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1 SUMMARY 

1.1 The Scottish Government launched the National Housing Trust in early 2010 to 
both increase the supply of affordable housing and stimulate the construction 
sector.  The Executive agreed to participate in the project in May 2010. 

1.2 Following an Official Journal of the European Union procurement exercise 
managed by the National Housing Trust Bett Homes have made a successful bid 
to provide 16 flats for mid market rent on Forthside, Stirling. 

1.3 In order to complete the arrangement and deliver the project the Council must 
enter a limited liability partnership with Scottish Futures Trust and Bett Homes.  It 
must now enter into a series of agreements as set out in Paragraphs 3.13 and 
3.14 of the report, agree to the financial arrangements including making a loan of 
£1.569m and make the appropriate governance appointments. 

1.4 Proposals for the allocation of the properties, consistent with the approach set 
out in Paragraphs 3.15 to 3.17 will be developed by the Head of Housing in 
consultation with Bett Homes, the Housing Advisory Group, the Portfolio Holder 
and Opposition Spokespersons for approval by the Executive. 

2 OFFICER RECOMMENDATION(S) 

The Council agrees: 

2.1 to authorise the Solicitor of the Council to enter into the contracts listed at 
Paragraphs 3.18 and 3.22 to conclude the arrangements of the development of 
16 new homes for mid market rent by Bett Homes to be funded by the Council 
and the developer in accordance with the National Housing Trust principles; 

2.2 to lend £1,569,035 to the partnership to support the project under the terms of 
the legal agreements and supported by the interest rate and repayment 
guarantee from the Scottish Government provided by the contracts; 

2.3 to appoint an appropriate individual to represent the Council on the Limited 
Liability Partnership’s Board; 
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2.4 to appoint an appropriate individual to act as the “Member” for the Limited 
Liability Partnership; 

2.5 that the member should report on progress and the performance of the 
partnership at least annually to the Executive; and 

2.6 to instruct the Head of Housing to bring forward proposals for the allocation of 
the properties, consistent with the approach set out in Paragraphs 3.18 to 3.22 to 
the Executive following consultation with Bett Homes, the Housing Advisory 
Group, the Portfolio Holder and the Opposition Spokespersons for housing. 

3 CONSIDERATIONS 

Background 

3.1 The Scottish Government launched the National Housing Trust in early 2010 to 
promote the provision of “mid market rent” housing through a three-way 
partnership between the Scottish Government, private developers and local 
authorities. 

3.2 The National Housing Trust Model is intended to both increase the supply of 
affordable housing and stimulate the construction sector by providing funds that 
wouldn’t otherwise be available to support developers to complete schemes that 
have stalled as a result of the downturn in the housing market. 

3.3 The Executive agreed that the Council should participate in the scheme on 10 
May 2010 as part of a range of measures intended to widen the supply of 
affordable housing and offer more choice in the local housing market. 

Delivering mid market rent homes through the National Housing Trust 

3.4 Mid market rent properties are let at around 80%-90% of the Local Housing 
Allowance, the benchmark used to determine housing benefit payments to 
private sector tenants.  They are intended to meet the needs of those who are 
likely to be able to sustain higher rent levels than social housing and offer choice 
to households who would otherwise have to consider more expensive private 
rented accommodation. 

3.5 The National Housing Trust model is relatively complex.  Based on a three way 
partnership it requires the setting up of a Limited Liability Partnership led by a 
private developer but jointly owned by the developer, the Council and the 
Scottish Futures Trust. 

3.6 This partnership purchases the mid market rent homes from the developer and 
manages them through a contract with a housing provider.  The acquisition is 
funded in part by a loan from the Council and in part by a loan and equity from 
the developer.  The cost of servicing the loan from the Council is covered by the 
rental income; any shortfall is underwritten by a guarantee from the Scottish 
Government.  The principal on the loan is repaid after 6.5 years.  This loan may 
be refinanced for up to a further 3.5 years.  The loan and investment from the 
private developer is paid off once the properties are sold on.  They must, 
however remain as rented homes for a minimum of five and a maximum of ten 
years. 



3.7 The developer’s return is fixed at a maximum within the contract agreements and 
all public sector borrowing has first call on the proceeds from the sales. 

3.8 It is also worth noting that the Council has an option to choose a nominee to 
purchase the properties at open market value when they are due to be sold.  
This right is subject to a pre-emption right of the sitting tenant should they wish to 
purchase the property. 

The procurement procedure  

3.9 The Scottish Futures Trust has managed the procurement process to ensure 
compliance with European procurement law.  Each participating authority, 
including Stirling, set out their core criteria within a Pre Qualification 
Questionnaire with the intention that qualifying respondents should then be 
invited to tender.  The core criteria relevant to Stirling are set out in Appendix 1 
to this report. 

3.10 Only one respondent, Bett Homes, submitted a response to the first stage that 
met the Council’s core requirements.  Following a full assessment of this 
submission to ensure proper compliance, Bett were invited by the Scottish 
Futures Trust and the Council to negotiate the details of their proposals for final 
approval. 

3.11 This process of negotiation has now been concluded.  The key details of the 
submission from Bett are as follows:- 

• The provision of 16 flats, 4x1 bedroom and 12x 2 bedrooms in a single block 
to be built at Forthside, Stirling; 

• Initial rents will be set at 89% of the March 2011 Local Housing Allowance 
(LHA).  That is £79.08per week (343.84 a month) for a one bedroom property 
and £101.66 per week (£442.06 a month) for a two bedroom property; 

• The lending required from the Council will be £1,569,035 at an interest rate 
fixed for 6.5 years at 4.0%; 

• The Limited Liability Partnership’s obligations under the loan agreement are 
guaranteed by the Scottish Government; 

• The Scottish Government will provide a subsidy if the cost of borrowing to the 
Council exceeds 4.0% on the date that the contracts are signed. This subsidy 
will be available for up to 0.5%; 

• Should the Limited Liability Partnership fail, following a thorough remedy 
process, the Council together with the Scottish Futures Trust will have the 
right to step in and manage it through to the completion of the project; 

• Housing Services will contract to undertake the management and 
maintenance of the properties as subcontracted to the Limited Liability 
Partnership, at a cost of £939 per property per year.  This sum includes £464 
for maintenance costs and £175 for insurance.  Arrangements for inflating 
these figures each year will be included in the contract documents; 

 



The contract framework 

3.12 The project requires that the Council enter into a number of contracts.  These 
have been developed by the Scottish Futures Trust and reviewed by the 
Council’s legal services team. 

3.13 The full list of contracts is as follows:- 

Framework Agreement 

Members Agreement 

Take Out Agreement 

Management & Maintenance Agreement 

Facility Agreement 

Guarantee Agreement 

"A" Loan Stock Agreement 

Inter Creditor Agreement 

Clawback Agreement 

Standard Security Agreement 

Assignation in Security Agreement 

Bond & Floating Charge Agreement 

Government Subsidy Letter 

 
3.14 In addition to all of these standard National Housing Trust agreements there is 

also the Stirling specific Management & Maintenance subcontract agreement 
between the Council and Bett. 

The governance arrangements 

3.15 The governance arrangements require that the Council nominates a member of 
the Board of Management of the Limited Liability Company.   The Board of 
Management will consist of one representative each from the Council and 
Scottish Futures Trust and two from the developer.  The cost associated with 
servicing the Board will be met by Bett Homes in the first instance. 

3.16 The Council will also have an interest in the Limited Liability Partnership as one 
of three Members.  The others being the Scottish Futures Trust and Bett Homes.  
The members will meet annually to over see the management of the company 
and the compliance with the terms of the various contracts.  It will also be 
necessary to nominate an individual to act in this capacity. 

3.17 The Member should report on progress and the management of the company to 
the Executive annually. 



Allocating the new homes 

3.18 As part of the decision to agree to participate in the provision of mid market rent 
housing through the National Housing Trust the Executive also agreed that a 
future report should be prepared setting out how these homes should be 
allocated. 

3.19 One of the core criteria set out by the Council as part of the tendering process 
was that the homes should be targeted at:- 

“Single people or couples with low support needs as assessed through the 
Council’s Vulnerability and Support Needs matrix.” 

3.20 However, the responsibility for determining the basis for the allocation of 
properties provided through the National Housing Trust initiative lies with the 
Limited Liability Partnership rather than with the Council alone. 

3.21 In the light of this it is proposed to enter into discussions with Bett Homes and 
the Scottish Futures Trust to agree criteria for the allocation of the homes, 
consistent with the criteria set out in Paragraph 3.19.  Details of the proposals, 
including how they fit with the Council’s own allocations policy and the 
implications for the allocations of mid market rent homes directly provided by the 
Council will be presented to the Executive after the summer recess. 

3.22 The overall objective will be to ensure that the properties meet the needs of 
those in housing need who may not otherwise get access to affordable housing 
and who can reasonably be expected to sustain a tenancy at the proposed rents 
and in a relative high density tenement environment with a minimal risk of 
management difficulties. 

4 POLICY/RESOURCE IMPLICATIONS AND CONSULTATIONS 

Policy Implications   

Equality Impact Assessment No 
Strategic Environmental Assessment No 
Single Outcome Agreement Yes 
Diversity (age, disability, gender, race, religion, sexual orientation) No 
Sustainability (community, economic, environmental) Yes 
Effect on Council’s green house gas emissions No Effect 

Strategic/Service Plan Yes 
Existing Policy or Strategy Yes 
Risk Yes 
Resource Implications  
Financial Yes 
People Yes 
Land and Property or IT Systems No 
Consultations  
Internal or External Consultations Yes 



 

Equality Impact Assessment 

4.1 The project does not require an equalities impact assessment, however any 
proposed allocations policy will.  This will be presented to the Executive with 
proposals for allocating the homes. 

Strategic Environmental Assessment 

4.2 The contents of this report were considered under the Environmental 
Assessment (Scotland) Act 2005 and a Strategic Environmental Assessment is 
not required. 

Single Outcome Agreement 

4.3 The proposed development increases the supply of affordable homes and 
provides a high quality development of energy efficient housing for those in 
housing need. 

4.4 As a result it will support the achievement of the objectives set out in the 
following Single Outcome Agreement Topics and themes:- 

• Strategic Topic 1: Making Stirling a place with a vibrant economy that is open 
for business. 

• Strategic Topic 2: Making Stirling a Place with jobs and opportunities for all. 

• Strategic Topic 3: Making Stirling a place were improved wellbeing adds life 
to years not just years to life. 

• Strategic Topic 4: Making Stirling a place with a high quality environment. 

4.5 It will also support work under Strategic Themes A (Making services better) and 
C (Making Stirling more sustainable). 

Other Policy Implications 

4.6 The proposal will support the Council’s wider objectives to increase the supply of 
affordable housing, create jobs and investment in the local construction industry 
and ensure further progress in the completion of the Forthside development. 

4.7 The new homes will also assist in offering energy efficient housing that reduces 
the risk of residents suffering fuel poverty. 

Resource Implications 

4.8 The resource implications are set out in the report 

Consultations 

4.9 The Housing Advisory Group was consulted on the proposal to participate in the 
National Housing Trust as approved by the Executive.  The Portfolio Holder has 
also been kept advised on progress with the project. 



 

Council and Executive Only Tick ( ) 
to confirm

The appropriate Portfolio Holder(s) has been consulted on this report  
The Chief Executive/appropriate Assistant Chief Executive(s) has been 
consulted on this report 

 

 

5 BACKGROUND PAPERS 

5.1 Improving Outcomes For Homeless People - Widening Support And 
Accommodation, Executive, 20 May 2010. 

6 APPENDICES 

 
6.1 Appendix 1 - Stirling Council pre qualification questionnaire bid requirements. 
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APPENDIX 1 
 
STIRLING COUNCIL  
 
 

INFORMATION FOR INCLUSION IN PROCUREMENT DOCUMENTS 
 

 
Maximum Number of Units  Up to 50 units 
 
Types of Units Flats 
 
Size of Units  1 bed and 2 bed 
 
Location of Units Stirling City Centre, Callander, Doune, Balfron,  
 
Type(s) of Tenant Group Single people or couples with low support needs as assessed 

through the Council’s Vulnerability and Support Needs matrix. 
 
Affordable Housing Policy Position  To be determined on a case-by-case basis linked to the 

overall assessment of housing need relevant to any particular 
development. 

 
Starting Rent Level 80% of  LHA rate  
 
Funding Split Arrangements  Developers bidding at 30-35% funding stake 
 
Minimum Building Standard 2007 Building Regulations 
 
 
Note on ranking of the locations listed. 
 
The locations will be considered on the basis of a preference ranking as follows: 
 

First preference: Stirling City Centre 
Second preference: Callander 
Third preference: Balfron 
Fourth preference: Doune 

 
 




