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Main author: Simone Russell
Executive Member: Nick Pace/Duncan Bell
All Wards

WELWYN HATFIELD BOROUGH COUNCIL
SPECIAL CABINET – 22 JANUARY 2019
REPORT OF THE CORPORATE DIRECTOR (HOUSING AND COMMUNITIES) AND 
CORPORATE DIRECTOR (RESOURCES, ENVIRONMENT AND CULTURAL 
SERVICES)

ESTABLISHING A LOCAL HOUSING COMPANY 

1 Executive Summary

1.1 This report recommends to Cabinet the establishment of a wholly council-owned 
housing company to help meet local housing need.  It is proposed that the 
company would be limited by shares with the council being the sole shareholder.

1.2 The council is responsible for assessing and making plans to meet local housing 
need.  There are currently more than 2000 households on the housing register 
who are waiting for social/affordable housing and just under 100 households in 
temporary accommodation.  

1.3 The 2017 the Local Government Association’s Housing Advisors programme 
identified that there was the potential for the council to provide more homes 
through a new delivery vehicle. In their report the advisors, Campbell Tickell set 
out the potential for using the council’s Housing Revenue Account (HRA) land 
and assets to increase the supply of housing for this purpose, in addition to 
assets which may be acquired by the housing company in the future.

1.4 In response to Campbell Tickell’s report officers within the Housing and 
Communities Team have recently commissioned a number of strands of work to 
move this project forward.  These included an assessment of local affordability 
and demand for housing, an HRA land assessment to identify potential council-
owned sites for housing development and a project to further develop the 
business case for establishing a delivery vehicle to complement the council’s 
affordable housing programme and its current programme of direct housing 
development within the HRA. 

1.5 Findings from this research show that there are around 12000 households within 
the borough who have little if no chance of being offered social housing, but who 
are at the same time not able to afford a housing product at full market price 
(whether rental or purchase). We have identified a number of potential HRA-
owned development sites which we reasonably believe would meet planning 
requirements.  

1.6 The expert advice provided to the council by Red Loft housing and regeneration 
consultancy is that the establishment of a local housing company or other trading 
vehicle will enable our council to develop new homes for a variety of tenures to 
satisfy the identified local demand. It would achieve this by complementing 
existing council housing provision which is currently limited in its range due to the 
strict criteria governing HRA rules.  
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1.7 The council is able to set up a company under its general powers of competency, 
as legislated in the Localism Act 2011.

1.8 The objectives of the company would be to provide more good quality homes for 
the borough at a cost which is affordable to local people with different types of 
housing need, where this need cannot be met elsewhere in the local market.  
This would also contribute to meeting the council’s business plan objectives.

2 Recommendation(s)

2.1 That Cabinet Members agree to the establishment of a local housing company 
which will be wholly owned by the council and limited by shares.

2.2 That Cabinet Members delegate authority to the Corporate Director, (Housing 
and Communities) and Corporate Director, (Resources, Policy and Culture) in 
consultation with the Monitoring Officer, Executive Member, Housing and 
Communities and the Executive Member, Resources, to finalise all the necessary 
legal documentation including the Shareholder Agreement and Articles of 
Association as required to establish the housing company and governance 
arrangements.

2.3 That Cabinet approves the objectives of the company, to be incorporated into the 
business plan of the company, as being:

 Provide good quality, well managed homes for residents in the borough 
of Welwyn Hatfield which people can afford to live in and which 
complement the council’s existing and planned housing provision.

 Support the growing local demand for a mix of housing tenures by 
providing intermediate, low cost home ownership or open market 
homes and letting sub-market and market rented homes;

 Be a financially robust company, generating a surplus to be used for the 
purpose of providing more affordable housing and delivering financial 
returns to the shareholder; 

 Stimulate local housing regeneration and partnership working

2.4 That Cabinet appoints a shareholder representative group to ensure the exercise 
of the council’s rights as shareholder.  Recommended membership of this group 
can be found in the detail of this report, at 3.28.

2.5 That Cabinet note that a further report will be brought to a subsequent Cabinet 
meeting to consider the local housing company business plan and funding 
arrangements and to deal with any consequential matters before the company 
goes live.

3 Explanation

The business case for establishing a housing company

3.1 Welwyn Hatfield Borough Council is, like many other councils, finding that the 
demand for new homes is outstripping supply. The council’s current business 
plan 2018-21 identifies housing as one of its five priorities, with the increase of 
housing supply one of the objectives that includes – 
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  Planning for current and future housing need

  Providing more affordable homes

3.2 With a population growth projected to increase to 122,000 (based upon the mid-
year projections from the last census) the Local Pan indicated 12,000 new homes 
are needed to 2032.   The Local Plan Inspector has subsequently asked the 
council to look for opportunities for around 16,000 houses.

3.3 The borough council is landlord to 9,000 tenancies plus 1,000 leaseholders. 
However, the demand for affordable housing is much higher than the 400 homes 
which become available for let each year by the council and 170 by other social 
landlords operating in our borough1. With around 2000 households on the 
Housing Register at any one time, additional homes are needed to keep up with 
demand for social rented/affordable housing.  There are a number of households 
on the housing needs registers whose requirements could be met with another 
type of housing product, other than social/affordable2 rented housing.

3.4 Some additional social rented homes are delivered through the council’s own 
delivery programme, where 141 new homes were developed or acquired and let 
over the last 6 years. The excellent partnership working with local housing 
associations and developers has seen an additional 34 new homes delivered 
over the last 6 years with the council’s funding support as well as many more 
funded and delivered primarily through S106 agreements. In addition, the council 
has a further 23 new affordable homes under construction and a pipeline of 
around 200 homes at feasibility and planning stages. 

3.5 The Strategic Housing Market Assessment (SHMA) was last updated in May 
2017 and identified that at least 793 homes are needed per annum over the plan 
period (2013-2032) and suggests that 818 affordable homes will be needed 
annually over the next five years to clear the backlog while meeting the 
requirements of newly forming households, with annual need falling to 602 
affordable homes per annum once the backlog is cleared.  The SHMA forms part 
of the evidence base for the Local Plan, providing an objective assessment of the 
need (OAN) for housing.  However as set out in 3.2, the Local Plan Inspector has 
requested that the council looks for opportunities for 16,000 houses, instead of 
the 12,000 SHMA target.

3.6 We recognise that housing need in the borough extends beyond what is possible 
through the council’s affordable housing programme.  This housing is either 
social rented or affordable housing and delivered either by the council (social 
rented) or housing association partners (either social rented or affordable rented). 
The council therefore commissioned Savills in August 2018 to provide analysis 
on the range of tenures and housing products that are required within the 
borough and may therefore form priorities for a council-owned housing company.

3.7 The conclusion of that report (see Appendix 1 for the full report) was that there is 
a high demand for sub-market/intermediate homes. Therefore, if high quality 
intermediate type homes could be provided this would reduce pressure from the 

1 Average annual figures for the past three years
2 The term ‘affordable’ can also be used to described up to 80% of market rent, on some housing association 
properties
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housing needs register, giving a number of households a chance of finding a 
home more quickly through widening their options.

3.8 The Savills research looked at the levels of affordability for the intermediate 
housing at a borough wide level (this is also broken down to five sub-markets in 
main towns) and concluded that those on the lowest incomes are already 
accommodated in the borough council’s own housing stock or have access to the 
to the housing needs register, however the gap in supply affects around 12,000 
households whose income is in the £35,000 to £65,000 range. Of these 
households the majority are able to afford intermediate type housing, especially 
in the smaller bedroom sizes.

3.9 Savills’ analysis of the need of households on the Housing Register indicated 
that 70% required one and two bedroomed homes. It also highlighted that 28% of 
the housing register applicants already live in housing association homes.

3.10 The latest data from HM Land Registry shows that the average property in 
Welwyn Hatfield sold for £392,530 – significantly higher than the UK Average of 
£232,554. Prices have increased by 2.77% over the last 12 months to September 
2018.  The most recent published figures show that the average earnings to 
house price ratio for the borough is around 1:12, the highest ever recorded for 
this borough.

3.11 According to Welwyn Hatfield’s Strategic Housing Report 2016/2017 the use of 
the Private Rented Sector has steadily increased in recent years, with rents in 
Welwyn Hatfield being relatively high - a median rent of £1,325 per month. 

3.12 The council appointed Red Loft housing and regeneration consultants to 
recommend the best way forward for the council to meet local housing need, 
taking into account the findings from the LGA Housing Advisors report (2017), the 
outcome of the research conducted by Savills on affordability and an assessment 
carried out by FFT consultancy of the potential to deliver more housing on the 
council’s HRA land assets.  

3.13 The main benefits of using the council’s own land are:

 Reduced costs – all funds can be used for building, rather than land 
purchase

 Reduced financial risk as there is no risk of 'overpaying' for land

 Ability to attract joint venture partnerships on specific sites where 
appropriate, enabling the council to share risk and benefit from a joint 
venture party's experience whilst being able to influence the type and 
tenure of housing which is built on its land

3.14 The land asset assessment has recommended that sixteen HRA owned sites 
appear feasible (in terms of meeting planning requirements) at the current time, 
with potential output ranging from 16 to 33 units of accommodation per site. This 
does not include the potential to regenerate sheltered housing sites, of which 
there are 25, many being low density and on relatively large footprints.  

3.15 In addition the council would continue to seek ‘windfall’ opportunities with a view 
to providing a mix of tenures on various sites around the borough.  This would 
build upon recent opportunities which have included the purchase of a 54 unit 
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office to resi flat block and two blocks of flats ‘off plan’ from a major developer 
providing 30 units.

3.16 These opportunities are additional to the 23 new affordable homes under 
construction by the council and some other projects are under consideration.

Staffing arrangements for the housing company

3.17 The work of the company will be carried out by the existing staff resources within 
the council’s Housing and Communities Team.  The nature of the work will be in 
line with current council housing duties performed, the main difference being that 
for tasks relating to the housing company, different branding will be used.  Where 
a point is reached that there is such an expansion of the service which warrants 
additional staff resource, this will be factored into the business planning process 
for the company.  However, it is envisaged that no one will be employed directly 
by the housing company.

3.18 Where staff and directors carry out tasks for both the council and the housing 
company this will be complementary rather than competitive - the housing 
company will be helping to fulfil the council’s strategic business plan objectives.

3.19 This will also provide opportunities for officer time to be recharged to the 
company by the council.

3.20 Where required, variations will be made to job descriptions to reflect the fact that 
some of the duties carried out will be in the name of the housing company.  This 
activity will be carried out in consultation with the staff concerned and the 
council’s Human Resources Team, based on legal advice which will be obtained 
for this purpose.

3.21 Any technical, highly specialised tasks may be provided on a consultancy basis 
or may form part of a partnership/joint venture arrangement.

Potential for partnership working

3.22 The council will continue to work in partnership with housing associations and 
developers to achieve the council’s wider aims for affordable housing growth 
through a variety of delivery routes as it does now. The introduction of the 
company, as an ‘extra tool in the box’, provides potential for these relationships 
to be strengthened further as the council will have a mechanism to get 
commercially involved in individual local projects if it chooses to, [perhaps 
through joint ventures] with the aim of delivering more affordable housing and to 
generate income for the council. This will also help provide more capacity for 
delivery than the council could hope to provide operating as a sole developer for 
every site.

What could a housing company deliver?

3.23 The council sees the introduction of a housing company as an additional 
mechanism or tool to increase the output of homes that will meet local needs, 
such as intermediate or market rented homes, neither of which can be delivered 
within the HRA.  In addition there will be more options for the provision of low 
cost home ownership models than there would be through the HRA alone.
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3.24 The benefits of setting up a housing company are widely recognised by local 
authorities across the country, with more than 100 having been created over the 
past five years. These councils have been able to deliver a mix of tenures 
appropriate to their local housing conditions. 

Governance

3.25 Initial advice provided by Trowers and Hamlins, an experienced and reputable 
law firm in the public housing sector recommended that the most appropriate 
model going forward will be to set up a company limited by shares, with the 
council being the only shareholder and the Board of the housing company being 
fully accountable to Cabinet.  This advice reflects the recommendation of Red 
Loft.  A company limited by shares provides a simple structure and will give 
Members assurance through the council’s ownership of the company.  As such 
we are recommending this approach, using the general power of competency in 
Section 1 of the Localism Act 2011.  

3.26 As sole shareholder the council would be able to exert control over the strategic 
function of the company, including:

 to agree its objectives and other aspects of its business plan
 to ratify appointments of directors to the Board.
 to receive prescribed reports to demonstrate that the company is meeting 

its agreed business plan objectives. 

3.27 Alignment with the council, in addition to the constitutional control set out above, 
will be through the following:

 A shareholder agreement which sets out the objectives of the housing 
company and governance arrangements, including the obligations of 
both the shareholder (the council) and the company.  The Shareholder 
Agreement will include monitoring arrangements for the company and 
each party’s responsibilities attached to these.

 A business plan or plans covering both specific investment opportunities 
and longer term financial planning. The business plan will set out the 
financial forecasts for the company requiring approval from the council 
before the company can start trading

 Any requirements imposed by the council, in its capacity as local 
planning authority.

 Conditions imposed by the council on the terms of sale on any 
assets acquired from the council 

 A loan agreement setting out the terms on which the company can use 
funds borrowed from the council

3.28 As per the advice and recommendations made by both Red Loft and Trowers 
and Hamlins it is therefore proposed that:

 The only shareholder of the company will be the council and Cabinet 
will ensure that the wider strategic interests of the council are served by 
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the company.  Cabinet will appoint a representative group to ensure the 
exercise of the council's rights as shareholder. 

 The shareholder representative group will consist of the council’s Head 
of Paid Service (Chief Executive), Section 151 officer and Monitoring 
Officer.  The shareholder representative group will receive monthly 
updates on the activities of the company from its directors.

3.29 The council will need to appoint directors of the company. Based on advice from 
Red Loft and Towers and Hamlins it is proposed that the directors will be the 
Corporate Director, Housing and Communities, Head of Housing Operations, 
Head of Community and Housing Strategy, Head of Property Services and a 
Manager from the council’s Development Team.  There will also be the 
opportunity to appoint of a suitable independent non-executive director, drawn 
from a relevant profession, to bring their expertise and experience.  

3.30 The responsibilities of the directors will be set out in the Shareholder Agreement 
and in the Articles of Association for the Company.  The responsibilities will be to 
ensure the effective operation of the company, so that the objectives of the 
Company are met, as set out in 2.2 above, Cabinet should note that more than 
100 councils have successfully put in place appropriate governance 
arrangements for housing companies and the arrangements being proposed 
have been tried and tested many times previously.

Business plan

3.31 As stated in 4.24 a business plan will be prepared and presented to members for 
approval before the company starts operating. This will be updated annually and 
the company’s progress against the business plan will be monitored by Cabinet, 
upon the recommendation of Cabinet Housing Panel.

Implications

4 Legal Implication(s)

4.1 The council has powers to establish a local housing company and trade under its 
general powers of competence (Localism Act 2011).

4.2 Subject to Cabinet approval of this proposal it would be necessary to appoint a 
suitably qualified and experienced firm of external legal advisors to establish the 
company, draft all necessary legal agreements arising, including appropriate 
governance arrangements, to ensure that the council’s legal position is protected 
at all times. 

5 Risk Management Implications

5.1 The risks related to this proposal are set out below.  They relate to establishing a 
housing company and subject to approval by Cabinet a further risk assessment 
will be carried out in relation to a housing company business plan. The residual 
risk score is taking account of the recommendations in the report being agreed:

Health and wellbeing risk

5.2 Households living in unsuitable and unaffordable accommodation are at risk of 
poor health and wellbeing.  This is a significant issue given the identified housing 
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need.  The provision of additional homes which are of a high quality and affordable 
to live in will reduce this risk.  Likelihood Medium, Impact Medium.  Residual risk 
score: Likelihood Low, Impact Medium.

Financial Risk

5.3 The cost of managing increasing levels of threatened homelessness, including 
using bed and breakfast is high.  Meeting the identified housing need by providing 
a range of appropriate tenure options will reduce this risk.  Likelihood High; Impact 
High.  Residual risk score Likelihood Low; Impact High.

Reputational Risk

5.4 Homelessness in the borough and the use of temporary accommodation including 
bed and breakfast is likely to result in reputational risk to the council.  Providing 
additional homes in the borough to meet local housing need will help reduce the 
number of people who are at risk or who become homeless and will demonstrate 
the council’s commitment to taking all possible measures to reduce homelessness, 
thereby reducing the reputational risk.  Likelihood High; Impact High.  Residual risk 
score Likelihood Low; Impact High.

Governance risks

5.5 The company will not be able to fulfil its functions if there is not appropriate 
separation from the council/outside the remit of the HRA.  This is because the HRA 
restricts the range of housing offers which would be available through a housing 
company.  Developing appropriate Articles of Association following legal advice, 
including creating a separate Board will mitigate this risk. In addition officers who 
are both Board Members and council employees will need to ensure that when 
carrying out each of these activities, they are mindful of their specific 
responsibilities at the time. Likelihood Medium, Impact High. Residual risk score: 
Likelihood Low, Impact High

5.6 The council will not maintain control over the strategic direction and borrowing 
limits of the company if an appropriate company structure is not used.  Following 
legal advice to create a company limited by shares, with the council as the sole 
shareholder, combined with appropriate governance arrangements (i.e. appointing 
a shareholder representative group and putting in place appropriate arrangements 
for Cabinet to monitor the company’s progress against the business plan) will 
mitigate this risk. Likelihood Medium, Impact High. Residual risk score: Likelihood 
Low, Impact High

6 Financial Implication(s)

6.1 The cost of establishing the housing company would be met by existing budgets.  

6.2 Although the housing company will be wholly owned by the council, it is a 
separate legal entity.  Therefore it will have its own financial ledger, tax advisor 
and audit arrangements.  

6.3 The funding position of the company, as well as all the other operational financial 
matters and longer term financial planning will be included in the business plan.  
These will be presented to Members in due course and as stated earlier in this 
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report, no trading will take place within the company until this has been approved 
by Cabinet.

7 Security and Terrorism Implication(s)

7.1 There are no implications arising from this report.

8 Procurement Implication(s)

8.1 Subject to Cabinet approval of this report external legal advisors will need to be 
appointed by the council, to proceed with establishing the company.  This 
process will be in accordance with the council’s procurement rules.

9 Climate Change Implication(s)

9.1 There are no implications arising from this report.

10 Human Resources Implication(s)

10.1 No additional staff will be recruited for the purpose of establishing the company.

11 Health and Wellbeing Implication(s)

11.1 There is a clear link between health and housing.  The provision of quality, 
secure housing will have a positive impact on peoples’ health.

12 Communication and Engagement Implication(s)

12.1 A communications plan will be developed to publicise the establishment of the 
company and the benefits it will bring to households in the borough.

13 Link to Corporate Priorities

13.1 The subject of this report is linked to the council’s Corporate Priority ‘Our 
Housing’ and relates to all the objectives within this, including, being a quality 
landlord, meeting housing need, providing affordable homes and driving up 
housing quality in the borough

14 Equality and Diversity

14.1 An EqIA was not completed because this report does not propose changes to 
existing service-related policies or the development of new service-related 
policies. 

Where new services are developed through the local housing company, EqIAs 
will be completed in accordance with the council’s Equality Policy.

Name of author Simone Chinman Russell
Title Corporate Director, Housing and Communities
Date 2 January 2019
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1. Report by Savills – Welwyn Hatfield Market and Affordability Analysis


