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CAPITAL INVESTMENT BUSINESS CASE

_ ) PLYMOUTH
Plan for Homes 4 - Grant support for Bath Street West housing project. CITY COUNCIL

What is the endorsement you are seeking from CPOG

Overall approval for the Bath Street West housing project as part of Plan for Homes 4
programme, and specifically;

I. To add £1.92m into the approved Plan for Homes capital programme to support Bath
Street West housing project from future Right to Buy receipts that are due to be
received up to 2029 from Plymouth Community Homes under the terms of the Stock
Transfer Agreement.

2. To approve use of existing funds already within Plan for Homes capital programme to
allocate a total of £5.040m to Bath Street West housing project.

3. Approval to enter into a Grant Funding Agreement with Plymouth Community
Homes for £4.790m to support Bath Street West housing project.

Plymouth City Council has been working with Homes England and Plymouth Community Homes to seek to
secure a funded and deliverable solution to unlock housing development at Bath Street West (JLP PLY30).
There is a funding gap at Bath Street West of £5.040m based upon the agreed contract sum with the
contractor of £32.063m, Homes England affordable housing grant allocation of £14.380m and PCH
funding of £12.643m.

Gap funding of £5.040m is sought from the Plan for Homes Programme to enable the scheme to be fully
funded and proceed, with an expected start on site due April 2026.

The Bath Street West project builds upon an existing £3.120m allocation within the approved Plan for
Homes 4 capital programme, funded through capital receipts received up to 2023/24. An additional
£1.920m of project funding will be provided from forecast capital receipts generated from Right to Buy
sales between 2025/26 and 2028/29, received from Plymouth Community Homes under the Stock
Transfer Agreement.

Together, these funding streams provide a total of £5.040m, which will address the current development
funding gap and enable the scheme to progress.

Right to buy capital receipts are also earmarked to finance the Asbestos Liability held by the Council under
the Stock Transfer Agreement. There are £1.96 Im further capital receipts forecast to end of liability
period which would support the £1.920m funding requirement. Any risk or shortfall with this future source
of funding would be contained through reprofiling the wider Plan for Homes programme.

Plan for Homes 4 gap funding will result in a total of £32.063m investment to provide 80 new affordable
social rented homes to help meet a range of identified housing need, helping tackle our growing housing
waiting list as well as the impacts of homelessness and help reduce the use and cost of temporary
accommodation. The homes will also generate a Council tax dividend for the council of approximately
£120,000 per annum.
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The scheme will help kickstart the shared ambitions for the transformation of the city centre and delivery
of 10,000 homes.

The Cabinet Member for Housing, Cooperative Development and Communities has been consulted upon
the scheme and requirement for gap funding over a long period of time through regular Portfolio Holder
meetings. There was previous endorsement from CPOG in May 2025 to add the £1.92m to the capital
programme. Ward members have been engaged through the planning application and community
consultation process.

Funding is through right to buy receipts either already received or profiled to be added in Plan for Homes 4
capital programme, as agreed by Finance. No corporate borrowing is sought. A Grant Funding Agreement
with PCH will require the delivery of the homes as affordable social rented housing in perpetuity and a
requirement to connect to the future District Heat Network when operational.

Delivering this project avoids the risk of the city losing £32m of investment, the loss of 80 social rented
homes (and up to 136 affordable homes across future phases), unlocks this stalled site as part of the

wider regeneration of Millbay and city centre, and avoids any reputational damage of the Council as a
delivery partner across the wider transformation of the city centre.

The project is due to start in site in April 2026 and complete by March 2029.

Project Value £ 5.040m Contingency

(indicate capital (show as £ and % of

or revenue) the project value)

Portfolio Holder | Clir Chris Penberthy, Directorate Growth Directorate
Cabinet Member for Service Director Paul Barnard (Strategic
Housing, Cooperative Planning &
Development and Infrastructure)
Communities

Senior Nick Carter Project Manager Neil Mawson

Responsible

Officer (client)

Address and Post |Ballard House Ward St Peter and the

Code Waterfront

Current Situation:

There is a clear recognition by Plymouth City Council and Homes England that Bath Street West
is a top priority housing project in our shared agenda for the delivery of new and affordable
housing in and around the city centre. Along with the Civic Centre it is mutually agreed that it will
act as a catalytic project for kickstarting the joint ambition for the transformation of the city
centre and the delivery of 10,000 homes in our New Town in the City proposal to Government.

Plymouth is in the midst of a housing crisis with 7,327 households on the Housing Register,
increased demands and costs from homelessness and the use of temporary accommodation. Bath
Street West development would provide much needed social rented housing to help meet our
identified housing needs.

Building more homes for Social Rent and affordable ownership is a Corporate and Political
priority, and through the Plan for Homes Programme we seek to work in partnership with
housing providers and funders to support the delivery of new affordable homes across the city.
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Plymouth City Council has been working with Homes England and Plymouth Community Homes
to seek to secure a funded and deliverable solution to unlock housing development at Bath Street
West (JLP PLY30). PCH have secured planning consent for |36 affordable homes across three
phases. This business case refers to phase one which is for 80 social rented homes.

As a brownfield site there are inevitably considerable additional development costs across a range
of factors, the largest abnormal items being sub-structure, the need for extensive piling for
foundations, and site clearance costs including Unexploded Ordinance (UXO) works, that all
impact on scheme viability.

As a result, there is a funding gap of £5.040m, based upon the agreed contract sum with the
contractor of £32.063m, an agreed, and unprecedented for the city, high grant rate from Homes
England’s Affordable Housing Programme of £14.380m and PCH funding of £12.643m.

Gap funding is sought from the Plan for Homes Programme to enable the scheme to be funded
and proceed, with an expected start on site due April 2026.

Proposal:

This business case refers to phase one of Bath Street West housing scheme of 80 social rented
homes comprising of: 13 x | bed flats; 35 x 2 bed flats; 12 x 3 bed maisonettes; 20 x 3 bed houses.
These homes are being built ready to connect to the city’s ambitious Heat Network plans for the
area due to be operational in 2028, to help provide low carbon housing and contribute to the
city’s Net Zero Action Plan. Significantly above policy levels of homes will be provided as
accessible homes, including homes for wheelchair users, helping meet the needs of household with
mobility needs.

There is a funding gap at Bath Street West of £5.04m based upon the agreed contract sum with
the contractor of £32.063m, Homes England affordable housing grant allocation of £14.380m and
PCH funding of £12.643m.

The Plan for Homes 4 programme was approved into the capital programme on |st March 2025
through an executive decision creating a total Plan for Homes 4 Programme budget of £11.504m.
Decision - L45 24/25 Plan for Homes 4 Business Case - Modern Council

Within the approved programme £3.120m has already been identified and agreed by the Cabinet
Member for Housing, Cooperative Development and Portfolio Holder and Service Director (SP&I)
as available to support Bath Street West, financed by capital receipts already received and agreed
by Finance. Funding as detailed below:

e £].5m already allocated to Bath Street West in Plan for Homes 3

e £0.750m from Eco Homes Programme

e £0.207 from PCH Housing Partnership Agreement

e £0.663m from Plan for Homes headroom.

The additional £1.920m of project funding is earmarked from forecast capital receipts generated
from Right to Buy sales between 2025/26 and 2028/29, received from Plymouth Community
Homes under the Stock Transfer Agreement.

Note: There was previous endorsement from CPOG on 07 May 2025 to add the £1.92m, but that
didn’t proceed to executive decision because partner funding had not been agreed at that time.

Together these sums will provide a total of £5.040m to fund the existing development gap and
enable the scheme to proceed.

Without these approvals there would be insufficient funding for the Bath Street West housing
project to proceed. This would put in jeopardy the £14.38m secured from Homes England as
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there are milestones for funding being dependent upon obtaining a start on site now by mid-April
2026. This would result in an unfunded and undeliverable scheme.

The withdrawal of Plymouth City Council funding would cause significant reputational damage with
Homes England and our housing delivery partners, as well as other key stakeholders, and seriously
undermine our ambitious plans for more homes in and around the city centre and unlocking a
stalled site as part of the regeneration of Millbay.

We would lose the delivery of up to 136 much needed affordable social rented homes, helping
meet our identified housing needs and helping alleviate the social and financial impacts of
homelessness and the use of expensive temporary accommodation.

Why is this your preferred option:

Bath Street West is a priority housing project in our shared agenda for the delivery of new and
affordable housing in and around the city centre and will act as a catalytic project for kickstarting
the joint ambition for the transformation of the city centre and the delivery of 10,000 homes.

This investment is critical to the delivery of good quality, well designed, sustainable affordable
homes for households in a range of housing needs; helping tackle our growing housing waiting list
as well as the impacts of homelessness and help reduce the use of temporary accommodation.
This will help reduce significant costs associated with the use of temporary accommodation,
particularly Bed & Breakfast.

The homes will generate a Council tax dividend for the council. Phase | will generate circa
£120,000 p.a. and future phases circa £204,000 p.a.

Delivering this project avoids the risk of the city losing £32m of investment, the loss of 80 social
rented homes (and up to |36 affordable homes across future phases), unlocks this stalled site as
part of the wider regeneration of Millbay and city centre, and avoids any reputational damage of
the Council either not following through on its stated commitment to provide this gap funding to
unlock the development or indeed as a trusted delivery partner across the wider transformation
of the city centre.

Not supporting the delivery of this project is not an option if we want to deliver the range of
benefits and impacts described.

Option Analysis:
Do Nothing Option

The scheme would not proceed as there would be insufficient funding
to deliver 80 social rented homes in phase one and ultimately
jeopardise delivery of the further 56 affordable homes granted planning
consent in future phases. Bath Street West is a top priority project for
the delivery of new and affordable housing in and around the city
centre; considered a catalytic project for kickstarting the joint ambition
for the transformation of the city centre and the delivery of 10,000
homes. Without this total funding the scheme would not proceed.

List Benefits: The funding may be available to support other future housing projects
yet to be identified.
List Risk / Issues: e Loss of £27m of investment into new homes in the city;

e Loss of up to 136 new affordable homes — 80 social rented
homes in phase |;

e Loss of wider regeneration benefits, effectively stalling the next
phase of regeneration at Millbay;

e Negative impact on the wider city centre ambition.

Cost: N/A
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Why did you
discount this option

Because it would result in the much needed affordable housing not
being delivered

Do Minimum
Option

There is no minimum option as the development gap after all other
funding is £5.040m. If that funding is not provided the scheme is not
fully funded and would not be delivered.

List Benefits:

N/A

List Risk / Issues:

e Loss of £27m of investment into new homes in the city;

e Loss of up to 136 new affordable homes — 80 social rented
homes in phase [;

e Loss of wider regeneration benefits, effectively stalling the next
phase of regeneration at Millbay;

e Negative impact on the wider city centre ambition.

Cost:

N/A

Why did you
discount this option

Because it would result in the much needed affordable housing not
being delivered.

discount this option

Viable Alternative | We do not consider any other viable alternative options exist.
Option

List Benefits: N/A

List Risk / Issues: N/A

Cost: N/A

Why did you N/A

Strategic Case:

Which Corporate
Plan priorities does
this project deliver?

Build more homes - for social rent and affordable ownership

Green investment, jobs, skills and better education

Keeping children, adults and communities safe

Milestones and Date:

Start On Site Date
April 2026

Contract Award Date
April 2026

Completion Date

March 2029

Risk Register:
Potential Risks Identified Likelihood | Impact | Overall
Rating
Risk The Council do not receive the full £1.920m from the |Low High Low
profiled right to buy receipts before the end of 2029
which would lead to a shortfall in funding.
Mitigation | The Council would look to reprofile the wider Plan Low Low Low
for Homes programme budget to ensure financing
comes from actual right to buy receipts already
received. Anticipated right to buy receipts continue
beyond 2029 and up to 2039, therefore the risk is
considered low.
Calculated risk value in £ | £1.920m Risk Owner Nick Carter
(Extent of financial risk)
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Risk Failure for PCH to make a start on site in April 2026, | Medium High High
resulting in a loss of investment of £27m.
Mitigation | Ensure timely decision and approval for PCC gap Low Low Low
funding. Homes England funding and PCH funding is
already agreed and allocated for the project,
dependent upon the Council gap funding.
Calculated risk value in £ Risk Owner Nick Carter
(Extent of financial risk)
Risk Select Select | Select
value value | value
Mitigation Select Select | Select
value value | value
Calculated risk value in £ | £ Risk Owner
(Extent of financial risk)
Risk Select Select | Select
value value | value
Mitigation Select Select |Select
value value | value
Calculated risk value in £ | £ Risk Owner
(Extent of financial risk)

Outcomes and Benefits

Financial outcomes and benefits:

Non-financial outcomes and benefits:

Investment of £32.063m into new affordable
homes.

Help reduce costs of homelessness and the
provision of temporary accommodation by
prioritising allocation to homeless households
including rehousing families out of Bed &
Breakfast.

Regeneration of a Council Owned site within
a priority regeneration area, negating future
and ongoing holding costs.

The generation of circa £120,000 p.a. Council
Tax income on phase | 80 homes, and circa
£204,000 p.a. for the whole 136 homes.

Provision of much needed affordable housing
providing a range of housing solutions to meet
identified needs, including wheelchair and
accessible housing.

The provision of safe, warm, low energy and
secure housing for households, helping address
fuel poverty and helping keep children, adults and
communities safe and healthy.

Help kickstart the shared ambitions for the

transformation of the city centre and delivery of
10,000 homes.

Unlock the stalled regeneration of the Millbay
area

Does this business case No
need to go to CMT

Date business case N/A
approved by CMT

(if required)
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Did a mandate go via
CPOG/CPB

Yes

Date Capital Mandate I8 March 2026

approved by CPB

Does this project involve a corporately maintained property

Yes

Details of impact of this
project ie cost saving
from this project or
additional requirements

Ongoing site holding costs.

Climate Impact Assessment.

Upload Climate Impact
Wheel

A Climate Impact Assessment was completed when Plan for
Homes 4 was approved by Cabinet in March 2024 and one
specifically relating to Bath St W is also provided.

Summary of the
anticipated impact of the
proposal on the climate
(including any proposed
mitigations and impacts
beyond 2030)

The provision of up to 136 affordable homes will be connected to
the planned heat network to provide low carbon homes.
Technology includes ground source heat pumps resulting in a no
gas development.

Confirm you have engaged with Procurement

(All business cases must be discussed with Procurement prior to submission to
CPOG. If Procurement have not been consulted on the procurement route,
CPOG may not endorse your project to CPB for approval )

Yes

Who have you consulted with in Procurement/ who

is your Procurement lead?

Holly Golden

Where an existing contract is to be used could you
include the contract title and reference number

N/A

Procurement route

options considered
(Procurement Officer
to complete this section only)

Recommended

Procurement route
(Procurement Officer
to complete this section only)

This business case relates to a supplier selected via a land and
property process with the transfer of funds via a grant agreement
therefore there are no procurement implications.

Is this business case a purchase of a commercial property?

' No

If yes then provide evidence to show
that it is not ‘primarily for yield’

Which Members have you
engaged with and how have
they been consulted
(including the Leader, Portfolio
Holders and Ward Members)

Clir Chris Penberthy, Cabinet Member for Housing, Cooperative
Development and Communities over a long period of time
through regular Portfolio Holder meetings.

Also the Leader and ClIr Mark Lowry were involved in initial
discussions at CPB.

Ward members have been engaged through the planning
application and community consultation process.

Confirm you have taken
necessary Legal advice, is

Yes. Any subsidy provided to deliver social housing shall be
given in accordance with the Subsidy Control Act 2022 or

this proposal State subsidy any other legislation in force at the time of entering into a

compliant, if yes please
explain why.

grant agreement.
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There will be a specific funding agreement, which includes
the requirement to reimburse grant provided by PCC or
replace PCC grant funded affordable homes in the event of
their disposal/sale.

Land sold for social housing can be sold for less than best
consideration provided that the undervalue is less than £2m.

Who is your Legal advisor
you have consulted with?

Alison Critchfield

' Equalities Impact Assessment completed -

Yes

FINANCIAL ASSESSMENT:

CAPITAL COSTS AND FINANCING

Breakdown of Prev. 26/27 27/28 28/29 @ 29/30 30/31 Future  Total
project costs Yr. Yrs.
including fees
surveys and
contingency £ £ £ £ £ £ £ £
Bath Street West 2,645,000 2,395,000 5,040,000
Capital costs
Total capital 2,645,000 2,395,000 5,040,000
spend
Provide details of proposed funding: Funding to match with Project Value
Breakdown of Prev. = 26/27 27/28 28/29 | 29/30 30/31 Future Total
proposed funding  Yr. Yrs. £

£ £ £ £ £ £ £
Capital Receipts 2,645,000 2,395,000 5,040,000
from Right to Buy
receipts
Total funding 2,645,000 2,395,000 5,040,000
S106 or CIL (Provide Planning App | Nil
or site numbers)
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Which alternative external No other funding sources available. No corporate borrowing
funding sources been explored | sought as the funds are and will be within the approved Plan
for Homes capital programme budget.

Are there any bidding Grant funding agreement will require the delivery of the
constraints and/or any homes as affordable housing in perpetuity and a requirement
restrictions or conditions to connect to the future District Heat Network when
attached to your funding operational.

Tax and VAT implications
Tax and VAT reviewed by

Will this project deliver capital | Nil.
receipts?
(If so please provide details)

REVENUE COSTS AND IMPLICATIONS

Cost of Developing the Capital Project (To be incurred at risk to Service area)

Total Cost of developing the project N/A
Revenue cost code for the development costs

Revenue costs incurred for developing the project are | Y/N
to be included in the capital total, some of the
expenditure could be capitalised if it meets the criteria

Budget Managers Name

Ongoing Revenue Implications for Service Area

26/27 | 27/28 @ 28/29 | 29/30 30/31 |Future
3 £ £ £ £ Yrs.

Service area revenue cost

Other (eg: maintenance, utilities, etc)

Loan repayment (terms agreed with
Treasury Management)

Total Revenue Cost (A)

Service area revenue benefits/savings
Annual revenue income (eg: rents, etc)
Total Revenue Income (B)

Service area net (benefit) cost (B-A)

Has the revenue cost been budgeted
for or would this make a revenue
pressure

Which cost centre would the Has this been
revenue pressure be shown reviewed by the Y/N
budget manager

Name of budget manager

L T A I
oan £ Interest Rate % g nnua
value Years Repayment
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Revenue code for annual repayments

Service area or corporate borrowing

Revenue implications reviewed by

Version Control: (The version control table must be updated and signed off each time a change is
made to the document to provide an audit trail for the revision and update of draft and final versions)

AUt.h or of Date Doafment Reviewed By Date
Business Case Version

Nick Carter 11/03/2026 v 1.0 Neil Mawson 11/03/2026
Nick Carter 12/03/26 v2.0 Neil Mawson 12/03/2026
Wendy Eldridge | 13/03/2026 v3.0 Neil Mawson 13/03/2026

Either siened: L= Date
eher signec: = 16 March 2026
/
Or Email date: Date
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