[image: image1.png]Homes &
Communities
Agency



                   

Invitation to Participate in a Mini Competition



Project Name: 
Gedling Colliery, Gedling, Nottinghamshire 

Panel Name: 

Property
Date: 


16th September 2016


Introduction 

The HCA would like to appoint Property consultants to deliver a multi-stage commission of work in support of the disposal of the former Gedling Colliery Yard site in Gedling, Nottingham. HCA has already completed the original procurement exercise and appointed Keepmoat Ltd as preferred developer. This commission, therefore, is testing the re-appraisal to be provided by Keepmoat as most of the issues relating to the development are now known. 
HCA will appoint a Cost Management consultant separately who will work to the Property consultant. The Property consultant will be the lead for the re-appraisal and responsible for the valuation report to HCA. 

Scope of Services
1. Property consultancy services
2. Property agency services
3. Investment and Financial advice regarding the cash flow analysis and land valuations. 
The specific services included in this piece of work are detailed later in the brief including the key deliverables.
Location, development area and land ownership 
The development site (former Gedling Colliery Yard, Arnold Lane, Gedling, Nottingham, NG4 4HF) is located 8km (5miles) to the northeast of Nottingham City Centre. The site is formed from HCA’s original land holdings of 23.72ha (58.61acres) and land acquired from Nottingham City Council site of 27.08ha (66.91acres) – this creates a development site of 34ha (Plan 1 coloured pink).    

To the north of the site is the former pit spoil heap, now reclaimed and landscaped as a Country Park and a 6ha proposed employment site including the Alkane Methane Extraction Plant. To the south is Arnold Lane (A6211), established housing and Mapperley Golf course. 
To the east are playing fields with Lambley Lane beyond. To the north is more recently constructed housing and Mapperley Plains (B684). 
HCA retained land (coloured blue on Plan 1) will be transferred to the Highway Authority as part of the Gedling Access Road (GAR) construction.

Progress to date

The key to unlocking the development potential of HCA land is the construction of the GAR. HCA, Gedling Borough Council (GBC) and Nottinghamshire County Council (NCC) have approved a phased approach to delivery of the GAR supported by a Transport Modelling Appraisal completed by consultants MVA. This allows 315 dwellings to be developed as a 1st phase without the need for the GAR with the remainder of the proposed residential led mixed use development to be delivered in conjunction with the GAR construction programme. 

In 2013 NCC promoted the GAR as their No 1 priority to secure £11m Local Transport Body (LTB/LEP) and have approval of £5m NCC contribution. This would fund the southern section (ie outside of the development area) of the GAR linking Lambley Lane with the A612 Burton Road near Stoke Bardolph. NCC is currently in the process of making a Highway CPO to acquire 3rd party land interests (including payment of compensation) necessary for the whole path of the GAR - this element will be funded by £7m from HCA. The relationship between the GAR and the development site is appended as Plan 2.
The remaining construction costs associated with the GAR are to be funded via a developer contribution of £18m. 

Planning permission was obtained for the GAR in 2014 for a 2 phase construction process. On the 3rd June 2016 a variation to the permission was approved for a single phase construction of the GAR (ref 2015/1033). A Unilateral Undertaking has been signed between the HCA, NCC and GBC.

In May 2016, Keepmoat/HCA obtained planning consent for the development of 1050 new homes, commercial centre, primary school and health facilities. Detailed consent is for 506 homes and outline consent for 544 homes (Plan 3). A copy of the planning statement is appended (Annex 1). In addition to the GAR contribution, the developer is also to provide a s106 payment of £5.1m – the main terms of the s106 have been agreed and it is expected that it will be signed in September/October 2016. This agreement, including the payment profile, will be provided upon appointment.
HCA key objectives
· To ensure the utilisation of public funds maximises the investment by the private sector to deliver a sustainable and viable development in Gedling;
· To deliver new homes beyond the 315 that can be achieved without the GAR and to receive a capital land receipt.
· To support the development proposal by a property market analysis;

Key issues

1. Timescale

The LEP/County funding for the GAR has to be spent in the period 2017-19. In order for the CPO to be granted and for the approval of LEP funds, the remaining cost of the GAR has to be in place during this period - in effect, the developer contribution of £18m has to be made in advance of development. Although this contribution is capped, it is a crucial element in the developer cash flow appraisal. Keepmoat has proposed a contribution schedule in the procurement process to meet the timescale with the 
contribution to be paid into an Escrow account which NCC can access to draw down the monies as the GAR contract progresses (The Schedule of Escrow Payments will be provided upon appointment). 
2. Section 106/Community Infrastructure Levy (CiL)
s106
The s106 is now in agreed form and will be entered into by all parties at the end of September 2016. The s106 is for the contribution of £5.1m with indexation on the education element only and the delivery of 10% Affordable Housing (A copy of the s106 will be provided on appointment). The triggers for payment of the contributions are based on the proposed phasing of the development thus the appraisal will have been amended from the original submission to reflect this. 
Keepmoat have tendered and received submissions for the Affordable Housing element of the scheme. The original appraisal had these calculated as a % of market value so the revised appraisal will be amended to reflect this (the tender returns will be available on appointment).  

CiL

The GAR contribution of £18m was specified in the procurement process carried out by HCA and agreed by its partners, NCC & GBC. However, GBC has enacted a CiL across the borough which has specific payment mechanisms compared to the proposed GAR contribution set out above. In effect, CiL is payable on the commencement of development which doesn’t align with the agreed payment schedule provided by Keepmoat (for the GAR contribution) as phase 2 of the development (544 homes) would not commence for a number of years after the completion of the GAR. In addition, CiL is paid to GBC but it is NCC that not only has to confirm it has the necessary funding for the cost of the GAR but also in the necessary timeframe. 
A series of delivery mechanisms has been agreed between HCA, NCC, GBC & Keepmoat to enable the contributions to be made within the overall cap of £18m and the set timeframe. Therefore the revised development appraisal will need to show the timing of Phase 1a CiL Payment as this is paid on enactment of the Planning Permission for the first Phase and will be paid directly from GBC to NCC. The remaining CiL payments will be paid into the Escrow Account and when CiL becomes due this will be paid directly out of the Escrow Account. This is to enable NCC to show that they have the necessary payments for the delivery of the GAR. The Agreement for Lease and the Escrow Agreement will both will be provided upon appointment. 
3.  Other information
The original approval by HCA to appoint Keepmoat as preferred partner contained a number of conditions relating to the development appraisal. The topography of the development site is challenging with a 3m differential in some areas between the existing Arnold Lane and the development site. A key condition of the HCA initial approval was further work to test the number of abnormals associated with the site and the costs of providing development platforms with/without being able to utilise earthworks from the GAR construction beyond Lambley Lane. The implication, in terms of timescale, and the burden of the housing restriction, has changed Keepmoat’s 
delivery programme thus the intention is to utilise the existing access from Arnold Lane  for phase 1 on mainly level ground. This will need testing in relation to the costs savings from the original appraisal (eg the drainage strategy can now be accomplished in phases) and an assessment made of costs associated with a 315 home scheme (ie without the GAR) compared to the whole development. The effect of these changes will have a crucial impact on the developer’s cash flow and the land receipt to HCA.
Specific services for the commission

1. Development Appraisal

To provide an analysis of the Keepmoat development appraisal which will be presented using the HCA’s Development Appraisal Tool (DAT). The consultant will be required to carry out a detailed scrutiny of the financial aspects of the appraisal and associated cashflow’s, providing an in-depth analysis in a clear and understandable format.

The consultant will also, if required, cross check the DAT with the developer’s own internal cashflow tool.

The consultant will provide an analysis of Keepmoat Ltd 2016 appraisal against their 2014 submission, identifying the key differences (as the scheme structure has changed significantly) and provide advice to HCA for consideration in their Board report. 
The consultant will lead the development appraisal process but will be provided with support on the cost side by a separate HCA appointment.
Key deliverable – An assessment of the re-appraisal submission leading to a recommendation and franking reports to support HCA Gateway approval process for the final development proposal. This will recommend the level of land receipt to HCA, NPV calculations and level of risk and appropriate mitigations over the scheme development period.
2. Valuations

The Agreement for Lease with Keepmoat Ltd identifies the risk associated with the GAR construction and the impact on development potential (see Issues section 3 above). In order to mitigate the risk and ensure a total scheme development appraisal, there are a number of exit mechanisms in the Agreement for Lease as Conditions Precedent and which affect the developer GAR contribution payments. 
HCA therefore requires a red book valuation of their land interest in phase 1a (315 homes scheme) as well as its remaining land holdings (with/without GAR) on the assumption that Keepmoat Ltd only develop phase 1a. This will also accompany advice on a strategy for the delivery of phase 1b and phase 2. 

Key deliverable – To provide red book valuations in order for HCA to mitigate the risk of the developer terminating after completion of phase 1a only.
3. Property market analysis

The assessment of the re-appraisal is to be supported by an up to date analysis of the property market in both demand and supply terms. Separate chapters should be provided for the different markets e.g. residential, retail & health. The emphasis will be on the housing and retail markets.
For each use, it will be important to provide some context by summarising recent (min 5 years) trends at least at sub regional and local level. This will include the drivers affecting demand and the popularity of particular locations. In terms of current market conditions evidence of recent levels of interest will be required, as judged by enquiries and conversion to transactions. There will need to be an indication of which markets (e.g. in relation to non- housing, the use, classes, size) are currently strong and which are weak and what the key drivers are.

The analysis will be required to cover demand for all housing types, tenures and values including a profile of recent land sales, residual land values and take up rates (including advice on the estimated annual rate of sale of dwellings). The supply should consider existing competition, sites with planning approval and potential future sites with commentary on the potential impact of development at Gedling.

Key deliverable – A property market analysis report considering the proposed values submitted in the Keepmoat re-appraisal and the likelihood of the housing market over a 10 year development period. 
4. Scenario analysis

To advise HCA on the existing delivery mechanisms in the conditional Agreement for Lease and the impact on scheme delivery and cashflow’s. As highlighted in the Issues section above, there are a number of distinct structures in place that may or may not affect the cashflow (eg CiL payments, GAR schedule, s106) which will need to be understood from the property development aspect to ensure HCA is protected as far as possible from unforeseen circumstances.

Key deliverable – A report outlining the property risks emanating from the conditional Agreement for Lease and conditional Building Lease in respect of the delivery strategy together with possible mitigation advice.
Project management and structure of commission
The HCA will be the client for the duration of this commission and will pay fees to the appointed consultant. The lead contact for the HCA will be (Redacted).
The appointed consultant will be required to attend one inception meeting and one/two evaluation meeting with HCA prior to issuing the final report. In addition, the costs of attending 2 meetings with Keepmoat’s consultants should be included.
The fee for services will be on the basis of a lump sum. Disbursements should be included in the lump sum (meetings are to be held in Nottingham at HCA/KeepmoatOffices).
Programme
The HCA has identified very tight timescales regarding delivery of this project. Detailed below are the proposed milestones to achieve HCA Board approval.

	Stage
	Timing

	Preparation of draft report to HCA
	17th October 2016

	Finalisation of appraisal report
	21st October 2016

	Report to HCA Midlands peer review group
	9th November 2016

	Submission to HCA Land Projects Executive
	16th November 2016

	HCA Executive approval
	30th November 2016


Submission timescale
	Key milestones 
	Target Completion Date

	Issue of mini-competition brief to consultants
	Monday 19th September

	Consultants return mini-competition quotations
	12 noon on 26th  September 

	Confirm appointment of selected consultant
	Wednesday 28th September


Evaluation 

The bids will be assessed on price (80%) and competency (20%).

Response to invitation to participate in a mini-competition

Consultants are to submit a report identifying on the front cover, the panel name, project name, date, HCA reference (37/32/2/78), name & address of consultant.
The submission is to include the following:
· Statement to explain how the commission will be undertaken;

· Identification of other information that may be required;

· Identification of any other consultants to be included;

· Who will undertake the commission identifying the members of staff including relevant experience;

· The time allocation to each members of staff;

· How the commission will be managed;

· Who will be responsible for reporting to the client;

· Who will manage the team;

· Confirmation that the HCA deadlines can be met;

· Confirmation that the work can be resourced to meet the overall programme;

· Identify any exclusions from the commission;

· Identification of a staged payment process


Please respond/direct any questions to:

(Redacted)
Homes and Communities Agency

Apex Court
City Link
Nottingham, NG2 4LA
(Redacted)
Tel: Office (Redacted) / Mobile (Redacted)
(Redacted)
Tel: Office (Redacted)/ Mobile (Redacted)
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