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Mission: Investing in homes and communities for the people of Bristol
Objective 1:

Objective 2:

Increase the supply of new homes
built each year across Bristol

Build good quality homes and
create communities where
people wish to live

Targets:

Objective 3:
Operate commercially and
provide financial returns to
Goram's sole shareholder Bristol City Council.

Targets:

•

By March 2020, to have a
pipeline of identified projects
which in total, will deliver in
excess of 1,000 new homes.

•

For all projects to meet at
least 10 out of 12 on the
Building for Life (BfL12)
score.

•

By March 2025, to have
delivered at least 500 new
homes and to have an
identified pipeline of projects
which, in total, will deliver a
further 2,000 homes.

•

For 100% of projects to
meet the Goram Homes
quality assessment.

•

To achieve and maintain a
90% customer satisfaction
score.

Targets:
•

Deliver a programme level
15% profit on Gross
Development Value.

•

Operating costs delivered
in line with forecast
income to achieve profit
targets.

Commitments:
•

We will - adopt the most appropriate delivery mechanism for each site taking into account risk,
funding requirements, housing mix and financial returns to ensure new homes can be delivered at
pace whilst maintaining quality standards.

•

We will - deliver high quality, well designed schemes embracing design which is sustainable
(environmentally, socially and economically) and will create longevity.

•

We will - stand out as an exemplar in community engagement, through close liaison with local
residents and co-operation with the Council. Developments undertaken will bring tangible social
value and community benefits to the local area.

•

We will – fully integrate Affordable Housing within developments and deliver as a minimum to the
planning policy and housing policy requirements of Bristol City Council.

•

We will - actively identify opportunities for apprenticeships, training and work opportunities that
can be offered to local residents. We will develop both short and long-term programmes that will
bring significant opportunities to local residents.

•

We will - deliver exceptional customer service, with customer voice driving our ambition.

3

Business Plan 2020 - 2025

1. INTRODUCTION
1.1.

Goram Homes’ Mission

Goram Homes will be a driving force in providing new sustainable and affordable
homes and creating safe and engaging communities where people want to live, in
Bristol and beyond.
Goram Homes’ delivery model is based on partnership working with the private
sector. All Goram Homes’ projects will act commercially, delivering appropriate
financial returns to its shareholder, Bristol City Council. The City Council will reinvest returns back into Goram to deliver further homes and services for the people
of Bristol.
Goram Homes’ mission is:

Investing in homes and communities for
the people of Bristol

To quantify its mission to deliver new homes and communities for the people of
Bristol, Goram Homes has set its ambition to develop a programme of 2,500 homes,
by 2025. Importantly, in delivering these new homes, Goram Homes will focus on
a number of key priorities. These priorities being: •
•
•
•

To build good quality, well designed homes.
To build homes which are environmentally sustainable for the future.
To create safe integrated communities where people want to live.
To generate local employment and training opportunities.

Ultimately, the success of Goram Homes’ mission will be measured against its
record of meeting these priorities and also achieving its ambition of having built
500 homes by 2025 and having a further 2,000 in its future pipeline.
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2. COMPANY OBJECTIVES, TARGETS, COMMITMENTS
Goram Homes Ltd has three primary objectives, these being:
1.

Increase the supply of new homes built in the Bristol area.

2.

Build good quality homes and create places where people wish to live.

3.

Operate commercially and provide financial returns to Goram's sole
shareholder - Bristol City Council.

To quantify, the scale of Goram Homes’ first primary objective list above, the Goram
Homes Board has set out its ambition to achieve the following target:
•

By March 2020, to have a pipeline of identified projects which in total, will
deliver in excess of 1,000 new homes.

•

By March 2025, to have delivered at least 500 new homes and to have an
identified pipeline of projects which, in total, will deliver a further 2,000
homes.

To shape how we will work Goram Homes has made these commitments:
•

Adopt the most appropriate delivery mechanism for each site taking into account
risk, funding requirements, housing mix and financial returns to ensure new
homes can be delivered at pace whilst maintaining quality standards.

•

Adopt the most appropriate financial and legal structure for each project. This
will include capital and land from Bristol City Council with development finance
and expertise from a private sector partner(s).

•

Deliver high quality, well designed schemes embracing design which is
sustainable (environmentally, socially and economically) and will create
longevity.

•

Stand out as an exemplar in community engagement, through close liaison with
local residents and cooperation with the Council. Developments undertaken will
bring tangible social value and community benefits to the local area.

•

Affordable housing will be fully integrated within developments and delivered as
a minimum to the planning policy and housing policy requirements of Bristol City
Council.

•

Goram Homes will actively identify opportunities for apprenticeships training
and work opportunities that can be offered to local residents. We will develop
both short and long-term programmes that will bring significant opportunities to
local resident.
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• To deliver exceptional customer service, with customer voice driving our
ambition.

2.1.

Company structure;
Goram Homes Ltd (company number 11597204) is a company limited by shares and
is a subsidiary of Bristol Holding Ltd (company number 09485669), which in turn is
a company wholly owned by Bristol City Council.
The following diagram shows the relationship of Goram Homes Ltd to Bristol
Holding Ltd and Bristol City Council.

Bristol City Council
(Ultimate
Shareholder)

Bristol Holding
Limited
(Shareholder)

Goram Homes
Limited

2.2.

The Shareholders and our shared objectives;
Bristol City Council, our ultimate shareholder, has set a core objective of ensuring
at least 2,000 new homes (including 800 affordable homes) are built in the city
every year.
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However, this objective cannot be met by the City Council alone, it relies on the
participation of a range of parties including developers, contractors and investors
from the private sector, the housing association sector, local community groups
and individual people. However, being the most significant landowner across the
city and having the statutory responsibilities for planning, highways, etc. Bristol City
Council plays a critical role in facilitating the delivery of every new home built across
the city.
One of the ways in which the City Council has chosen to help meet this objective is
to establish its own residential development company, Goram Homes. Therefore,
Goram Homes will de-risk, prepare and take to market, the City Council’s land
suitable for housing, both market and affordable, to create the communities Bristol
needs.
Not only will Goram Homes make its contribution to the overall delivery of the
2,000 homes objective, the homes and communities it creates will also
complement the City Council’s various corporate objectives. It will do this in the
following ways.
Firstly, there is an explicit commitment from Goram Homes that all of the projects
it delivers will meet the planning policy requirements of the City Council, including
space standards, affordable housing provision and sustainability performance.
Secondly, the City Council has also developed its ‘One City
Plan’. The ‘One City Plan’ sets out a vision for the city for each
decade, up to 2050, with various goals which fall under six
priority themes; Health and Wellbeing, Economy, Homes and
Communities, Environment, Learning and Skills and
Connectivity. Therefore, Goram Homes will, where practical,
integrate these priority themes into how it operates and the delivery of appropriate
projects.
Finally, where practical and viable, Goram Homes will also support
the objectives of the City Council’s other companies, in particular,
Bristol Energy and Bristol Waste. For example, on Goram Homes’
first two projects it is specifying that Bristol Energy will be the initial
supplier of energy for all the new homes and we will aim for Bristol
Waste to remove waste during the construction of new homes.
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2.3.

Location & Operational Area
Goram Homes functions from its office base in Bristol and its primary focus will be
to operate within the City Council boundaries, particularly as its first developments
will be on land provided by the City Council.
However, as the business grows and becomes more established in the marketplace,
development opportunities will arise which span a wider geographical area.
Therefore, the criteria for considering which of these development opportunities
the business pursues will be whether the development will support the people, and
businesses, of the wider Bristol area. This will include areas from where people can
reasonably commute to Bristol for employment and education.
Based on the above, this map below shows the City Council boundaries which the
company will initially work within.

Bristol City Council boundary
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3. ENVIRONMENTAL, SOCIAL, AND GOVERNANCE
3.1.

Environmental
In 2018, the Intergovernmental Panel on Climate Change (IPCC) published a
report which advised that we must limit global warming to 1.5°C, as opposed to
the previous target of 2°C. Their review of over 6,000 sources of evidence found
that, with a rise of 1.5°C, there would be risks to health, livelihoods, food
security, water supply, human security and economic growth. A rise to 2°C would
be even more catastrophic. It warned that we have only 12 years left within
which to take the serious action required to avert this crisis and avoid the worst
impacts.
Bristolians spend nearly £300,000,000 on energy for their homes. This can leave
many households in fuel poverty; it also leads to about 40% of the direct carbon
emissions of the city.
Bristol city council has committed in its declaration of a climate emergency to
“pledge to make the city of Bristol carbon neutral by 2030, taking into account
both production and consumption emissions.”
The Goram Homes board supports Bristol City Council in its aims and commits to
the council’s carbon neutrality targets. Through innovative design, cutting edge
technology, Goram Homes will challenge its supply chain and partners to make a
real contribution to reducing the carbon impact of all that we do.

3.2.

Social responsibilities (Social Value)
The Goram Homes’ Board has agreed the key principles of its ambitions for
delivering social value through each of its projects. These key principles will
underpin its Social Responsibility policy, which will be based on Bristol City
Council’s Social Value Policy and assessment toolkit.
These social value principles will focus on a number of benefits but a major theme
for Goram will be centred on the following: • High quality, policy compliant affordable housing.
• To build great public realm alongside our developments.
• Using local labour and local supply chain partners where possible.
• Work with partners to create employment and job opportunities for local
people.
• With partners provide training and apprenticeships to build skills capacity.
• Through design of facilities we will aim increase recycling in our homes.
• By building lower energy modern homes that priorities renewable energy we
can help reduce the impact of fuel poverty.
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We will utilise the Social Value Portal to measure and manage the contributions
we make on each of our projects. We will also work closely with our partners in
the Holding company and the City Council to deliver our core principles.

3.3.

Governance
Goram Homes is a wholly owned subsidiary of Bristol Holding Ltd, itself a wholly
owned subsidiary of Bristol City Council. To allow this company to operate
commercially a board has been constituted, primary consisting of Non-Executive
Directors with the Managing Director being the only Executive Director.
The Board consists of five non-executive Directors, four of whom are independent
including the Chair and one Bristol City Council member. Each individual member of
the Board has been recruited for their extensive operational and strategic experience
with businesses similar in nature to Goram Homes. They bring a wealth of expertise
to provide Goram Homes with the strategic guidance and the appropriate
management oversight to ensure the business successfully achieves its aims and
objectives. The Board members’ biographies can be found in Appendix A.
The relationship between Bristol City Council, Bristol Holding Ltd, and its companies is
governed by the following key documents:
Articles of Association - which serves as the constitution of the company.
Shareholders’ Agreement - This sets out the rights of the Council, via Bristol
Holding Ltd, as the sole shareholder of the company and how it can exercise these
rights.
Scheme of Delegations - agreed between BCC and each of its wholly owned
subsidiaries (and their subsidiaries), setting out which level of authority (both at
the Council and within the companies) is required for which matters or
expenditures.
Business Plan - devised by each company and approved by the Council on an annual
basis, setting out the objectives of the business and how they are to be achieved.
It is a comprehensive analysis of the business situation at a particular point in time
and sets out the objectives and framework for delivery over a defined future
period.
From time to time, there may also be financial agreements or service level
agreements in place between the BCC and particular subsidiaries.

4. MARKET ANALYSIS AND BUSINESS RISK
4.1.

Market Analysis
A wealth of information and publications continue to be produced providing detailed
analysis on the housing market. However, commentators continue to report a mixed

10

Business Plan 2020 - 2025
forecast for house prices in the medium term, with a range of different interpretations
available regarding the impact of a number of key market factors.
Undoubtedly Brexit remains the biggest driver of uncertainty across the property
market, as it does across the wider economy. In many ways the challenges posed to
property developers are consistent with those in other sectors, concerned as they are
with the availability of labour and the potential for cost inflation throughout the
supply chain. The more unique challenge will of course be the specific impact Brexit
has on the UK property market, in terms of both property values and the demand for
housing.
This section examines a number of key indicators and draws together evidence
regarding the impact that a range of factors (including Brexit) are having on the ability
of Bristol residents to access housing. This is an important area of analysis in terms of
the overall viability of the business model, with implications for overall market
demand, the current and future demand for housing and the value of Goram Homes’
housing products.
Evaluating the housing market requires an understanding of the real cost of buying or
renting a property and the level of housing need. This analysis is best undertaken at a
local level, and before Goram Homes undertakes any new project, it will need to
carefully assess the market conditions to ensure that the schemes it develops are both
financially viable and meet local market need.

4.2.

National Housing Market
UK house price inflation has been weakening steadily since mid-2016. Annual house
price inflation was 1.4% in the year to April 2019, compared with 7.9% three years
ago. The average house price stood at £229,000 in April 2019, down from an all-time
peak of £232,000 in August 2018.
The recent weakening in house price growth is in line with broader market data on
transactions. Across the UK, the most recent data shows that sales volumes declined
by 12% in the year to January 2019, from 71,900 to 63,400. Two main factors are:
• exerting downward pressure on the housing market with continued
uncertainty following the EU referendum in 2016 and;
• the introduction of the Stamp Duty surcharge on second homes earlier that
year, which is equivalent to an additional 3% tax on the purchase price.
In the remainder of 2019, it is forecast that these trends will continue, partially
offsetting strong fundamentals such as low unemployment, low interest rates and
increasing real earnings growth. This results in sluggish average UK house price
growth for the year as a whole, of around 1%.
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The other important macro‐economic indicator to consider is the Construction Price
Index, given the significant impact that this has on the cost of development activity.
This data is released quarterly by ONS with the most recent update available at Q2 in
2019 (see below).

2019 Q2 Construction Price Index

All Construction
(New Work)

Housing
(New Work)

3.4%

2.9%

This data covers a wide range of construction activity, but the important measure is
the one for new housing activity which shows that inflation on construction costs is
currently outpacing the HPI nationally. The relationship between these metrics is an
important one as it could potentially present viability challenges to new schemes
and will require consideration when we enter into development agreements with
partners.

4.3.

Bristol Housing Market
Competition for land in the city centre has been fierce. Bids for recent opportunities
have come from investors and developers from across the UK proposing schemes of
competing uses including student accommodation, build to rent, hotels, offices and
private sale housing.
The micro Bristol market trends are being dictated by the fundamentals of local
economies and the affordability of housing. A change in the macro economic
environment remains the greatest risk to a shift in the market. However, there is no
sign of any sudden weakening in market conditions as the Brexit process continues.
Demand remains high for city centre homes, especially for one- and two-bedroom
apartments, and it is not expected that the current delivery pipeline will satisfy this
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demand. House prices in Bristol as reported by Hometrack (August 2019) grew by
Year on Year by 2.2% with the average house price at £283,000.
JLL are forecasting Bristol growth up to 2023 of an average of 2.8% pa compared
with UK wide growth of 2.2%.

Source: JLL
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4.4.

Risk management
Effective risk management is critical to the success of Goram Homes; therefore, it is
essential that Goram Homes embraces a robust risk management and audit system
across the business.
Goram will operate risk registers at two levels as outlined below. Both of these will
use a combined impact and probability scoring system together with a ‘RAG’ (RED,
AMBER and GREEN colour coding) rating system:
•

Corporate / Group Risk Register

•

Project Specific Risk Registers

Both of these registers follow the same format as set by the Holding Company, and
each will identify key risks, giving each risk a gross risk score, identify the specific
control measures put in place to mitigate the risk and then also provide a net risk
score.
Both of these levels of risk assessment will be reviewed by the Goram Board at each
of its meetings. A process for materialisation of risks will be agreed with the Board so
Goram Homes can appropriately manage risks should they occur outside of the
board cycle.
We have prepared a Brexit materialisation assessment for this business plan which
can also be found in Appendix B. We will continue to track progress and respond as
required to limit impacts as much as practically possible.

5. DEVELOPMENT ACTIVITY
5.1.

Site identification process
The primary initial source of sites for Goram Homes will be Bristol City Council. The
Council is a significant owner of land, and Goram Homes is one of the Council’s key
delivery vehicles, especially for larger market facing and mixed tenure projects.
Therefore, there is a critical dependency that land must flow from the council to
Goram Homes at a scale and pace that is required to meet the operational cost
commitments as set out in the business plan.
The specific arrangements for the transfer of land from the Council to Goram Homes
will be set out on a site by site basis, however basic principles are as follows:
•
•
•

Opportunities identified by Goram or BCC and jointly agreed.
If no planning permission is in place an Option Agreement at commercial
terms will be used.
Planning (outline) permission granted and or due diligence completed by
Goram as required.

This may vary dependant on the condition and planning status of the land / property,
but this will be as a partnership between BCC and Goram Homes.
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Goram Homes will also be open to sites being identified in a number of different ways
and the team will pro-actively seek out sites through different routes. Initially, any
new potential sites identified will be initially assessed by the Goram Homes team. If
the site is viable and deliverable then it will be presented to the Board for early
consideration (strategic fit, social and financial returns, risks, chances of success, etc)
and to gain approval to actively pursue the site, within an agreed budget.

5.2.

Procurement
Goram Homes is by design not deemed to be “a Body Governed by Public Law” and
therefore does not have to adopt the procedures set out in the Public Procurement
Regulations in respect of any transactions it undertakes - this means Goram Homes
can enter into contracts for goods, services and supplies with any contractor that it
deems appropriate to do so.
Goram will hold a framework for consultants to ensure value for money, and this will
be advertised on our website and open for suppliers to join at any point.
A detailed methodology has been developed which has been agreed by the Goram
Homes Board. This will generally be followed for selecting partners and will be shared
as appropriate. There may, however, be certain projects which for specific reasons
require a different approach.

5.3.

Design and Quality standards
The Board of Goram Homes has agreed that it will not set generic design and quality
standards which apply to all of its projects. The Board recognises that each of its
projects will be unique and sit within differing local communities. Therefore, it feels it
is inappropriate to apply a ‘one size fits all’ approach to its design and quality
requirements. As a result, Goram Homes will assess every project on its own
uniqueness and employ a range of different assessments to ensure the design of every
individual Goram project is aligned to the values and ethos of the company.
Furthermore, Goram Homes is very open to considering modern methods of
construction (MMC) on its schemes. This will range from simple panelised systems
through to volumetric pre-assembled structures; however, any solution would be
assessed on individual merits and its suitability to the proposed site.
As a result, every project will be individually appraised by the team prior to board
approval, at mid development point and at the end of the development using the
approved set of quality criteria contained in our policies.
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5.4.

Development Programme
The current development programme for the year 2020/21 can be summarised in
two areas.
•

Current programme 433 – consisting of Baltic Wharf which is made up of 165
homes and 10,000 sq. ft of commercial space, and Romney House which is 268
homes.
Pipeline programme 655 – schemes which have yet to be identified for the
pipeline programme. Goram Homes will work extensively with BCC to identify
suitable projects in the coming months.

•

5.5.

Current programme
Normally projects would be considered not to be pipeline and firm at the point of
contracts being signed. At the point of this business plan being written no schemes
have reached this point. However, two projects are advanced, and we have
therefore considered them to be firm for the purpose of business planning. No
reliance at this stage can be given that the financial position will not change on these
projects
The planned activity within the programme will be primarily focussed on the
following sites, Romney House and Baltic Wharf. Current details, subject to planning
and contract can be found in the table below.
Total
Units
268

Affordable

Scheme
Romney

147

Affordable
%
55%

Estimated
SOS
July 2020

Baltic

165

66

40%

March 2021

Estimated
Phase 1 PC
February
2021
October
2023

Appendix C contains a more detailed financial breakdown of these two schemes.

5.6.

Pipeline programme
In order to secure a robust pipeline of work for the medium‐term business
outlook, Goram will require a mix of immediate and long-term projects. These
have yet to crystallise and we have for business planning purposes constructed a
programme of example projects.

Programme

2020

2021

2022

Site 3
Site 4

2023
133

33

2024

2025

2026

27

27

Site 5

104

Site 6

59

Site 7

96

Site 8
Site 9

11

68

45

Site 10

4

23

23
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Total

5.7.

33

160

205

188

69

Branding, Marketing & Consultation
The Board of Goram Homes has agreed that it wishes to establish Goram Homes as a
well-known and respected Bristol-based developer of good quality, sustainable homes
and whose profits are reinvested in our community.
Therefore, as a fledgling business Goram Homes will need to establish a clear
approach to:
• Develop the ‘Goram Homes’ brand
• Position its marketing strategies for the business and its products (the homes
it builds)
• Also, how it communicates these with its different audiences, both internally
and externally.
In addition, Goram Homes must be clear how these branding and marketing strategies
are to be delivered for the business as a whole and how the specific marketing
campaigns for the individual projects are to be integrated with these.
Goram Homes has started to develop its brand including having established a name,
logo, and a mission statement. However, in this business plan period, the brand will
be subject to an evaluation of its current effectiveness and a repositioning as required
will be completed.

6. FINANCIAL PROJECTIONS
Sites identified by the Goram Homes and the City Council will be transferred to
Goram Homes from the Council, on a project by project basis which is the most
suitable for the site and at a market rate.
Initial analysis on potential sites takes the form of a desktop capacity study by the
internal teams, followed by more detailed site due diligence (title, planning,
geotechnical, utilities, etc) as necessary. This work informs a financial appraisal and
the Board then decides, subject to viability, funding and conformity with the
Business Plan, whether to approve the appropriate process through to the
shareholder for approval.
The full cost for each development site (including land, financing, construction and
all
associated fees) is appraised against revenue generating potential. Each appraisal
also includes an amount to cover corporate overheads and management costs (e.g.
finance, company admin, etc).
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Generally, the land value received by the Council for the freehold transfer of sites to
Goram Homes will be on a deferred payment basis.
The Council and other funders will provide development finance, should any be
required. As initial projects will be joint ventures the value of the land will form a
large proportion of the initial investment, with cash investment only needed should
this land value not equal at least half of the peak development cost. The
requirement for cash investment is impacted by which type of development will be
built out, for example a flatted scheme will require considerable initial investment
before sales receipts are received, therefore increasing the potential for cash
investment.
All borrowing will be site/project specific and subject to an individual loan
agreement. The borrowing, where required, will be secured as appropriate via legal
mechanisms and this will be agreed on a project by project basis do to the varying
nature of the programme. Land transfer from BCC to Goram has been agreed to be
unencumbered to allow projects to be delivered in the most effective way.
Payment of the land value will normally occur once sufficient profits have been
generated by the project i.e. the later stages of the project. From the point of
transfer until the land payment is received, a loan note between the Council and
Goram Homes will be put in place for the value of the land.
Revenue for each scheme takes the form of sales receipts from private housing,
affordable homes, and any commercial property. In general, the profit margin
hurdle for developments is approximately 15% profit on Gross Development Value
for schemes.
All of this information feeds into the company’s financial planning process which
allows it to make detailed projections as to the levels of planned expenditure and
likely revenue from sales. Each element of the overall financial projection is
summarised in detail below sections of this plan.
Financial performance of both Goram and the joint venture limited liability
partnerships is monitored and reviewed regularly as part of a robust financial
management cycle in order to provide a periodic review. Actual spending on a site‐
by‐site basis is checked against the granular elements of the detailed financial
appraisals. A change process is initiated in the event that appraisals need to be
adjusted as estimates crystallize, and all key variations and exceptions are reported
upwards (including a periodic Board report).
All of this information is also integrated into detailed cash flow projections to give
the company sufficient Treasury control.

6.1

Projected Business Financial Performance
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The financial performance of Goram Homes has been projected based on the
programme activity outlined in Section 5 of the Business Plan. Each project in this
programme has an estimated Development Cash Flow, due to the early stages of
Goram’s programme the precision of the cash flow is limited. Therefore, our
framework of sites, demonstrate the business plan financial scope in which Goram
Homes could operate.
Of the initial schemes, Romney House and Baltic Wharf are the and well developed
in their substance. The identity of other prospective schemes has not been
confirmed, templates of potential locations have been used, providing the business
plan with the likely variance on mix of houses, flats and commercial property to be
developed.
All sites have been prepared as cash flows reflecting the anticipated LLP
arrangements of a 50% share of both capital (value in the lease being the majority of
the contribution made by Goram) and profits.
We have made a number of assumptions in this Business Plan pending receipt of
updated detailed Taxation advice which is looking at the interaction of Corporation
Tax, Stamp Duty Land Tax and VAT to determine the optimum transaction structures
that are optimal for all stakeholders. All figures shown in this report are net of VAT.
In building this business plan a set of assumptions have been made these are;
a) The land cost is inclusive of ‘capital and interest’
b) That Goram Homes Ltd is able to recover VAT on its purchases that incur VAT
c) That the LLP does not pay interest to Goram Homes for the value of lease let
to the LLP
The key business activities and financial results are presented as;
a) Profit and Loss after Tax
b) The land loan debt profile between BCC and Goram
c) Cash Flow
d) Operating costs
The key funding constraints were that. 1) The operating overhead cost of Goram
Homes should not exceed a cumulative peak of £3m during the business plan period.
2) That the total investment of both cash to LLPs and operating overhead (excluding
land debt) should not exceed £10m at peak during the business plan period.

6.2

Profit & Loss
The majority of the trading activity of Goram Homes is conducted in the joint
venture limited liability partnerships. The value of Goram’s investment is
predominantly via value within a lease granted to the LLP. This lease being a longterm lease 250 yrs. for example, transfers the freehold land value and is therefore
shown as a stake in the development. With this value transfer into the LLP the Profit
& Loss Account format reflects the activity from a Goram Homes perspective not the
whole LLP.
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There are multiple LLP’s assumed and Goram’s share of profit earned at cross the
programme from any LLP. We have, in forecasting the profit earned, assumed that
construction costs are averaged across property types and timings are the same for
tenures. Indirect costs (non-construction overheads) have been apportioned equally
across all property types and recognised at point of sale of the property.
To stress test the business plan sensitivities have been run against the overall plan
and results shown in graphs G1, G2 & G3, which flow the Profit and Loss table.
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2020

2021

2022

2023

2024

2025

2026

Profit & Loss Account (£'000)
LLP Participation

Baltic Wharf

Romney

(125)

(1,919)

2,680

3,180

741

1,230

1,443

2,315

464

Site 3

Site 4

885

1,019

708

Site 5

4,314

Site 6

1,718

Site 7

1,498

4,781

(1,068)

Site 8

Site 9

198

1,190

793

Site 10

197

1,179

1,179
904

Share of LLP Profit before Tax

(125)

(293)

6,933

11,514

9,667

(11,667)

(14,266)

(30,550)

(15,155)

(6,944)

11,667

14,266

30,550

15,155

6,944

(799)

(852)

(832)

(841)

(856)

(871)

(886)

(48)

(108)

(162)

(799)

(977)

(1,125)

6,092

10,658

8,796

18

(605)

(2,025)

(1,671)

(3)

Land Asset management
Purchase of land
Sale of Build Leases
Sale of freehold
Goram Operating Costs (£'000)
Interest & Financing charges

Profit before Tax
Corporation Tax
Goram Profit After Tax
Cumulative Profit & Loss Reserves

(799)

(977)

(1,125)

5,487

8,633

7,125

15

(799)

(1,776)

(2,901)

2,586

11,220

18,345

18,360

As shown above losses are incurred in the first three years with profits showing after
2023. The Profit and Loss is based on a programme with estimated costs and
revenues, these figures are to be considered as illustrative and can only be relied on
as a guide for business planning.
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6.3

Land purchase loan profile
The chart below shows the value of loans granted solely by Bristol City Council via
loan notes to Goram Homes for land purchases. Across the programme these loans
flow into the profile, as land is transferred to Goram with gross loans to 2025
totalling £85m. These loans are reduced when payments are made by projects and
the below graph shows the net loan position for the business plan period.

6.4

Cash Flow
The cashflow shows a closing balance in 2026 of £16m positive position this is after
repaying the initial operating funding of £3m loan.
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We have not shown any distribution of these surplus cumulative profits, pending
both receipt of taxation advice, and agreement on a dividend policy and the treasury
management strategy.

2020

2021

2022

2023

2024

2025

2026

Cash Flow (£'000)
Opening Balance
Inflow
Working Capital from BCC/Holding
Loan from Holdings
Interest from LLP
LLP distribution
Charge down of costs to LLP

Outflows
Operating costs of Goram
Interest paid to Holding

800
800

(799)
(799)

1

149

217

2,713

11,025

21,312

1,000
1,000

900
900

6,355

9,773

13,183

(2,653)

6,355

9,773

13,183

(2,653)

(3,859)
(841)
(318)

(1,461)
(856)

(2,896)
(871)

(2,557)
(886)

(605)

(2,025)

(1,671)

8,312

10,287

(5,210)

6,506

28,067

6,506

13,296

(6,506)

(28,067)

(6,506)

(13,296)

11,025

21,312

16,102

(852)
(852)

(832)
(832)

Corp tax paid on LLP profit share
Repay loan from BCC/Holding
Distribute Dividend to Holding
Operating flows

(2,700)

1

Receipts for Build Lease & F/h
Payments to BCC for land

Closing balance

1

148

149

68

217

2,496

2,713

6.5 Operating Costs
Operating costs have been contained within £900k p.a. for the period of the
forecast.
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We have not assumed any charge down of Goram Management costs into the LLP,
holding land values up pending receipt of Taxation advice.

6.6

Stress Testing
The following graphs show three iterative stress tests applied to the business plan.
First graph shows the impact of time delay on the business plan.

Graph G1
The second graph shows the impact on the business plan of sales revenues reducing
at a unit level.
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Graph 2 – G2
The third graph shows the impact on the business plan of construction costs
increasing at a unit level.

Impact of increased construction costs on Goram Cash
Balance
25,000

Cash Balance (£'000)

20,000

15,000

10,000

5,000

2020

2021

2022
0%

2023
2%

4%

2024

2025

2026

10%

Graph 3 – G3
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APPENDIX A
Board of Directors’ Biographies;
Non-Executive Chair
Aman Dalvi OBE has worked in housing for over three decades. At
present, Aman is working as a Consultant Advisor for two major
developers. Prior to this, Aman was Executive Director for
Development & Renewal at a London Local Authority; Chief Executive
of a London Housing Association and Chief Executive of an Economic
Development Agency. Aman also worked for the Housing Corporation
as Assistant Director of Investment. Aman has served as Chair of the
Anchor Trust and PA Housing and on the Boards of English Partnerships and the
Olympic Park Legacy Company.

Sinéad Butters, MBE DUniv. BA(Hons) is Group Chief Executive of
Aspire Housing, which also comprises Staffordshire’s largest
apprenticeship provider PM Training and social regeneration charity
Realise. As Chair of national housing network PlaceShapers, Sinéad
has been instrumental in uniting members around shared values as
a voice for change. In recent years, Sinéad received an MBE for
services to housing, two honorary doctorates for work supporting
communities, and saw Aspire receive the Queens Award for
Enterprise; a first for housing.

Mark Hallett BSc, MSc, MCIOB, MAPM, FFBE is a Development
Director and Non-Executive Director for a variety of consultancies,
developers, investors and joint venture companies for over 30 years.
His experience encompasses the full range of commercial,
residential, retail and leisure projects with responsibility for
identifying and unlocking value from major brownfield urban
regeneration land holdings with a combined development value in
excess of £2 billion. These projects have often been delivered in
partnerships between public and private sectors with a particular emphasis on
socially responsible and sustainable investment.
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Nick Buckland OBE is an experienced Non-Executive Director,
Chair and Trustee within a variety of sectors, education,
technology, regeneration, infrastructure, the arts and
sustainability. He knows Bristol well and is keen to work with
the team to make Goram Homes a resounding success.

Councillor Don Alexander has been a councillor for the
Avonmouth & Lawrence Weston ward of Bristol City Council
since May 2016. Although born in Bishop’s Stortford he was
persuaded by his Bristolian dad to come to Bristol for university
in 1981. Most of his working life has been spent in social
enterprise or development work in Lebanon, Sudan and Bristol.
He has lived in Sea Mills since 1987 and spends most of his
spare time trying to grow vegetables in his allotments. Don is
married with two children.
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APPENDIX B
Brexit risk assessment
1.0.

Introduction
Goram Homes will be impacted like many other businesses, by the United Kingdom’s
proposed exit from the European Union. Firstly, the current uncertainty about when
and how the UK will exit the EU is already having a ‘stalling effect’ on the UK housing
market, then secondly once the UK has actually left the subsequent consequences
may have further implications for the UK housing industry. However, Goram Homes is
better placed to manage these implications than many other developers who use the
standard house building model.

2.0

Possible Implication of Brexit
Firstly, some of the possible implications (negative and positive) of Brexit are:
• Availability of skilled and unskilled workforce.
• Increases in material prices due to trade tariffs, exchange rates, inflation and
availability of materials.
• Land values – possible reductions.
• Reduction in house-purchasers (General public) confidence leading to potential
reduction in sales values and sales volumes.
• Possible greater interest from long-term Rental Investment companies.
• Possible increase in central Government funding for affordable housing.
• Possible increase in central government initiatives for housebuilders.
• Increased interest rates (mortgages, development finance and long-term finance)
• Increased mortgage regulation.
• Other inflationary pressures.
• On-going uncertainty in the sector.
It is not only about how these factors might affect the housing industry, but rather
how they will affect the whole construction sector and the UK economy. For
housebuilders the negative implications may have three significant consequences,
these being: 1) Slowing house price growth or even house price reductions – this is currently
very difficult to forecast. Below are some industry experts' 2019 UK house
price predictions: • Richard Donnell, property market analysts Hometrack: 3% rise.
• Andrew Montlake, mortgage broker Coreco: 1% to 2% rise.
• Henry Pryor, housing market commentator: 5% fall.
• Miles Shipside, property portal Rightmove: no change.
• Andrew Burrell, Capital Economics: 1% rise.
• Simon Rubinsohn, Royal Institution of Chartered Surveyors: no change.
• Russell Galley, mortgage lender the Halifax: 2% to 4% rise.
For a longer-term prediction and more detailed insights, please follow this
link to a recent report produced by well-respected property experts Savills.
This predicts 12.8% increase in house prices in the South West over the
next 5 years.
28

Business Plan 2020 - 2025

2) Slower build/sales speeds – again, it is difficult to predict how build and sales
speeds will be affected by Brexit. However, the detailed Savills report referred
to above, suggest property transactions will remain relatively constant over
the next 5 years apart from sales in the Buy to Let market which are expected
to reduce. However, many commentators suggest there will be a
corresponding increase in institutional investors funding and purchasing ‘build
to rent’ schemes i.e. large-scale funders purchasing property portfolios to let
as private rent. The following tables, which is an extract from Savills’ report,
shows 2018 transactions levels and their predictions for the next 5 years.

2007

Mortgaged
first-time
buyer
Mortgaged
home
mover
Mortgaged
buy to let
Cash
buyers
Total

2018

2019

2020

2021

2022

2023

Change
five
years
to
2023

359,000 370,000 380,000 380,000 370,000 360,000 360,000

-3%

653,000 370,000 370,000 370,000 370,000 370,000 370,000

0%

183,280

65,000

65,000

60,000

55,000

50,000

50,000

422,000 370,000 360,000 350,000 380,000 360,000 380,000

-23%
3%

1,618,880 1,175,000 1,175,000 1,160,000 1,175,000 1,140,000 1,160,000 -1%

3) Higher build costs – this could result from both increases in material and labour
costs. According to the Department for Business Skills and Innovation, the UK
import almost two thirds (64%) of building materials from the EU and export
63% of building materials to countries within the EU. Following Brexit, the UK
could face limitations on importing and exporting which could lead to a
shortage in materials or an increase in cost. The cost of materials has already
increased since the announcement of Brexit. A post-Brexit risk is that a weaker
pound will lead to the rising costs of imported materials along with losing the
UK’s tariff-free access to the single market, as well as facing the imposition of
duties and limits on quantities.
With regard to labour, a recent major CITB (Construction Industry Training
Board) report into migration and the construction industry revealed that one
in three British construction firms are reliant on migrant workers, although the
construction workforce is still mainly British with only 1 in 8 construction
workers born outside the UK. More generally, the industry is blighted by an
ever-expanding skills gap which needs to be addressed urgently. Therefore,
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labour costs have been rising and may continue to do so if the construction
marketplace remains strong, but conversely, if there is economic downturn
this may actually ease the issue of labour costs and availability.
3.0

Other factors to consider
Aside from Brexit, another under-lying factor is the current under supply of
new housing, particularly affordable housing in the UK. Latest reports indicate
that even with the recent strong housing market conditions, the industry is
only building 2/3rds of the estimated 300,000 new homes required each year
and there is a particular need for more affordable housing.
Another factor related to this under supply is the ‘standard’ housebuilder
model. This model is predicated on the pace of sales dictating the speed of
build of new homes. In a difficult Brexit scenario, which results in reduced sales
values and slower sales pace, this could reduce supply even further. When
speed of sales slowdown, the normal house-builder approach would be to slow
construction to match the pace of sales. They will do this to protect their
financial performance i.e. control investment levels and avoid low margins and
‘return on capital employed’ performance. Interestingly, the recent Letwin
report (Oct 2018) recommended that by offering a wider range of different
tenure on larger schemes could help increase delivery output in this country.

4.0

Goram Homes response to slower sales pace/reduced values
Although the current appraisals for the first two Goram Homes’ projects are
predicated on the ‘standard’ housebuilder model, Goram Homes has a
significant advantage over many housebuilders because it is well-placed to
operate differently in a difficult post-Brexit environment.
Whereas many housebuilders have one primary objective i.e. financial return,
Bristol City Council, through Goram Homes has three key objectives;
• To help increase the number of new homes delivered across Bristol.
• To have greater control over what is built (Tenure, type, mix, quality,
balanced and thriving communities, etc) and the pace of delivery.
• To share in the development profits and make a financial return to the
Council.
So, although Bristol City Council and Goram Homes have the same financial
performance objective as many housebuilders, they are also equally
motivated by the other two objectives, particularly increasing the number
of homes built across Bristol and achieving a good pace of delivery.
Therefore, to ensure continuing delivery speeds, Goram Homes is able to vary
the tenure mix of the properties it builds and not be solely reliant on the
private sale tenure (which in theory delivers the best financial return) Goram
Homes is better placed to do this because;
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•
•
•

•
•

Goram Homes and its colleagues within Bristol City Council’s Housing Team
are particular knowledgeable about different forms of affordable and
intermediate tenues.
They are well placed to take advantage of public funding for providing
additional affordable homes from either the City Council or Homes
England.
Goram Homes has strong connections with various affordable homes
providers who would ultimately purchase these properties, be this either
the City Council themselves through the Housing Revenue Account (which
like all other local authorities has had its borrowing restrictions removed
from the HRA) or indeed local and national Housing Associations.
They also have good links with institutional investors who are looking to
invest in property portfolios for private rent.
This could be further enhanced if the City Council also proceeds with a
second housing company whose purpose would be to own and manage a
portfolio of private rented and/or affordable homes outside of the HRA.
This second housing company (a ‘Housing Investment Company’) would be
able to take a longer-term view with regards to a private rented portfolio.
This means it could purchase a package of homes from Goram Homes and
although yield returns may be low initially with a weaker housing market,
they should improve significantly once the housing market improves again
through its normal cycle. Furthermore, there would also be the capital
growth in the value of the properties over the mid to longer term.

As an example, Goram Homes’ first project Romney House is currently
predicated on delivering 70% private sale housing and 30% affordable housing,
however, this mix could change to perhaps 45% affordable housing, 20%
private rented housing, 25% private sale housing and 10% of intermediate
housing. (various tenure forms which sit between affordable and private
housing) This different mix may not deliver the same quantum levels of
financial return as the original mix, but it should still be profitable (assuming
public grant funding is secured), and could even potentially deliver the project
in a shorter time period.
In summary, Goram Homes can balance its three primary objectives rather
than utilising the ‘standard’ house-builder model which only has the financial
returns objective. It also has the experience, connections, capability, etc. to do
this.
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5.0

Goram Homes approach to higher build costs
However, changing the tenure mix of the homes provided does not tackle the
3rd major implication listed on page one i.e. increased build costs. (as a result
of labour and materials issues) To reduce the impact of this there will need to
be careful consideration is given to how the construction works are;
• Designed
• Specified
• Procured
• Contracted
• Organised on site
Goram Homes is likely to only have limited experience and capability in these
matters and so will need to rely on its Joint Venture partners for this.
Therefore, selecting partners that are well versed in these matters and who
have a good reputation in the sector in how they treat their supply chain
partners will be important.
Ironically, if there are severe Brexit implications and a significant slow-down in
the whole construction industry, labour shortages may ease, and labour and
material prices could stagnate.
However, selection of joint venture partners who are experienced and well
skilled in the following areas will be important;
•
•
•
•
•
•
•
•
•

6.0

Efficient design and specification of homes to avoid wastage.
Specifying, where possible, materials manufactured in the UK.
Offsite manufacture and modern methods of construction (OSM &
MMC).
Avoiding specialist designs and specifications.
Careful selection of sub-contractors who have a loyal and capable
workforce.
Storing and stockpiling of materials.
Pacing orders on a phased basis.
Fair and reasonable payment and contract terms for the supply chain.
Well organised site management, which allows sub-contractors to
operate efficiently.
These factors will not eliminate increased build costs, but they will go
some way to mitigating the impact.

Timescales
One final consideration is timing. Assuming Brexit happens as planned at the
end of October 2019 (or soon after) then the initial implications for the housing
market should start to become apparent during the Winter/Spring period.
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However, Goram Homes is unlikely to be actually making any significant
contractual commitments on its first Joint Ventures before the
Autumn/Winter period and therefore should be able to structure the tenure
and delivery arrangements within these contracts with some knowledge of the
Brexit implications.
Furthermore, the actual land value Goram Homes and its Joint Venture
partners will agree with the City Council will not finalised until the
Autumn/Winter of 2019. So again, the early implications of Brexit should be
apparent by then and can be taken into account in the land value calculations.
This ensures the financial expectations of profit, investment, ROCE, etc. can
also be assessed with some knowledge of the outcome of Brexit.
7.0

Conclusion
In summary, Goram Homes cannot avoid whatever the implications and
consequences of Brexit happening, but it is very well placed, and with the right
joint venture partners, able to adapt and mitigate the consequences to be able
to still deliver well designed, good quality homes and local communities across
Bristol, whilst still delivering appropriate financial returns to its shareholder.
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APPENDIX D - Key Dates Programme.
Below is the high-level Project plan with possible future milestones. This plan shows the two pipeline projects and the time taken till the first
point of revenue. The second group Scheme 1&2 show the time taken before start on site and revenue flow when projects are allocated,
reinforcing the importance of early identification by BCC of land for development by Goram Homes.
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APPENDIX F
Risk Assessment of business plan
STRATEGIC
OBJECTIVE

Increase the supply
of new homes built
each year across
Bristol

Build good quality
homes and create
communities where
people wish to live
Operate
commercially and
provide financial
returns to Goram's
sole shareholder Bristol City Council.

RISK EVENT

OUTCOMES

RISK INDICATORS

Land Pipeline
unsuitable or
insufficient for
business plan

Failure to deliver
business plan target
number of homes

Land supply has large
number of
constraints, such as
abnormals and no
planning status

Failure of a
contractor or the
joint venture to
maintain quality
standards.

Homes require
repairs to ensure
they meet standards

Supply chain during
construction not paid
promptly

An increase in
construction costs or
a reduction in sales
prices

A reduction in profit
or land value

LIKELIHOOD /
CONSEQUENCES

X

X

The JV has an
increase in
construction costs The housing market
statistics show a
showing in house
price growth

X

CONTROLS

RESPONSIBILITY

Land allocated to
Goram following joint
due diligence

BCC officers Goram Homes
Managing Director

Robust site
inspection by a
Goram inspection
team

Goram Homes
Managing Director

The costs can be
managed via the JV
and works stopped
- Monthly house
price monitoring of
the Bristol market.

The JV Board Goram Homes Board
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