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Purpose

The report considers the outcomes of the work undertaken to review the Lion
Homes business plan and the associated economic climate and other relevant
factors leading to conclusions and recommendation about the future and next
steps for the company.

Recommendation:

It is recommended that Cabinet approve the recommendation received from the
Lion Homes Shareholder Panel to undertake a Members Voluntary Liquidation of
the company.

Policy framework

The Council has five corporate priorities, which are:

¢ An open and modern Council.

A prosperous Norwich.

A fairer Norwich.

A climate responsive Norwich.

A future-proof Norwich.
This report links to all of the corporate priorities.
Report details

1. Lion Homes, formerly known as Norwich Regeneration Limited, was
established as a limited liability company to deliver affordable housing and an



additional income stream for Norwich City Council. In 2024, in accordance with
good practice, Norwich City Council in its role as sole shareholder initiated a
review of the company’s business plan. The CIPFA Local Authority Owned
Companies: A Good Practice Guide states,

“It is good practice for the local authority to review its companies on a
regular basis. Over time circumstances change, strategic direction may
alter and there will be different financial imperatives. Assurance around
the approach being taken to the company portfolio should serve to ensure
that risks are managed effectively and that public funding is used
efficiently.” [page 69]

. The review was scoped to reflect the following,

“The objective of the review is to assess the level of financial risk the
Council is exposed to through LH especially given the current economic
climate and pressure on local government budgets; to assess alignment of
NCC'’s corporate objectives with the purpose of the company; and to
consider opportunities for the company to diversify to minimise risk.”

. Lion Homes (originally known as Norwich Regeneration Limited (NRL)) was
incorporated with two clear objectives in July 2015:

a. The provision and management of private homes for sale and rent

b. The generation of a new alternative source of income to support the
Council’s wider activities.

. The challenge throughout the review was to understand the financial and
commercial viability of the company both in the moment and in the longer term.
In addition, there are now a number of alternative routes for a local authority to
invest in housing development, including affordable housing, that are
potentially less risky and provide better prospects for achieving value for
money, whether via partnerships with developers, including registered
providers, and/or the Housing Revenue Account.

. These challenges are set within the context of a challenging market which will
always entail significant risks whether these be in terms of the supply of
suitably skilled construction staff or building materials as well as the risk in
terms of the demand for housing at a price that will deliver an appropriate rate
of return on investment. Recent changes within the economic environment
have also provided additional adverse impacts upon the company’s business
plan.

. In recognition of these changing circumstances and challenges and in full
knowledge and collaboration with the Lion Homes Board of Directors, expert
advice was sought to identify and understand the options available to the
company and Norwich City Council as the sole shareholder.

. The findings were presented to the Shareholder Panel on the 17 June 2025
and briefings by various members of the Norwich City Council Statutory
Officers Group to Cabinet Members, Lead Member of the largest opposition
group, chairs of the Audit and Scrutiny Committee amongst others were made
throughout the remainder of June.



8. The conclusion of the Shareholder Panel was to reluctantly but unanimously
recommend to Cabinet that Lion Homes (Norwich) Limited should undergo a
solvent winding up by way of a Members Voluntary Liquidation process.

Consultation

9. The Lion Homes Board of Directors were engaged with and collaborated in the
work undertaken to make the resolution to the Shareholder Panel.

10.Briefings were undertaken with Cabinet and Committee chairs, as well as the
Shareholder Panel and other Members of the Council.

Implications
Financial and resources

11.Any decision to reduce or increase resources or alternatively increase income
must be made within the context of the council’s stated priorities, as set out in
its community-led plan “We are Norwich” and budget.

12.There are proposals in this report that would reduce resources reflective of the
commitment to ensure that creditors of the company will be fully recompensed
for any outstanding invoices as part of the Members Voluntary Liquidation
process. The exact amounts involved will become apparent as part of the
implementation of the liquidation process.

13.The council has been prudent in anticipating some of the risks associated with
the company. These funds will be utilised to support the obligations falling due
within the recommended Members Voluntary Liquidation.

14.There is no requirement at this time for additional funding to support the
recommended approach and service budgets will be unaffected.

Legal

15.The recommendation has been underpinned by the reviews undertaken by
independent consultants, 31Ten and Grant Thornton, and advice has been
sought from external legal advisers including Birketts. The Board of Directors
of Lion Homes also took separate independent legal advice prior to indicating
to the Shareholder Panel that the Board supported the implementation of a
Members Voluntary Liquidation process.

16.The reviews and subsequent collaborative work undertaken to arrive at the
recommendation within this report highlighted the consideration of a number of
statutes, including

e The Subsidy Act 2022
e The Companies Act 2006 and
e The Insolvency Act 1986



If the recommendation is approved the implementation of the Members Voluntary
Liquidation will be undertaken in collaboration and with the expert advice of both
Birketts and Grant Thornton, thereby ensuring compliance with all relevant

statutory responsibilities.

Statutory considerations

Consideration

Details of any implications and proposed
measures to address:

Equality and diversity

Staff supporting the company are employees of
Norwich City Council and consequently are not

directly affected by the recommended action.

(RITAs)

Reducing Inequality Target Areas N/A

impact

Health, social and economic

The Council will retain the assets of the company
and will be able to assess alternative approaches
for the future development of sites previously
earmarked for development by Lion Homes.

Crime and disorder

N/A

Children and adults safeguarding N/A

Environmental impact N/A
Risk management
Risk Consequence Controls required

Financial Risk
associated with private
sector housing
development.

Housing development,
especially including
private sector housing,
faces risks from supply
side costs, changes in
demand for homes
developed as well as
inflationary and
investment costs, in

particular lending costs.

The recommended action to
enter into a Members
Voluntary Liquidation process
protects the council against a
level of financial risk that is
considered unacceptable,
whilst retaining the assets of
Lion Homes and the
opportunity to consider
alternative options for future
development.




Risk

Consequence

Controls required

Subsidy Act

The council has a
statutory duty to comply
with the Subsidy Act, in
particular

* A subsidy for
rescuing an ailing
or insolvent
enterprise is
prohibited.

* A subsidy for
restructuring an
ailing or insolvent
enterprise is
prohibited

The Members Voluntary
Liquidation process will mean
that the Council does not
breach the Subsidy Act
statutory requirements.

General Fund
Investment

The council has a
degree of headroom in
relation to the level of
borrowing currently
undertaken. Further
borrowing would entail
additional costs, both
revenue and capital.
The current position
reflects the risks that
accrue in such
circumstances

The council has limited
resources and the
recommended approach
maintains flexibility in
determining how resources
are assigned.

The fiduciary duty of the
council is upheld.

Reasons for the decision/recommendation

17.The financial position of the company and the specific implications arising from
the change in economic circumstances and the requirements of the Subsidy
Act mean that a decision about the future of the company is required now.

18.The work undertaken collaboratively between council officers and the Board of
Directors has resulted in the recommendation to the Shareholder Panel, which
in turn has been endorsed by the Panel and is now recommended to Cabinet.

19.The Council is also scheduled to publish its draft Statement of Accounts for
2024 — 2025, which is required to present a true and fair view of the council’s
financial affairs, including the trading status for wholly owned companies such

as Lion Homes.

Background papers: None




Appendices: None
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