
Stirling Council  Agenda Item No. 14 

Stirling Council  Date of 
Meeting:  24 June 2021 

Not Exempt  

Stirling Waterfront and Steadfast Homes 

 

Purpose & Summary  
The purpose of this report is to seek Council approval to refinance the current portfolio of 
Mid-Market Rent (MMR) properties currently owned by Steadfast Homes LLP and Stirling 
Waterfront LLP that will attract Scottish Government grant funding and will secure the long 
term provision of the properties and provide security of tenure for all current Mid-Market Rent 
tenants.  The proposal requires Stirling Council to adopt a new Member Agreement for 
Steadfast Homes LLP and set up a new LLP that will act as the “second member” of the re-
purposed Steadfast Homes.  The re-purposed Steadfast Homes LLP will provide a 
mechanism to expand the portfolio of Mid-Market Rent properties as and when opportunities 
arise and there remains a demand for this affordable housing tenure in the future. 

 

Recommendations  
Stirling Council is asked to: 

1. note the contents of this report detailing the circumstances surrounding the proposed 
restructuring of the Council’s Mid-Market Rent property holding; 

2. agree to the transfer of sixteen Mid-Market Rent properties owned by Stirling 
Waterfront LLP to Steadfast Homes LLP and thereafter agree to the winding up of 
Stirling Waterfront LLP; 

3. agree to seek Scottish Ministers Consent for Stirling Council to on-lend Public Works 
Loan Board borrowing to Steadfast Homes for the refinancing of the Mid Market Rent 
Portfolio; 

4. agree to the Strategic Housing Account retaining a £430,000 equity stake in the re-
purposed Steadfast Homes LLP; 

5. note that Officers will investigate options for the Housing Revenue Account equity 
stake of £1.334M, following further consideration of the financing options;  

6. agree to the following:-  

6.1 approve the repayment of the current capital borrowing balances of both 
Steadfast Homes LLP and Stirling Waterfront LLP to Stirling Council in full;  

6.2 delegate authority to the Chief Finance Officer to settle the outstanding pre-
existing borrowings of Steadfast Homes and Stirling Waterfront; 

6.3 approve new Public Works Loan Board borrowing of £10.601M to on-lend to 
Steadfast Homes LLP under a 40 year maturity loan to refinance the property 
holding; and 



6.4 approve the application of the £3.422M of grant funding from the Scottish 
Government to fund the new financing arrangement outlined above. 

7. approve the formation of a new LLP to act as the second member of Steadfast 
Homes LLP in place of Scottish Futures Trust;  

8. agree to delegate authority to the Chief Officer - Housing to appoint appropriate 
individuals to act as members of the board of the Steadfast Homes Limited Liability 
Partnership and the new LLP where required and following consultation with the 
appropriate convener, vice convenor, portfolio holder and opposition spokesperson; 

9. note that the Chief Officer – Housing will authorise the acquisition of further suitable 
mid-market rental properties by Steadfast Homes LLP utilising delegated authority 
under the Chief Executive’s Scheme of Sub-Delegation CCE72 as required; but 
always subject to (i) The purchase price not exceeding the authorisation limit 
applicable to the Chief Officer Housing, (ii) appropriate due diligence procedures 
being undertaken, (iii) the appropriate committee being kept advised of units 
purchased at each meeting subsequent to any purchase, and (iv) any large or 
unusual acquisition proposals being remitted to Committee or Council for approval to 
purchase to be sought; and 

10. note the communication strategy with current tenants will provide reassurance that 
their current legal rights will be retained and that they have onward security of tenure 
with Steadfast Homes LLP. 

 

Resource Implications  
Summary of resource implications relating to finance, people and assets. 

 

Financial – the Council’s General Fund will on-lend £14.023M of capital finance to Steadfast 
Homes LLP which includes the Scottish Government grant funding of £3,422,000 for 
Steadfast Homes LLP to repay the existing capital borrowing from the General Fund.  The 
revenue generated from rental income will service the interest payments on the new 
borrowings.  The refinancing model will secure the long term ownership of the mid-market 
rent portfolio and provide security of tenure of all current and future tenants with Steadfast 
Homes LLP. 

 

People – as with the current arrangements, Steadfast Homes LLP will pay Stirling Council’s 
Housing Revenue Account a monthly Management & Maintenance fee for each property to 
cover the costs of providing day to day management and maintenance of the mid-market 
rent properties.  Steadfast Homes LLP do not directly employ any staff. 

 

Assets – the 16 flats currently owned by Stirling Waterfront LLP will transfer to Steadfast 
Homes LLP that currently owns 102 properties.  Thereafter Stirling Waterfront LLP will be 
collapsed thus streamlining ownership and management of all 118 mid-market rent 
properties with Steadfast Homes LLP. 

 

 

 

 



Legal & Risk Implications  
Under the current legal arrangements, the provision of mid-market properties in both 
Partnerships must have an exit at the 10th anniversary of each development.  Exit options 
include the sale of the properties to another provider / open market sales, the sale of 
properties to the Housing Revenue Account for social rent and in the case of the properties 
currently owned by Stirling Waterfront LLP, the sitting tenants must be offered the 
opportunity to purchase their property at market value. 

The proposed refinancing will secure the long term ownership of all 118 mid-market rent 
properties and provide security of tenure for the current and future mid-market tenants. 

The offer of grant funding from the Scottish Government is conditional on the current 
Scottish Government backed Guarantee for rent loss under the National Housing Trust 
initiative will expire in its entirety and will no longer be effective from the date of drawdown 
and that the new Delivery Partnership proposed in this report is set up by 30 June 2021. 

Since the creation of each Partnership, the Scottish Government backed Guarantee has 
never had to be called upon to make up for any significant rent loss.  The risk of the 
withdrawal of this Guarantee is minimal at present but in future will be managed by 
monitoring demand for any mid-market rental development.  Should demand for mid-market 
rent fall, Steadfast Homes LLP have options to dispose of properties or transfer to the 
Housing Revenue Account to minimise any financial risk to Steadfast Homes LLP and 
Stirling Council. 

The Council is required to introduce another member of Steadfast Homes to replace Scottish 
Futures Trust to continue to meet the requirements necessary to provide private rented 
tenancies.  There is a small risk that the introduction of a Council wholly owned LLP as the 
new member may be challenged by interested parties but such a structure is permissible in 
law.  To minimise and mitigate any risk of challenge the Council will undertake to identify an 
external third party member as quickly as possible. 

 

1. Background  
1.1. The Scottish Government set up the National Housing Trust to encourage 

developers to bring in to use housing sites which had been either mothballed 
or postponed due to a lack of market demand or available finance after the 
housing market crash in 2008.  The basic premise behind the model was that 
a local authority will enter in to a three way Limited Liability Partnership with a 
developer and the Scottish Futures Trust to provide a number of homes for 
rent.  The local authority would provide a significant proportion of the funding 
for a new build development generally 65 – 70% with the developer providing 
the remaining finance.  

1.2. Mid-market rent is a form of affordable housing whereby part furnished 
properties are offered for rent at around 90% of the Local Housing Allowance, 
the benchmark used to determine housing benefit payments to private sector 
tenants. 

1.3. Tenants sign a Private Residential Tenancy agreement as the properties are 
owned by a Limited Liability Partnership and not solely owned by Stirling 
Council. 

 

 



1.4. In 2011, Stirling Council, Scottish Futures Trust and Bett Homes Ltd entered 
in a Members Agreement (Stirling Waterfront LLP) for the delivery of 16 
flatted units at Forthside, Stirling under the National Housing Trust to deliver 
new build flatted properties for mid-market rent. Stirling Waterfront LLP took 
ownership of the completed development in January 2012.  In June 2019, 
Stirling Waterfront LLP bought out Avant Homes Ltd (formerly Bett Homes 
Ltd) developer share.  This resulted in Stirling Council having 99.999% of the 
voting rights in Stirling Waterfront LLP.  The remaining 0.001% is under the 
control of Scottish Futures Trust.  

1.5. As part of the legal agreement for Stirling Waterfront LLP there requires to be 
an exit strategy for the development on the 10th anniversary with any tenant at 
this point having the legal right to purchase their property at market value. 

1.6. In December 2012, Stirling Council agreed to set up a new Limited Liability 
Partnership between Stirling Council and Scottish Futures Trust only, with a 
remit to secure development opportunities and off the shelf purchases to 
increase the number of mid-market rent properties.  The new partnership was 
named Steadfast Homes LLP. Between 2013 and 2015, Steadfast acquired a 
further 102 units. 

1.7. In addition, Stirling Council’s Housing Service had been leasing 12 flats from 
a private landlord in King Street, Stirling for use as temporary accommodation 
under a 15 year lease.  In 2012 it was determined that the flats were no 
longer suitable for temporary accommodation and they were then converted 
for use as mid-market rent until the lease expires in 2022.  In early 2022 the 
Housing Service will review whether it wishes to extend the current lease for 
continued use for Mid-Market Rent or other housing purposes. 

1.8. Summary details of the full portfolio of mid-market rent properties currently 
under the control of Stirling Waterfront LLP and Steadfast Homes LLP 
including the property types, number of bedrooms and monthly rents are set 
out in Appendix 2 of this report.  

 

2. Considerations 
2.1 Demand for mid-market rent properties remains high with a low turnover of 

tenancies and therefore low rent loss through void periods.  Mid-market rent 
therefore provides another form of affordable housing.  It is meeting demand 
from applicants who are in work and do not want to be considered for social 
housing or would likely face a long wait for social housing and for those with 
aspirations to enter the home ownership sector but need to save for their 
deposit. With mid-market rents set at around 90% of the Local Housing 
Allowance and lower than comparable private rents, mid-market rent provides 
an opportunity for tenants to save for a deposit.  

2.2 With the first mid-market rent development acquired by Stirling Waterfront 
LLP in 2012 nearing the 10 year anniversary, consideration has been given to 
the required exit strategy with options including:- 

a) Disposal of all 118 mid-market rent properties as they each near their 10 
year anniversary; 

b) Transfer all 118 mid-market rent properties to Stirling Council’s Housing 
Revenue Account for social rent; 

c) Retaining all 118 mid-market rent properties but collapse the two current 
LLP’s and combining the properties in to a new LLP; 



d) Retaining all 118 mid-market rent properties and holding all the units in 
one LLP by re-purposing the existing Steadfast Homes LLP; or  

e) A combination of two or more of the above options.  

2.3 With there continuing to be strong demand for mid-market rent and that the 
majority of the current mid-market rent properties not being considered 
suitable for a possible transfer to the Housing Revenue Account social rent, 
the priority has been to explore option 2.2 d) above. 

2.4 Stirling Council and Scottish Futures Trust have carried out financial 
modelling that would enable all 118 mid-market rent properties to be retained 
in perpetuity and taking account of component replacement over the next 30 
years.  Component replacement would include programmed replacement of 
kitchens, bathrooms, windows, boilers etc.  The modelling included repayment 
of existing loans from Stirling Council to Stirling Waterfront LLP and Steadfast 
Homes LLP and thereafter financing interest payments on a new 40 year 
interest only loan on the basis of a 40 year maturity loan and generating 
sufficient revenue from rental income to the interest payments to Stirling 
Council, cover management, maintenance and insurance costs and sufficient 
initial working capital to cover core component replacement costs as their 
programmed date for replacement.  

2.5 The results of the financial modelling showed that on the base case and all 
sensitivity cases, the model is not financially viable on a solely debt funded 
basis.  Financial viability could only be achieved with a modest amount of 
additional funding, such as equity or grant funding. 

2.6 Stirling Council and the Scottish Futures Trust approached the More Homes 
Division within the Scottish Government with the results of the financial 
modelling and the requirement for grant funding to make the retention model 
viable.  An application for £3,422,000 of grant funding was submitted that 
equates to £29,000 of grant funding per unit. 

2.7 The Scottish Government made an offer of grant for £3,422,000 on 26 March 
2021.  The offer of grant was made on the condition that the existing Scottish 
Government backed Guarantee will expire in its entirety and will no longer be 
effective from the date of receipt of the grant and that the new Housing 
Delivery Partnership is set up by 30 June 2021.  

2.8 The “Guarantee” referred to in 2.7 above relates to the Scottish Government 
underwriting of any shortfall if rental income is insufficient to meet the interest 
payments on the loans during the first 10 years of any new mid-market rent 
development.  To date there has been high demand for mid-market rent with a 
low turnover in tenancies and thus a very low level of rent loss through void 
periods.  There has therefore been no requirement for either Stirling 
Waterfront LLP or Steadfast Homes LLP to call on the “Guarantee”.  

2.9 The requirement to set up the new Housing Delivery Partnership by 30 June 
2021 relates to the need to repurpose Steadfast Homes LLP by transferring 
the 16 units owned by Stirling Waterfront LLP to Steadfast Homes LLP and 
thereafter collapsing Stirling Waterfront LLP and thereafter a new Members 
Agreement for Steadfast Homes LLP being adopted.  In addition there will be 
a requirement to set up a new LLP to replace Scottish Future’s Trust as a 
member of Steadfast Homes LLP.  Should the recommendations set out in 
this report be approved, Officers will update the Scottish Government and 
seek an extension to the deadline of 30 June 2021 to allow the necessary 
legal work to be completed and signed off by both Stirling Council and 
Scottish Futures Trust. 



2.10 The proposed retention and refinancing of the mid-market property portfolio 
will enable the Board of the re-purposed Steadfast Homes LLP to acquire 
further mid-market rent properties as opportunities arise.  Any further 
acquisitions would be subject to the financial viability of the proposal, 
availability of any Scottish Government grant funding and evidence of 
continued demand for mid-market rent properties.  The authority for the Chief 
Officer – Housing to complete the acquisition of additional properties ensures 
that Steadfast Homes LLP can move quickly to secure additional acquisitions, 
always subject to the caveats contained within Recommendation 8.  

2.11 Appendix 1 of this report sets out the business case for the retention and 
refinancing of the mid-market rent property portfolio. 

2.12 A key aspect of the business case is the communication strategy with the 
existing mid-market tenants.  This would include notifying the current tenants 
of the Stirling Waterfront LLP development that they will retain their legal right 
to have the option of purchasing their property at open market value just prior 
to the 10th anniversary of the development in 2022 as set out in the current 
legal framework for Stirling Waterfront LLP.  Should any tenant decide not to 
exercise their right to purchase their property they will be assured of their right 
to remain as a mid-market rent tenant with the same rights under their current 
tenancy agreement. 

2.13 All tenants of both Stirling Waterfront LLP and Steadfast Homes LLP will 
receive letters setting out the new arrangements for their landlord that will be 
Steadfast Homes LLP for all mid-market rent tenants and that the long term 
future of Steadfast Homes LLP has been secured to give them certainty for so 
long as they wish to remain as a mid-market rent tenant with Steadfast 
Homes LLP.  In addition, they will be assured that the day to day tenancy 
management and maintenance of their homes will continue to be delivered by 
Stirling Council’s Mid-Market Rent Team within the Council’s Housing Service. 

 

3. Implications  

Equalities Impact 

3.1 The contents of this report were assessed under the Council’s Equality 
Impact Assessment process.  It was determined that an Equality Impact 
Assessment was not required as the proposal is for the re-purposing and re-
financing of the current Limited Liability Partnerships to secure the long term 
future provision for mid-market rental properties that will provide an affordable 
alternative tenure of housing.  

Fairer Scotland Duty 

3.2 The contents of this report were considered in terms of the Fairer Scotland 
Duty and were determined not to be of strategic importance.  

Climate Change, Sustainability and Environmental Impact 

3.3 The vast majority of the current portfolio of mid-market rent properties owned 
by Stirling Waterfront LLP and Steadfast Homes are new build properties 
constructed in the last 10 years.  All the properties have an Energy Efficiency 
Rating of ‘C’ or above and therefore exceed the proposed minimum energy 
efficiency rating for the private rented sector. 

. 



Other Policy Implications 

3.4 The retention of the mid-market rent portfolio and opportunity to expand the 
portfolio in the future supports the findings of the latest Housing Needs & 
Demand Assessment for the Stirling Council area in helping to meet demand 
for affordable rented accommodation.  

Consultations 

3.5 The Housing Advisory Group were consulted at a meeting held on 21 May 
2021 as the Housing Revenue Account has a minority equity stake in some of 
the mid-market rent developments that was required at the time of their 
acquisition to ensure that the developments were financially viable for mid-
market rent.  The current total value of the Housing Revenue Account’s equity 
is currently £1.334m.  The Housing Advisory Group were supportive of the 
proposals.  Scottish Futures Trust were also consulted on the contents of this 
report as partners in both current Limited Liability Partnerships and will 
continue to be the Council’s partner in the new re-purposed Limited Liability 
Partnership. Scottish Futures Trust has confirmed that they support the 
recommendations set out in this report which ensures the long term retention 
of the mid-market rental portfolio.  

 

4. Background Papers 
4.1 EqIA Relevance Check. 

4.2 Delivering Mid Market Rent Housing Through the National Housing Trust – 
Stirling Council, 30 June 2011. 

4.3 National Housing Trust – Stirling Council Variant – Stirling Council, 13 
December 2012. 

4.4 Mid Market Rent Acquisition and Development Strategy – Stirling Council, 13 
December 2012. 

4.5 Mid Market Rent Update – Environment & Housing Committee, 8 February 
2018. 

 

5. Appendices 
5.1 Appendix 1 – Business Case.  

5.2 Appendix 2 – Stirling Waterfront LLP & Steadfast Homes LLP Update. 
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Wards affected: All 

Key Priorities: C - We will create more affordable & social 
housing in all Stirling's communities. We will 
lead by example as an organisation in setting 
exceptional standards in building , 
environmental and employer practice, tenant 
relations & homelessness prevention 

Key Priority Considerations: N/A. 

Stirling Plan Priority Outcomes: 

(Local Outcomes Improvement Plan) 

Resilient - People are part of safe and caring 
communities within an attractive and 
sustainable environment 

 

 


