
Herefordshire Council, Development & Regeneration Programme
Station Approach and County Bus Station Site

Options Appraisal to Support Stage 0, 16th March 2018

1. Council Objectives and Constraints
1.1. The Council require the following accommodation to be provided:

1.1.1. A 200 unit accommodation block on behalf of the Hereford College of Arts (HCA).

1.1.2. A 150 unit accommodation block for Wye Valley NHS Trust as nurses/key worker accommodation.

1.1.3. A multi storey car park (MSCP) of between 400 and 800 spaces.

1.1.4. Ancillary retail and / or commercial space to support the above.

1.2. In providing the above accommodation, the Council’s objectives are:

1.2.1. To support the HCA in their aspirations to sustain and grow their offer to students. HCA have advised that they would like to 
have a new accommodation block provided by September 2020 and are willing to be flexible in their approach.

1.2.2. To support the NHS in recruiting and retaining keyworkers through the provision of quality accommodation and safe, secure 
car parking close to their facilities.

1.2.3. To support the Council’s car parking strategy which includes the provision of a MSCP to provide parking for commuters, 
shoppers and which is close to the hospital that will also free up existing surface level car parking in the city centre and reduce 
the amount of car traffic in and around the city centre.1

1.2.4. To develop a building on the Station Approach (SA) site that is of a quality to complement the adjacent railway station building 
which is Grade II listed.

1.2.5. To deliver a comprehensive redevelopment of the County Bus Station (CBS) site incorporating the existing Odeon and 
adjacent buildings fronting Commercial Road.

1 Alpha Parking Report, February 2017



1.2.6. To support the NHS in provision of facilities to complement their offer. This includes the potential to utilise NHS land adjacent 
to CBS site as part of a comprehensive redevelopment, potentially with a land swap between 2tegether NHS Foundation Trust 
and Wye Valley NHS Trust if that can be agreed.

1.2.7. To meet the objectives of One Public Estate (OPE) and specifically the Central Hereford: One Public Estate report approved 
by Cabinet on 27th July 2017 insofar as it relates to the sites.

1.2.8. To support the objectives of Invest Herefordshire.

1.2.9. Be in accordance with the current planning framework.

1.2.10. To establish a Business Case that demonstrates the benefits to the Council, partners and wider community.

1.2.11. To enhance the city of Hereford.

1.3. From the above objectives the two key drivers for the project are:

1.3.1. The decision on the location of the MSCP, and

1.3.2. The need to provide accommodation for HCA by September 2020.

2. Sites Available
2.1. The Council have land holdings at SA and CBS sites which are located to the North East of Hereford City Centre. SA is located to the 

North of the new Link Road and adjacent to the railway station. CBS is located to the East of Commercial Road.

2.2. Attached below are indicative red line boundaries for each site indicating the Council’s ownership (noting both boundaries are subject 
to verification).

Station Approach 
Location Plan.pdf

County Bus 
Station.pdf

2.3. The Council are to confirm when vacant possession of the Council owned sites can be granted.

3. Planning Issues
3.1. The SA site occupies a strategic position alongside the Grade II listed railway station. Whilst the site is not allocated for development, 

any proposals would be subject to Core Strategy Policy LD4 which states that development proposals that affect the historic 
environment should protect, conserve and, where possible, enhance heritage assets whilst also contributing to the character and 



distinctiveness of the townscape or wider environment. The Hereford Area Plan Issues and Options consultation (April 2017) sought 
comment on how to improve access to the railway station and whether the Hereford Area Plan include specific policies to protect the 
landscape and environmental qualities of the city. As a result, the Hereford Area Plan includes policies that further impact upon the 
future development of this site and so engagement in the plan-making process will be essential.

3.2. With regard to the CBS site, Core Strategy Policy HD3 recognises the need for better integration between bus and rail services whilst 
the link road package includes proposals to establish a transport hub at the station forecourt. This would facilitate the redevelopment 
of the existing bus station site, which was originally anticipated as part of the 2007 City Centre regeneration plan. The Council’s 
Economic Vision also recognises that there are opportunities to rationalise car parking by identifying edge of centre sites, potentially 
for multi-storey facilities, to replace current car parks, reducing the amount of car traffic in the city centre. The Hereford Area Plan 
includes policies that further impact upon the future development of this site and so engagement in the plan-making process will be 
essential.  The Governor’s House is Grade II Listed.

4. Options Appraisal
4.1. A series of option appraisals have been carried out to consider the optimum location for the accommodation. In terms of meeting the 

first key objective, to support the Council’s car parking strategy via the provision of a MSCP, immediate consideration of the advantages 
and disadvantages of the two potential sites reveals: 

Site Advantages Disadvantages
SA  Close to the railway station for commuters  Distance limits wider use of car park2

 Difficult to achieve an architectural solution that 
complements the railway station (planning concerns)

 More expensive build cost/space than CBS site. The 
footprint of the land is too inefficient to build a 
sizeable car park at competitive rates3

CBS  Currently the most heavily used car park in the city 
centre4

 Closer for shoppers and hospital
 Cheaper to build
 Potential to incorporate into wider development 

enabling cross subsidy to achieve viability

 Maybe perceived as being further away for 
commuters?

2 Alpha Parking Report, February 2017, Para 6.3
3 Findings of Indigo, a specialist car park provider consulted by Cityheart 
4 Alpha Parking Report, February 2017, Para 6.5



4.2. Factoring in the wider considerations, the following 6 options have been considered:

4.2.1. Do minimum – maintain the surface car parking on both sites (209 spaces); no land assembly.

4.2.2. Station Approach 1 – develop a MSCP on the SA site (400 spaces); no land assembly.

4.2.3. Station Approach 2 – develop a MSCP on the SA site in cooperation with Network Rail (likely potential for 800 spaces); no 
land assembly around the CBS site.

4.2.4. Station Approach 3 – develop a MSCP on the SA site in cooperation with Network Rail (likely potential for 800 spaces); 
assemble potential development land around the CBS site; key worker / student accommodation and commercial development 
on the CBS site.

4.2.5. County Bus Station 1 – develop a MSCP on the CBS site (500 spaces); key worker / student accommodation on the SA site; 
no land assembly on either site.

4.2.6. County Bus Station 2 – develop a MSCP on the CBS site (500 spaces); student accommodation on the SA site; assemble 
potential development land around the CBS site; key worker accommodation and commercial development on the CBS site.

4.3. Consideration against the wider partner’s and OPE and Invest Herefordshire objectives has the following results:

Meets partners’ requirements OPE and Invest Herefordshire
Option Student 

accommodation
Key worker 

accommodation
Car parks 

located to serve 
commuters and 

shoppers

Land 
released for 

housing

Provides 
capital 
receipt

Provides 
rental 

income

1 Do minimum   ?   
2 Station Approach 1   ?   
3 Station Approach 2      
4 Station Approach 3      
5 County Bus Station 1      
6 County Bus Station 2      

4.4. Clearly only two of these options meets all the objectives – SA3 and CBS2. Both of these would include land assembly to deliver the 
overall objectives.



4.5. Initial conversations with Network Rail have revealed that the decision on whether or not to jointly develop a MSCP on the SA site and 
adjacent Network Rail land needs to be undertaken with the rail franchisee. The franchise (which will run for 15 years) is currently out 
to tender and the new incumbent expected to be in place by October 2018 (although noting two of the four pre-qualified bidders have 
withdrawn from the process).  It will therefore be October 2018 at the earliest before any discussions could be held over the potential 
to utilise or incorporate Network Rail’s car park and the incoming franchisee will have regard to their overall infrastructure capacity and 
demand management policy (for example in relation to railheading) and so the outcome is not possible to predict at this time. 

4.6. The reported key priorities for the new franchisee will be the design and build of the next phase of the South Wales Metro and the 
electrification of lines and so it appears a delay of at least 12 months is highly likely before any substantial progress could be made 
when compared to utilising land solely within the Council’s ownership with no certainty as to the outcome.

4.7. In addition, any business case to utilise Network Rail’s land will need to show a positive financial position for the new franchisee. The 
typical pay-back period (using the assumptions outlined in this report and the cheapest possible form of financing) for the MSCP will 
be 18 - 20 years which is clearly longer than the timeframe of the franchise itself. The franchise cannot be put in a position whereby it 
passes on liabilities to future potential operators. The payback period for the MSCP would therefore need to be reduced (for example 
by accelerating loan payments or guaranteeing revenue assumptions) meaning any shortfall would need to be met by the Council to 
support the business case.

4.8. The key objective for the Council is to have a viable MSCP developed as soon as possible. This would seem to rule out the provision 
on the SA site for the following reasons:

4.8.1. The Council owned SA site is not large enough to develop a viable solution – the build cost will be circa 35% more expensive5.

4.8.2. It will not be possible to even commence discussions with the new Network Rail franchisee until October 2018. There is no 
indication that this will be a priority for the incoming franchisee. This will essentially sterilise the SA site at a time when there 
is a time pressure to deliver on this key strategic site, on the back of the investment in the Link Road.

4.8.3. Any solution for the new franchisee will need to have a payback period within the 15 year franchise term.

4.9. By contrast, the provision of the MSCP on the CBS site has the following advantages

4.9.1. The MSCP can be located on land already owned by the Council and delivered as a first phase. This provides confidence to 
commence design works for the MSCP as soon as Stage 0 approval has been given by the Council providing the earliest 
possible solution to delivering the MSCP.

5 Findings of Indigo, a specialist car park provider consulted by Cityheart



4.9.2. The size and configuration of the CBS site will allow for an efficient design resulting in a viable solution.

4.10. Finally, turning to the other key objective, to deliver the accommodation for HCA by September 2020, a consideration of the two 
potential sites has the following results:

Site Advantages Disadvantages
SA  All land required currently in Council ownership

 Quality architectural solution adjacent to railway 
station

 Site already confirmed as DRP site – no Stage 0 
approval required6

 Initial design already in place from bid stage
 Complements the proposed Primary Care Hub to be 

developed to the north west of the railway station, 
reinforcing the benefits of the new City Link Road

 Accommodation close to railway line

CBS  All accommodation on one site  Part of wider solution requiring land assembly
 Stage 0 approval required resulting in potential delay
 Design works to be started
 Other occupier requirements, approval processes 

and timetable yet to be developed and confirmed

5. Recommended Approach
5.1. By overlaying the options considered above it is recommended that the accommodation block for HCA is provided on the SA site with 

the remainder of the accommodation provided on the CBS site. The reasons for this recommendation are as follows:

5.1.1. Speed of delivery of the MSCP. Discussions with Network Rail have revealed that they would not be in a position to begin to 
review utilising their land as part of a wider solution to provide a MSCP on Station Approach until at least October. This would 
essentially sterilise the SA site until then. Design works for the MSCP on land under Council ownership on the CBS site could 
be commenced immediately.

5.1.2. Speed of delivery of the HCA accommodation. As can be seen from the high level programme at 7.1 below, to achieve a 
September 2020 deadline activity on the HCA accommodation block needs to commence in early April 2018. A planning 
application will need to be submitted by early September 2018 with work commencing on site no later than February 2019. A 
student accommodation scheme was developed as part of the bid and can easily be updated to suit HCA requirements. The 

6 Written statement of a Key Decision, Cabinet, dated 27 July 2017, Decision (d)



site is already designated as a DRP site by Cabinet and work could commence as soon as the Overarching Agreement is 
signed. All the land required is already in Council ownership.

5.1.3. Quality of design. Providing the HCA accommodation block adjacent to the railway station allows for a higher quality solution 
at this key arrival point in Hereford and assists the discussions with planners. The integration of the MSCP as part of the CBS 
development will be less visually intrusive as well as being convenient to use.

5.1.4. Overall viability. Providing the MSCP on the SA site will result in the need for the Council to compensate Network Rail to 
ensure the business case for the MSCP can ensure a payback within the timeframe of the new rail franchise. By incorporating 
the MSCP into the comprehensive redevelopment of the CBS site there is the potential to cross subsidise the cost from other 
uses on the site improving the viability and hence deliverability of the MSCP. Viability could also be improved by utilising upto 
£25k of OPE funding to develop plans for CBS site.

5.1.5. Quality of overall provision. Taking the HCA accommodation block from the overall programme’s critical path will allow more 
time to address issues on the CBS site such as land assembly, the true size and location of MSCP required and approval 
timescales for the NHS requirements. This will enable the comprehensive redevelopment of the site, potentially in phases to 
enable early delivery of the MSCP, including the frontage on Commercial Road to be progressed without the competing time 
pressure of delivering the HCA accommodation.

5.2. The one main disadvantage of providing the MSCP on the CBS site is the perceived distance for commuters to the railway station. This 
could be mitigated by approaching the new Network Rail franchisee in October to consider providing an additional deck of car parking 
over their existing car park to mitigate (or perhaps eliminate) the loss of the current capacity by developing the Council owned SA site. 
The time taken to undertake this consultation would not hold back the implementation of the HCA accommodation block or the provision 
of a MSCP on CBS site.

5.3. Consideration has also been given to siting the MSCP on the Merton Meadows site. However, the Alpha Parking Report dated February 
2017 concluded that this would concentrate too much of the parking on that side of the city and that the distance from the car park 
would not be ideal for city centre use.7

6. Indicative Proposals, Both Sites
6.1. The Keepmoat Final Tender in June 2017 provided proposed layouts for both sites. The indicative elevations for the student 

accommodation on the SA site are as follows:

7 Alpha Parking Report, February 2017, Para 6.6







6.2. The current site ownership of the CBS and surrounding sites are as follows:



6.3. The indicative massing study for the CBS site is as follows:

6.4. The massing study provides comfort that the full extent of development envisaged can be accommodated on the site. The frontage on 
Commercial Road will be a combination of sundry retail and commercial on the ground floor and accommodation above. The MSCP, 
which could be done as an initial phase, will be tucked in the back of this to hide the elevational treatment of this from Commercial 
Road. The NHS accommodation will be provided on current NHS land. Options for the site will be worked up as part of Stage 1.



6.5. Set out below is a high level assessment of the development value of works to be undertaken on Council owned land:

Project Size Units Value per unit GDV 

Multi-Storey Car Park 600 spaces £10,000 £6,000,000

Student Accommodation 200 Beds £75,000 £15,000,000

Keyworker 
Accommodation 150 Beds £75,000 £11,250,000

Commercial, say 1,000 m2 £2,500 £2,500,000

Total £34,750,000



7. Outline Programme – Station Approach
7.1. On the assumption that the Overarching Agreement is signed off by the end of March 2018, the key milestones for the provision of 

HCA accommodation on the SA site are as follows:

7.2. An outline milestones programme for the CBS site will be developed as part of the Stage 0 approval process.

Milestone Period Commence Finish

Agree approach and Development 
Programme Fee

3 weeks 12 March 2018 30 March 2018

Finalise HCA requirements 12 weeks 02 April 2018 22 June 2018

Pre-Application discussions 12 weeks 02 April 2018 22 June 2018

Prepare Planning Application 8 weeks 25 June 2018 17 August 2018

Stage 1 Approval by Council 2 weeks 20 August 2018 31 August 2018

Determine Planning Application 13 weeks 03 September 2018 30 November 2018

Judicial Review period 6 weeks 03 December 2018 11 January 2019

Stage 2 Approval by Council 2 weeks 14 January 2019 25 January 2019

Mobilisation period 2 weeks 28 January 2019 08 February 2019

Construction 18 months 11 February 2019 14 August 2020

Handover and Fit Out 3 weeks 17 August 2020 04 September 2020



8. Land Assembly Strategy – CBS Site
8.1. Currently discussions with the owner of the former Odeon site are being conducted by the Council and discussions with the NHS 

undertaken by Cityheart. To ensure that an integrated approach is taken going forward Cityheart will take the lead on all negotiations 
over land assembly. This will all be done as part of the agreed Development Management role and within the overhead fees agreed at 
tender stage. 

8.2. Cityheart will therefore manage the overall project, from land assembly and understanding the requirements of partners looking to take 
accommodation on the site, right through to completion of the overall scheme. All as envisaged at tender stage.

9. Funding Options – Station Approach
9.1. At this stage the proposals for SA are the most advanced and hence an outline funding solution for the provision of student 

accommodation for HCA has been considered and is attached below.

HCA Development 
Appraisal (v2.0).pdf

9.2. The attached assumes ‘income strip’ financing over 50 years with 0% - 5% collar and cap and is based on an indicative offer from 
Aviva Investors under which the asset returns to the Council for a nominal £1 at the end of the lease term.  Figures for 30 and 40 year 
lease terms (and with varying collars and caps) can also be considered during Stage 1.

9.3. In summary, the three examples of rent and potential return for the Council are:

Rent Level Capital Return

£123/week (break even) £0

£135/week £3,275,454

£145/week £6,013,284



9.4. The above returns can be taken on a one off basis at completion of the project or on a per annum basis, or a combination of the two. 
The Council therefore has the opportunity to achieve significant capital receipt (in addition to land value) or a significant revenue return 
from the development. The Council would be under no obligation to manage the facility to achieve these returns – the returns are 
achieved purely in recognition of the Council utilising their covenant strength to fund the project and with management outsourced to 
a specialist student accommodation provider.

9.5. During Stage 1 consideration will also be given to alternative funding sources including Public Works Loan Board, the Council’s own 
reserves and third party debt financing. The aim will be to get the optimum solution in terms of risk and reward for the Council, with the 
ultimate decision based upon a blend of the following:

9.5.1. Whether or not the funding needs to be kept off the Council’s balance sheet.

9.5.2. The relative prioritisation of utilising PWLB or Council reserves for a student accommodation scheme – are they best utilised 
for schemes more challenging to fund from an external investor or funder’s perspective?

9.5.3. Any state aid issues associated with the preferred structure for the deal and the need to potentially on lend at a margin.

9.5.4. Where does development risk need to sit? Does the Council want shielding from the potential for build cost overruns, 
programme delay and contractor default?

9.5.5. Tax treatment of the proposed solution.

9.6. As part of this consideration Cityheart will be able to provide the contact details of other Clients who have utilised various funding 
approaches including income strip funding to finance their schemes.


