
BRECKLAND DISTRICT COUNCIL

Report of: Phil Cowen, Executive Member for Income and Prosperity

To: Cabinet - 11 October 2016

(Author: Ralph Burton, Strategic Property Manager)

Subject: Increasing Supply of Market Rented Housing

Purpose: To review the outline business case to increase supply of market rented 
housing through direct investment via a wholly owned subsidiary company 
model and approve the next stage of the project.

Recommendations
Agree to continue the next stage of the project and in doing so;

1. Set up a subsidiary company and delegate the appointment of the initial 
director to the Chief Executive in consultation with the Leader.

2. Commission detailed market research to support investment / acquisition 
strategy.

1.0 BACKGROUND

1.1 There is currently a shifting role that local authorities are playing to support 
housing supply particularly for the rental market.  One way this can be achieved is 
through investment in the housing market, either through developing market 
housing through joint venture arrangements or through investing in market housing 
assets via wholly-owned Council companies.  

1.2 In terms of National policy context, the Elphicke-House produced for the 
Department of Communities and Local Government in 2015 titled “From statutory 
provider to Housing Delivery Enabler: Review into the local authority role in 
housing supply” directly affirmed local authorities’ changing roles from being 
statutory providers to being housing delivery enablers.  To shape stronger housing 
markets one of the report’s recommendations is that “Councils are considering 
expanding their housing offer beyond their traditional one and are considering 
setting up local housing delivery organisations.” 

1.3 In considering how to increase supply of market rented housing and directly 
investing local authorities need to assess investment solutions and then models of 
delivery.  In doing so it is important to assess the Council’s existing investment 
portfolio.  The Council currently has £22.8m invested in commercial properties, 
generating a gross income of approximately £2.5m.  The Council also holds 
investments in cash deposits and whilst these are necessary for cash flow 
requirements they do not provide the levels of return required due to the continued 
low interest rates in comparison to holding property.  The level of cash deposits is 
reducing and thus the resulting investment portfolio is predominately in 
commercial property.  Whilst this gives a good rate of return compared to cash 
investments there is a risk in relying on this one investment source if the market 
worsens.  The concept therefore is to diversify the investment strategy of the 



Council through the acquisition of housing alongside the current commercial 
property portfolio.  Diversification is important to mitigate risk or market downturn 
and it is prudent to look at a different property market sector.  By diversifying into 
residential property as an investment the risk is spread.

1.4 The Council does not have a delivery mechanism to hold housing (specifically 
market rented housing) as assets in the same way that the Council holds its 
commercial asset portfolio. A number of local authorities with an interest in holding 
market rented housing as a long term investment are exploring establishing 
wholly-owned companies as a vehicle to hold residential investment assets.  This 
approach enables local authorities to invest in market rented housing as an asset, 
whilst acting with the same flexibilities as a private commercial organisation free 
from the constraints and risks that would apply if the Council were to hold housing 
within its own accounting mechanisms.  The Localism Act 2011 granted local 
authorities a ‘power of general competency’, allowing a local authority to establish 
a company for this purpose. 

1.5 The Council’s adopted Transformation Programme confirms the Council’s 
ambitions to diversify the investment portfolio.  As a direct result of this programme 
a project has been instigated to investigate how the Council could safely invest in 
residential assets for market rented purposes with the aim of increasing the supply 
of market rented housing and helping to improve landlords standards by becoming 
a landlord itself by investing directly in that property sector.

1.5 To safely invest in private rented housing without the risks of Right to Buy and to 
use the Localism Act 2011 the Council could set up a wholly owned subsidiary 
company to own and rent the houses at a market rental.  This would enable the 
company to deliver the corporate outcomes on behalf of the Council without being 
constrained.

1.6 Initial feasibility work, contributing to this outline business case has been 
undertaken to assess the market potential and understand where the Council 
should invest and secondly some legal due diligence has been undertaken to 
confirm the mechanism and model for a company that can safely hold stock.  
Appendix 1 is the report outlining the market potential and appendix 2 is the report 
confirming the legal due diligence.  At the time of writing this report the external 
advice is draft is currently being reviewed by officers for clarity in place.  Together 
these two reports confirm that the Council can hold housing stock in a subsidiary 
company wholly owned by the Council and secondly that there is a sound market 
for investment in the Breckland area.  There is therefore an outline business case 
to move this project forward to the next stage.

1.7 Subject to authorisation the next stage is to affirm the business case and prepare 
the Council for investment.  To do that Cabinet is requested to authorise the 
following: 

1.Set up a subsidiary company and delegate the appointment of the initial 
director to the Chief Executive in consultation with the Leader.

2.Commissioning of an acquisition strategy.

1.8 Once these have been completed a further report will come forward to the relevant 
committee confirming the business case and for authority to undertake the 



relevant investment and in doing so will set a business plan for the new company 
which will include an acquisition strategy (confirming funding to be released and 
on what expectation of return), a financial model, the company structure and 
governance, analysis of risk and management arrangements.

2.0 OPTIONS

2.1 Option 1
Agree to continue the next stage of the project and in doing so;
1. Set up a subsidiary company and delegate the appointment of the initial 

director to the Chief Executive in consultation with the Leader.
2. Commission detailed market research to support investment / acquisition 

strategy.

2.2 Option 2
Do not continue the next stage of the project and cease work.

3.0 REASONS FOR RECOMMENDATION

3.1 The reasons for this recommendation are as follows:
   Initial external professional advice has confirmed that there is a strong 

rental market with growth potential.  The lack of housing affordability will 
contribute to increased demand for rental properties.  The low turnover of 
units denotes longer stay tenancies and perhaps limited alternative choice 
for tenants.  Asking rents have steadily increased and this growth shows 
there is demand for market rented properties and capacity to absorb new 
stock for market rent.  The advice confirms that yields are better than cash 
deposits and although might not be as great as commercial property yields, 
investment in this new property sector spreads risk.

   Initial external legal advice has confirmed that the Council could safely 
create a wholly owned company limited by shares that could invest in 
freehold units via loans provided from the Council.  Thus the Council makes 
a return from interest payments.

4.0 EXPECTED BENEFITS

4.1 It is expected that by direct investment and in becoming a housing landlord the 
Council will directly increase the supply of housing for rented purposes as well as 
contribute to improving landlords standards in the district.

5.0 IMPLICATIONS

5.1 Carbon Footprint/Environmental Issues

5.1.1 These have been considered and in the opinion of the author there are no direct 
implications as a result of the report.

5.2 Constitution & Legal

5.2.1    To establish the company per the recommendation a Memorandum and Articles 
of Association are required.  Any further legal documentation outlined in Appendix 
2 will be developed in the next stage for a subsequent approval.



5.3 Contracts

5.3.1 The company will need to create Management Agreements with the Council to 
provide funding and resource support and also Management Agreements with an 
agent to manage the stock.

5.4 Corporate Priorities 

5.4.1 In raising landlord standards and supporting housing delivery this project supports 
the Council’s corporate priority of ‘Supporting Breckland to develop and thrive’ 
and ‘Developing the local economy to be vibrant with continued growth’

The Council’s corporate priority of Providing the right services at the right time and 
in the right way includes an action that commits the Council to further expanding 
its approach to commercial investment in revenue generating assets as a means 
of generating income to support the delivery of Council services.  The action is – 
‘We will – develop our commercial approach in a consistent way to secure our 
financial position by exploring opportunities to increase income’.  Diversification 
into market rental income generation from housing would meet this priority.

5.5 Crime and Disorder

5.5.1 In the opinion of the report author having considered the issue of crime and 
disorder there are no implications.

5.6 Equality and Diversity/Human rights

5.6.1 In the opinion of the report author having considered the issue of equality and 
diversity / human rights, there are no implications.

5.7 Financial

5.7.1 The nature of this project is to set up a subsidiary company which will act as a 
“holding company” which will enable the Council to use this as an accounting 
mechanism to deliver the project outcomes which will include an ongoing financial 
return.  The project will diversify the Council’s investments in order to spread the 
risks and will generate yields in excess of those which can be achieved through 
cash investments currently.  The assets will still be relatively liquid in the medium 
term, allowing dis-investment and re-investment in the future in the same way as 
the commercial property portfolio is managed.

5.7.2 If approval is given to move this project onto the next stages, then full financial 
modelling will be carried out to support the business case and associated work, 
giving Members the necessary information on expected investment requirements, 
returns, funding sources, yields, etc.

5.8   Health & Wellbeing 



5.8.1 In the opinion of the report author having considered the issue of health and 
wellbeing there are no implications.

5.9 Risk Management 

5.9.1 A full risk profile will be provided at the next stage.

5.10 Staffing 

5.10.1 At this stage there are no implications for staffing. 

5.11 Stakeholders / Consultation / Timescales

5.11.1    Consultation with Executive Members through this report.

6.0 WARDS/COMMUNITIES AFFECTED

All

7.0 ACRONYMS

None

Background papers:
None

Lead Contact Officer
Name and Post: Ralph Burton, Strategic Property Manager
Telephone Number: 01362 656327
Email: Ralph.burton@breckland.gov.uk

Director / Officer who will be attending the Meeting 
Name and Post:  Ralph Burton, Strategic Property Manager

Key Decision: No

Exempt Decision: Yes

This report refers to a Discretionary Service 

Appendices attached to this report:

Appendix 1-  Market intelligence advice to confirm the market potential of the private 
rented sector in Breckland.

Appendix 2 - Legal Due Diligence advice on the implications of creating a portfolio of 
market rented properties.


