appendix D  
 
OBJECTS OF THE COMPANY 
 
Restrictions on the Objects of the Company 
 
1. The Company’s Objects are restricted to the following:- 
 

(a) To carry out the business of developing housing for sale or rental; 
(b) To undertake regeneration schemes including the provision of infrastructure; 
(c) To provide, maintain, improve, construct, convert and demolish properties; 
(d) To carry out any activity which contributes to the regeneration or development 

within the borough of Allerdale; 
(e) To carry on any other business activity which can in the opinion of the 

directors be advantageously carried out by the company in connection with or 
ancillary to the activities set out at (a) to (d) above; 

(f) To purchase, take on a lease or exchange, hire or otherwise acquire and hold 
any estate or interests in any lands, buildings, easement rights and privileges, 
concessions, patents, patent rights licences, machinery, plant, stock in trade 
or any real or personal property for such consideration and on such terms as 
may be considered expedient; 

(g) To erect, construct, lay down, alter, enlarge or maintain any roads, railways, 
accesses, bridges, tramways, sidings, shops, stores, factories, buildings 
works, plant and machinery in connection with or ancillary to the company’s 
business and to subsidise the erection, construction or maintenance of any of 
them; 

(h) To borrow, raise or secure the payment of money in connection with the 
company’s business; 

(i) To receive money on deposit or loan on such terms as the company may 
agree and to guarantee the contracts and obligations of any person or 
corporation; 

(j) To employ staff and pay remuneration pensions allowances and bonuses 
calculated to benefit or advance the interests of the company; 

(k) To draw, make, accept, endorse, discount, execute or negotiate promissory 
notes, bills of exchange or other negotiable instruments; 

(l) To invest and deal with monies not immediately required for the conduct of 
the business in or upon such securities and investments and in such manner 
as may be determined; 

(m)  To pay for any property or rights acquired by the company either in cash or in 
fully or partly paid up shares with or without preferred or deferred or special 
rights in respect of dividends and repayment of capital voting or otherwise or 
by any securities which the company has the power to issue or partly in one 
mode and partly in another and generally on such terms as the company may 
determine. 

(n) To do all such things as may be incidental or conducive to the attainment of 
the above objects or any of them. 

 
2. The objects set out in paragraph 1 above shall not be restrictively construed but 

shall be given the widest interpretation. 


