
CABINET  

Monday 21 June 2021  

UPDATE ON PURCHASE OF CHALCROFT SOLAR PARK LIMITED 

Report of the Executive Head of Finance & Housing 

 

Recommendation: 

It is recommended that Cabinet note the final terms and process for the completion 
of this transaction, including reliance of the revised Business Plan on the sale of 
energy through a private wire to commercial assets on the One Horton Heath Site. 
 

Summary 
 
The purchase of Chalcroft Solar Park Limited (CSP) was approved by Cabinet in 
September 2020 to improve the infrastructure on the One Horton Heath (OHH) site, in 
particular the link road from Bubb Lane to Allington Lane.  

The final purchase terms have been approved by the Leader of the Council, Chief 
Executive and Chief Financial Officer to complete the purchase on 28 May 2021. However, 
whilst within the financial limits approved it was considered important to update Cabinet on 
the full detail of the transaction and final business case.  

Statutory Powers 
 
Localism Act 2011 

 

Strategic Implications  

1. This proposal responds to the One Horton Heath Project Brief, as well as 
several of the Council’s Corporate Objectives.  

2. A key Council Corporate Plan objective is ensuring there is a planned housing 
supply to meet residents’ requirements for new housing in the Borough.  The 
Corporate Strategy for Housing (February 2018) explains that the Council is a 
housing delivery enabler and taking responsibility for making development 
happen in the area, with an emphasis on actively using its own assets and 
capabilities to unlock housing opportunities. 

3. The Green Borough Corporate Strategy (February 2018) includes a 
commitment to seeking opportunities to expand the Council’s renewable 
generation systems.  On 7 November 2019 the Council approved a Climate 
and Environmental Emergency Action Plan, in response to the Emergency 
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declaration on the 18 July 2019.  This recognises that the Council has service 
areas responsible for carbon emissions reduction; and targets have been set 

related to Solar PV (Photovoltaic) installation, amongst other efforts. 

Introduction 

2. As previously reported, the most efficient and effective design of the link road 
connecting Bubb Lane to Allington Lane was to run through the west of the 
site around the Solar Farm.  The Council did not have land control of the Solar 
Park or rights of access.  It was agreed in September 2020 that obtaining 
control of the Solar Park and associated land would benefit the efficacy of the 
planned link road and improve the overall master planning.  The Council has 
since sought to purchase the land and Solar Park and after a detailed due 
diligence process the Solar Park and Land were purchased on Friday 28 May 
2021. 

3. During the due diligence work a number of issues were identified and whilst 
the deal remains within the parameters of the original approval, it was 
considered important to update Cabinet on the final transaction process and 
the reliance of the business case on the sale of power using a private wire to 
the commercial buildings on the OHH site.  

Due Diligence 

4. The relevant approved recommendations from the September 2020 Cabinet 
report were: 

5. It is recommended that Cabinet: 

a) approves the purchase of freehold land (Chalcroft Solar Park) for 
£9.53M, including acquisition costs, to be funded by future 
development value of the land; 

b) approves the purchase of Chalcroft Solar Park Limited from Octopus 
Investments for £17.37M, including acquisition costs, to be funded by 
borrowing repaid by income through the sale of green power; and gives 
the Corporate Director Support Services (CFO) and Leader of the 
Council delegated authority to complete the terms of purchase within 
the agreed funding and subject to due diligence; 

6. The land purchase indicated above in (5a) has completed as planned with no 
issues and the cost will be funded from the future development value of the 
land which may include the development of a new Solar Park and as such will 
not be detailed any further in this report.  This report gives an overview of the 
due diligence undertaken to purchase the Solar Park and the revised business 
case for the purchase. It details the Council’s ‘legal’ ability to run a solar park, 
the legal due diligence surrounding the share purchase of the company, the 
legal implications of relocating panels (to accommodate the delivery of a spine 
road for the One Horton Heath development), the commercial view of the 
future performance of the Solar Park, the condition of the assets being 
purchased (notably Solar Panels and associated equipment), the financial 
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viability of the business case, and the tax implications of entering into this 
purchase. 

7. The due diligence covered four main areas: 

a) Legal (TLT Solicitors) 

b) Technical & Commercial (JLL & RINA) 

c) Accounting & Tax (Arlingclose, Taylor Cocks (TC) and Portland 
Business Support & Advice (PBS)) 

d) Company Due Diligence 

Legal Due Diligence 

8. There were two key areas of legal work undertaken; these were the Share 
Purchase and the Legal ability to sell the volume of power produced.  TLT 
Solicitors were instructed to undertake all due diligence connected with the 
purchase of the shares of the solar park business (in addition to advising on 
‘legal’ ability to supply), alongside advising on the ramifications (if any) of 
relocating solar panels to accommodate road alignment.  TLT obtained 
Counsel’s advice which addressed the latter in robust fashion confirming no 
negative accreditation impact will be caused by relocating the panels. In 
relation to the share purchase, TLT have reviewed all pertinent documentation 
provided by the seller contained in a dedicated data room, have liaised with 
the seller’s solicitors in the drafting of the Share Purchase Agreement (SPA) 
and advised the Council on all related matters and were satisfied there were 
no significant issues.  

9. As the business plan for the purchase is based on selling the energy via a 
private wire to Council buildings/tenants it was important to ensure this could 
be done on such a large scale. Advice was sought from our legal advisors, 
TLT, regarding this specific issue and three areas of “supply” as detailed 
below:  

a) providing (distributing and selling) electricity to an Energy Service 
Company (ESCO) formed to operate heat pumps and deliver heat to 
residents of the OHH development; 

b) providing (distributing and selling) electricity to third party 
owners/occupiers of commercial buildings connected to the private 
network in the OHH area; and 

c) providing electricity for facilities serving the OHH development that are 
owned by the Council itself such as Electric Vehicle charging points. 

10. With regards to self-supply at 9c) there are no legal issues with a company 
producing and consuming its only energy.  Point 9a) concerns potential supply 
to new residential properties at OHH, but it has yet to be decided whether this 
will form part of the OHH energy strategy. Further advice will be sought when 
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required as this is a highly regulated sector and as such, the income from 
such supply is not included in the updated business plan.  

11. Point 9b) focusses on the Council supplying its own commercial tenants with 
energy.  There are various exemptions that apply, allowing the Council to do 
this.  In summary the exemptions are Class A “Small Supplier” whereby the 
Council can supply up to 5MW (including residential) at any one time.  This 
exemption is likely to apply, but due to the wider generation the Council 
already achieves it is possible 5MW may be exceeded.  In this instance there 
is Class C “On-site supply”, which would apply to the OHH site, meaning the 
limit for exemptions is increased to 100MW - which the Council is very unlikely 
to exceed.  However, this issue of suppling the Council’s own tenants raises 
an issue as the Council would be Landlord and CSP would be the supplier.  
This issue has been resolved with the tax and liquidator advisors and can be 
found at paragraph 16. 

12. The internal Council’s Legal Team also overviewed the documents and all 
questions raised have been addressed. 

Technical Condition Due Diligence 

13. There is an existing Business Manager (Quintas) appointed by CSP to 
monitor and run the Solar Park business alongside an Equipment & Assets 
Manager (RES).  These contracts survive the purchase of shares by the 
Council with full reliance passing to the Council once the shares are acquired. 
As such, reliance can be placed on the information, disclosures and 
warranties provided by Octopus during the acquisition process. 

14. At the end of March 2021, the current owners made the Council aware of an 
‘outage’ at the Solar Park in February 2021 (due to the failure of a high 
voltage busbar) which has been fixed.  Consequently, as an additional 
measure, an independent technical adviser, RINA, was instructed to conduct 
a red flag review of all documentation concerning all Solar Park equipment, to 
review all outages – specifically the one in February, review all maintenance 
and associated logs, to liaise with the existing Asset Manager and to value the 
residual value of the equipment with grid connection.  RINA found that 
equipment outages during the past 12 months were as ‘typically expected’ 
and generally (despite Covid restrictions) repairs were actioned within 
reasonable timescales.  Except for the busbar issue in Feb 2021, ‘the site has 
not experienced any major downtime in the last year.  RINA’s report 
recommends obtaining additional information concerning the various outages 
recorded and confirmation of the works due to be undertaken to permanently 
fix the busbar.  The works to the busbar have now been included in a warranty 
in the Share Purchase Agreement with the seller guaranteeing the repair for 
12 months.  

15. The need for new boundary fencing has been identified.  The specification 
Octopus/CSP are required to meet would be inappropriate in the context of 
development proposals by OHH.  The costs and management of this works at 
a cost of approximately £45,000 is included within the infrastructure budget of 
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OHH as the project was required to more fully secure the Solar Park from the 
development as part of the original project. 

 

 

Accounting Due Diligence 

16. As detailed in paragraph 11 there is a potential issue regarding the Council 
not being the Landlord and Supplier of the energy to commercial units.  As 
such the transaction was changed to include a further stage after the share 
purchase.  After the Council purchase CSP, we will then purchase the Solar 
Panels and associated contracts from CSP and operate the solar park itself.  
This ensures that the supply issue is addressed and any additional 
governance or operational issues around operating a company no longer exist 
as once the panels have been purchased, the company will be liquidated.  
The liquidation will not take place immediately, whilst all company tax 
requirements and filings are met, and further consideration is given to 
residential supply. This supply may require a private company to deliver, so 
during this time the company will be registered as dormant. 

17. The Council appointed Arlingclose to carry out initial accounting due diligence 
on the Company purchase.  They highlighted and agreed the following; 

a) That Minimum Revenue Provision on the purchase of shares, can only 
be over 20 years.  The original business case was over 22 years to 
take account the expected useful life of the Solar Park.  This has been 
adjusted in the latest business case. 

b) The proposed accounting treatment and transactions which have been 
agreed with Arlingclose.  These take account of advice from PBS 
regarding the immediate sale of the panels from CSP to the Council as 
detailed above. 

18. There were no other issues raised by Arlingclose regarding the transaction, 
who advised the accounting proposed was in-line with CIPFA requirements. 

Taxation Due Diligence 

19. The Council appointed TC to carry out initial tax due diligence, looking at two 
key areas.  Firstly, the purchase of the company, and secondly, the post 
purchase arrangements concerning liquidating the company and bringing the 
assets ‘in house’ to the Council. 

20. The purchase due diligence noted 2 medium risk areas as follows: 

a) Transfer Pricing – As the company has current intercompany 
transactions, it needs to ensure that transfer pricing rules have been 
followed.  TC stated that the pricing used seems reasonable, but 
warranties should be added to ensure they have been followed.  These 
warranties have since been added to the purchase agreement. 
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b) VAT Grouping – As VAT liabilities will transfer with the company to the 
Council as new owners, the Council have been assured all current VAT 
liabilities are paid, and warranties have been added to ensure liabilities 
for subsequent payment is clear. 

21. TC also highlighted that SDLT payments should be checked to ensure they 
have been paid, and that the corporation tax information from June 2020 
should be provided or warranted before purchase.  These have been provided 
to the Council and relevant warranties added. 

22. As the Council is not a taxable body under corporation tax, it is often 
advantageous, where possible, to operate a profitable business within the 
Council rather than in a Special Purpose Vehicle (SPV).  Therefore, the 
Council appointed TC to highlight any potential tax implications of this post 
purchase process, and to also look at what other options there may be. 

23. PBS who are specialists in business advice and liquidations were engaged to 
work alongside TC to advise on the best next steps.  Both are satisfied that 
the transaction process set out at Appendix 1 is the best way for the Council 
to ensure it meets its tax and company obligations. 

Company Due Diligence 

24. In addition to the due diligence carried out by experts, the Council has also 
carried out its own due diligence into the operation of the company, post 
purchase. 

25. There are two service contracts that are in place - one to run the business 
(Quintas) and the other to operate/maintain the site (RES).  These will 
continue after the Council purchases the business.  When appointed, the 
Council’s Sustainable Energy Manager will assume overall responsibility for 
the asset, with the Sustainability Officer, acting on the Council’s behalf in the 
interim period.  The RES contract was recently retendered, resulting in an 
improvement to the costs included in earlier financial models. 

26. The following material contracts are currently providing services to CSP 

Description  Date  Parties 

Grid Connection 

Agreement 

27 February 2013 Southern Electric Power 

Distribution Plc 

Chalcroft Solar Park 

Limited 

Asset Management 

Services Agreement 

14 July 2016 Quintas Energy S.L. 

Chalcroft Solar Park 

Limited  
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Smartest Energy PPA 13 September 2013 as 

amended on 20 

December 2019 

Smartest Energy Limited 

Chalcroft Solar Park 

Limited 

Lease relating to land at 

Chalcroft Farm, Burnetts 

Lane, West End, 

Southampton, SO30 2HU 

28 January 2013 as 

amended on 12 May 

2016  

Andrew Gordon Owton  

Robert Owton 

Chalcroft Solar Park 

Limited 

Operation and 

Maintenance Agreement   

29 May 2020 Chalcroft Solar Park 

Limited 

Renewable Energy 

systems Limited  

Operation and 

Maintenance Agreement   

26 May 2020 Chalcroft Solar Park 

Limited 

SSE Contracting Limited 

Erova Energy PPA 17 March 2021 Chalcroft Solar Park 

Limited 

Erova Energy Limited 

 

27. All of the above contracts except for the lease of the land will continue to be in 
effect within CSP once the ownership has changed to the Council.  As the 
Council will also become freehold owner of the land it will have no need to 
charge a rent to itself. Therefore, this lease will be terminated by the current 
landowners prior to the purchase. 

Financial Implications 

28. The original business case provided, presented to Cabinet in September 
2020, was based on initial findings from the consultant JLL and was based on 
perceived income levels and power prices at the time; subsequent revisions 
have fine-tuned this business case. 

29. It should be noted, there was an additional income stream/cost saving 
included in the original business case presented to Cabinet. This was for the 
Solar Park Business to provide power to the Council to run its operational 
buildings across the Borough.  This has subsequently been removed from the 
original business case due to discussions with power purchasers who viewed 
this option as unfeasible.  However, worked on this will continue and could 
add an additional circa £2.5m of income to the Council over the life of the 
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asset. However, as the likelihood of this happening has reduced, this has 
been removed from the original business case. 

30. In addition, the Business case has been reprofiled since originally set in 
September 2020. This is due to an increase in income due to an updated 
power profile, as power prices have generally increased since September 
2020 and also, a reduction in income due to the implementation of the private 
wire being pushed back to better align with the employment land at OHH 
coming into use. 

31. The general reduction in interest rates since September 2020, and the 
reprofiling of MRP as instructed by Arlingclose are also reflected in the current 
business case. 

32. A summary of the movements since the original business case was set is 
shown below and the full business case can be found at Appendix 2. 

Type of adjustment Value 

High Case Surplus Sep 20 £3,983,889 

Removal of Sleeving Arrangement (£2,420,000) 

Reprofiling of Income (1,450,055) 

MRP & Interest Adjustments £1,134,813 

O&M/Insurance price adjustments (£105,251) 

Current Business Case Surplus £1,143,396 

 

33. The Council has also consulted the updated PWLB guidance to ensure this 
acquisition would not fall within the ‘debt for yield’ category.  Given this 
purchase is only being made; 

 to complete land assembly 

 to facilitate infrastructure as part of a housing development 

 there will be changes to the asset in terms of solar panel relocations 
due to the link road being built  

the Council does not consider this to be ‘debt for yield’, but instead would 
classify this as regeneration spending, under the PWLB’s definitions of 
activities.  The Council have had this view corroborated by Arlingclose. 

 
 

Risk Assessment 

34. Highlighted below are some of the key risks remaining with the purchase, 
which themselves cannot ever be totally removed but are mitigated through 
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maintenance and monitoring contracts. Additionally, the significance of the 
Private Wire income has been raised with the OHH Board: 

a) Power generation is lower than expected reducing income compared to 
business plan. 

b) Power prices drop reducing income compared to business plan. 

c) Unexpected equipment failure significantly affecting power generation. 
Resulting loss in income and unbudgeted repair costs. 

d) Demand via private wire does not materialise with reduction in income 
compared to business plan. 

e) Failure to maximise opportunity for consumption of power at source via 
private wire with resulting reduction in income compared to business 
plan. 

Equality and Diversity Implications 

35. The Equality Act is not relevant to the decision in this report because it is a 
report dealing with internal or procedural matters only. 

Climate Change and Environmental Implications 
 

36. There are no implications resulting from the further due diligence considered 
by this report. 

37. However, owning, utilising at source, and promoting use of clean power 
accords with Corporate Objectives and will further demonstrate the Council’s 
commitment to tackling climate change and protecting the environment. 
 

Conclusion 

38. The further due diligence carried out since Cabinet approved purchase of the 
Solar Park business and freehold does not fundamentally change the 
proposal to bring these assets in to Council ownership. 

39. The purchase price of the business is higher than market value but is felt to be 
affordable when considering: 

a) Benefits to the OHH masterplan including more efficient use of land 
already owned by the Council. 

b) Securing more desirable highway infrastructure than could otherwise 
be achieved. 

c) The Council’s ability to increase revenues of the current business 
through sale of power to non-residential uses on the OHH 
development. 
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d) Green credentials realised by users of the development and Council 
because of owning and operating the Solar Park land. 

e) Long term redevelopment potential of the land. 

40. It is, however, important to note the reliance of the favourable business case 
on the Private Wire income.  If this does not materialise by 2032 when 
Government Grant funding stops the Solar Park operation will start to cost the 
Council approximately £300,000pa.  As such it is important that OHH keeps 
Cabinet updated on progress so that it can determine the future of the Solar 
Park operations if required. 

ANDY SMITH 
EXECUTIVE HEAD OF FINANCE & HOUSING 

 
Date: 27 May 2021 
Contact Officer: Andy Smith  
Tel No: 023 8068 800 
e-mail: andy.smith@eastleigh.gov.uk 
Appendices Attached: 2 
 

LOCAL GOVERNMENT ACT 1972 - SECTION 100D 

The following is a list of documents which disclose facts or matters on which this 
report or an important part of it is based and have been relied upon to a material 
extent in the preparation of this report. This list does not include any published works 
or documents which would disclose exempt or confidential information. 

* None. 
 


