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Meeting: Cabinet member contracts and assets

Decision date: Thursday, 28 February 2019 

Title of report: Development Regeneration Programme - Stage 
Approval : Bromyard housing project

Report by: Growth Programmes Technical Manager 

Classification

Open

Decision type

Non-key

Wards affected

Bromyard West;

Purpose and summary
To approve the Stage 1 submission, and authorise progression into Stage 2 of the development 
and regeneration programme the development of housing on the former depot and grazing land 
off Hereford Road, Bromyard (the Bromyard site).

In 2016 Cabinet approved the commissioning of a developer to progress the development of 
suitable sites in its ownership through a Development and Regeneration Programme (DRP).

The Bromyard site was identified during the procurement of the DRP as a priority project. The 
site was used as part of the procurement to assess the price elements of the bidders’ final 
tenders based on a residential development for open market sale. 

On 14 December 2017 Cabinet resolved as part of a decision to approve the mobilisation of the 
DRP that, subject to satisfactory completion of contractual arrangements, the appointed 
development partner be requested to develop within 3 months of the formal request being made, 
a stage 1 submission, including a business case and estimated timescales for delivering housing 
on the Bromyard site

On 24 September 2018 the Programme Director Housing and Growth authorised the issue of a 
request to Keepmoat Homes, which specified the council’s requirements for a residential 
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development of up to 50 residential units of which 40% will be affordable; these requirements are 
capable of being further refined as the project moves forward.

On 5 February 2019 planning permission P182239/CD4 was granted for the Bromyard site 
permitting the  demolition of existing buildings, structures and hardstanding on the site and the 
erection of 45 dwellings (including affordable housing) and drainage attenuation, open space and 
associated landscaping and infrastructure works on the Bromyard site.

Recommendation(s)

That:

(a) the council approves the Stage 1 Submission (appendix 1) for the Bromyard site, 
provided by Keepmoat Homes under the Development and Regeneration 
Programme (DRP), and the project be authorised to proceed into stage 2 of the DRP 
new project approval process with the Project Criteria, for submission by January 
2020, being as follows:

1. A construction specification (the Standard Offer) in line with normal market 
practice and demand to deliver the scheme approved by Planning Permission 
(P182239/CD4), subject to other criteria set out here;

2. To work with the council and Queen Elizabeth High School to agree a design 
for the pedestrian/cycle link, noting that this link is required by condition 
17 of the approved planning permission 

3. In cooperation with the council, as a basis for comparison with Criterion 
1, the stage 2 submission will also provide an outline cost of options which 
makes an enhanced contribution (the Enhanced Offer) to the council’s 
social, environmental and economic objectives over and above that which 
would be required by relevant law and/or  conditions applied to the extant 
planning permission (P182239/CD4) (the Enhanced Offer”) in respect of:

i. Enhanced environmental sustainability including energy efficiency, 
transport, protection/enhancement of natural habitats; and/or

ii. Health and wellbeing of communities and residents;
4. To work with the council to develop the evidential framework by which the 

Stage 2 Submission can be assessed against the council’s requirement to 
demonstrate best value and meet all other relevant legal obligations.

(b) a Stage 2 development fee of up to £181,000 be approved for underwriting by the 
council, subject to the terms of the overarching agreement; and

(c) a further capital sum of up to £75,000 is approved for drawing down from the 
development partnership capital budget for council client support to deliver the 
project, including staff costs, due diligence and financial and legal support.

Alternative options

1. The purpose of the Stage 2 detailed appraisal work recommended in this report is to 
ensure that the council is well informed as to the potential opportunities the project 
delivers. Once that work is complete both the council and its development partner, 
Keepmoat Homes, have the ability to decide if they wish to proceed with the project, or 
not. If the decision was not to proceed then the Stage 1 costs specifically identified in 
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paragraph 4 would have to be met by the council, and other options, including offering 
the site to the market, could be explored at that time.

Key considerations

2. In 2016 Cabinet approved the commissioning of a developer to progress the 
development of suitable sites in its ownership including the capability to progress 
development funding. The development partnership is intended to support the delivery of 
the ambitious goals of the Invest Herefordshire economic vision and support the council’s 
financial sustainability and will include a mix of house building and regeneration projects 
that will be delivered over the next 10 to 20 years. 

The new project request – request for stage 1 submission 
3. In accordance with the overarching agreement, on 24 September 2018 the developer 

partner was commissioned to develop the outline business case (the Stage 1 
submission) for the Bromyard site.

4. That decision also underwrote fees to develop the Stage 1 proposal of £27,000.

5. The diagram below outlines the DRP’s stage process and shows the project’s progress to 
date. At the end of the next stage, a further decision whether to approve the project as 
part of the DRP will be taken. If approved, this would trigger the construction phase of the 
development. 

Stage 0 - Business as usual
Project scoping
• New project request

• option appraisal
• title information
• estimate of stage 1 costs
• Council Criteria for project

Stage 1: 
• outline business case
• draft timeline 
• estimate of stage 2 costs
• stage 2 criteria

Stage 2:
• detailed business case
• milestone plan
• draft development 

agreement 
Project Approval

DRP – stage process

Stage 0 Stage 1 Stage 2

Current stage

Stage 1 approval – request for stage 2 submission
6. Keepmoat Homes has provided a Stage 1 submission which shows the proposed 

residential development is viable 

7. This report, therefore, recommends that the developer partner be commissioned to carry 
out a detailed appraisal of the project in line with Stage 2 of the New Project Approval 
process described in the Overarching Agreement of the DRP

The detailed appraisal – stage 2 criteria and deliverables
8. Stage 2, the detailed appraisal, will deliver detailed development costings and a timetable 

for delivery. 
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9. The proposed Project Criteria against which the Stage 2 submission of this project will be 
assessed and the project approved are listed in the recommendations.

10. The Stage 2 services to be undertaken by the developer partner on this particular project 
are anticipated to be submitted in January 2020, and will finalise the business case for 
the project via the detailed development appraisal, complete with a draft development 
agreement. The proposed development fee for stage 2 including contingency is £181,000 
This proposed development fee will be validated as part of the stage 2 process before 
the final stage 2 programme development fee is approved, in the Spring of 2020.

11. The programme development fee is the amount that is underwritten by the council. In the 
normal course of events, the programme fee will be included in the capital cost of the 
development. This will only become a revenue cost to the council in the case where the 
development does not go ahead due to an ‘improper rejection’ of the stage 2 submission. 
This is normally when the council decides not to proceed with the project despite the 
developer meeting all of their obligations.

Project approval – approval of the stage 2 submission
12. The Stage 2 submission is expected to be presented in January 2020.  

13. The Project Criteria included in this report will be used to assess the stage 2 submission, 
and a further decision will be taken as to whether the project should become an 
Approved Project.

Community impact

14. The council’s corporate plan 2016-2020 includes supporting the growth of our economy 
as a strategic priority. The wider Herefordshire economic vision sets out an ambitious 
framework for economic growth within the county and is supported by the core strategy. 
Delivery of the core strategy and economic vision will rely on significant investment in a 
variety of developments across the county.  

15. Supporting the corporate plan and economic vision, the council’s property strategy for 
2016 to 2020 includes the objectives to maximise the economic benefits of the council’s 
property asset base and to support economic development and housing growth.

16. Successful implementation of the DRP has the potential to significantly contribute to the 
corporate plan, through support for the economic vision and core strategy, and the 
corporate property strategy by allowing the council to maximise the financial benefits that 
it receives from its development sites.

17. The project will contribute directly to the objective to make Herefordshire a great place to 
live.

Equality duty

18. Under section 149 of the Equality Act 2010, the ‘general duty’ on public authorities is set 
out as follows:

19. A public authority must, in the exercise of its functions, have due regard to the need to:

a. eliminate discrimination, harassment, victimisation and any other conduct that is 
prohibited by or under this Act;
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b. advance equality of opportunity between persons who share a relevant protected 
characteristic and persons who do not share it;

c. foster good relations between persons who share a relevant protected 
characteristic and persons who do not share it.

20. The public sector equality duty (specific duty) requires us to consider how we can 
positively contribute to the advancement of equality and good relations, and demonstrate 
that we are paying ‘due regard’ in our decision making in the design of policies and in the 
delivery of services. Our development partner will be made aware of their contractual 
requirements in regards to equality legislation.

Resource implications

21. Pre-development costs of £27,000 were underwritten in the Stage 1 request.

22. The project is now looking to move onto stage 2 which requires works to the value of 
£181,000 to be underwritten to deliver a stage 2 submission therefore the council will be 
underwriting a gross value of £208,000 when both stages are taken together. These 
costs will be deducted from the capital receipts received by the Council in line with the 
overarching agreement.

23. Stage 2 of the project will deliver a detailed business case, detailing the construction 
costs, which will be underpinned by intrusive survey works (including ground 
investigations and the like). 

24. The council’s internal client support spend to support the development of the stage 2 
submission directly associated with the project will also be capitalised. A budget of up to 
£10,000 for this stage of the project has been allocated. The resources will be released 
from the Development Partnership capital budget.

25. It is expected the council will incur capital spend of £65,000 for client cost and legal fees 
as a result from all the legal work required including costs to terminate the Agricultural 
Holdings Act (AHA) Tenancy. A contingency of £10,000 has been included for legal and 
client service costs. Therefore to ensure all relevant costs are capitalised it has been 
recommended to approve this from the DRP capital budget.

Capital cost of project 2018/19 2019/20 2020/21 Future 
Years Total

£000 £000 £000 £000 £000

Client support including Legal Costs (including 
contingency) 65 10 75

Stage 1 underwritten fees 27 27

Stage 2 underwritten fees 181 181

TOTAL 92 191 283
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26. If the project does not ultimately proceed through the DRP any feasibility costs and 
underwritten fees noted above, will be funded from revenue reserves, as long as those 
costs were properly incurred and met the assessment criteria. The current position for the 
DRP remaining budget of £40.3m is detailed in the table below.

Legal implications

27. The council has procured its development partner Keepmoat Homes through an EU 
compliant procurement process. The council has entered into a legally binding 
overarching agreement with the developer and this report explains how the Bromyard 
housing project is being progressed in accordance with the process set out in that 
overarching agreement.

28. This report identifies the Stages through which the project is proceeding, subject to 
approval by the Executive, at each Stage. It is important to note the separation between 
executive and non-executive functions for a DRP project such as the one described in 
this report. The successful securing of planning permission by the developer does not 
oblige the council to proceed with this project. The Executive will determine whether or 
not the project should proceed when it approves Stage 2. The determination of the 
planning application is a non-executive function and solely a matter for the council in its 
capacity as Local Planning Authority to determine in accordance with planning law and 
ordinary legal principles.

29. The overarching agreement provides a contractual framework within which the developer 
will incur costs and deliver services which enable the council’s Executive to assess 
whether a project should proceed. The overarching agreement requires the developer to 
set out its expected costs for each Stage and essentially the council is required to 
underwrite these costs in the event that the council subsequently refuses to proceed with 

Funding streams (base budget / external / 
grant / capital borrowing) 2018/19 2019/20 2020/21 Future 

Years Total

£000 £000 £000 £000 £000

DRP Capital Budget 65 10 75

Underwritten Fees to be deducted from 
receipt 27 181 208

TOTAL 92 191 283

DRP Current Position

£000

Total underwritten value approved 1,440

Total approved DRP capital budget 280

TOTAL 1,720
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the project despite the developer demonstrably meeting the Council Criteria (termed an 
“improperly rejected project” in the overarching agreement).

30. The council has legal powers to enter into this project under section 1-4 of the Localism 
Act 2011 and other enabling legislation. This includes the power to provide funding, to 
give guarantees or other forms of security and to enter into all necessary legal 
agreements to give effect to the project in the terms described in this report. As well as its 
general fiduciary duty, in exercising its powers the council must always have regard to its 
duty under s3 of the Local Government Act 1999 to secure best value, which requires 
consideration of all relevant social, economic and environmental matters.

31. Any disposal of land by the council (including a lease of more than 7 years) must satisfy 
the requirements of s123 Local Government Act 1972 and provide the best consideration 
reasonably obtainable. The proposal is that Keepmoat  Homes will build under licence 
and that the council will dispose of the Open Market Units. Before committing to the 
Development Agreement with Keepmoat Homes the council must be satisfied that the 
financial return it is receiving through the development appraisal represents value for 
money.

32. There are no other significant legal implications arising from the project at this stage. 

Risk management

33. The key risks are:

Risk / opportunity Mitigation

The Stage 2 submission does not present 
an acceptable project to the council

There is no commitment at this stage from 
the council to approve Stage 2. However, 
the council will be liable for the developers 
properly incurred costs if it decides not to 
go ahead with the next Stage of the project 
in circumstances where Keepmoat Homes 
has demonstrably met the project criteria 
which the council has set. 

34. Risks are managed according to the council’s performance risk and opportunity 
management framework, and recorded on a service risk register, being escalated to the 
directorate or corporate risk register according to the significance of the risk

Consultees

Consultation has taken place with the local member, and they expressed concerns about the 
viability of the development, notably around the need to secure vacant position before full site 
surveys can be undertaken. 

Appendices

Appendix 1 – Site Plan 

Appendix 1 – Site Plan 
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