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1 Executive Summary 
The soft market testing exercise of the Gateshead Quays sites has generated considerable 
interest and response from the development community. This has ranged from those 
developers who have no interest at all in the site through to those who believe it has real 
potential and are willing to engage in active discussions on becoming a development partner. 
Below is a summary of the main issues that have emerged and that we feel the Council need 
to consider. 

Timing 

� The property market is recovering in the South East and hot spots around the 
regions, but it is patchy. 

� The Council should commence preparations to bring these sites to market on the 
upward recovery curve, even though uncertainties remain. 

Appetite 

� Development and investor communities are still very risk averse. 

� There is little scope for speculative development without a clear exit route for 
developers. 

� Partnership arrangements are the most likely way forward where a developer acts as 
promotional agent for the landowner. 

� It is unlikely that the site can be delivered by a single developer so a master plan or 
consortium approach will be required. 

� Developers are concerned that if the small sites are marketed separately, they will 
secure occupiers that would otherwise help larger site come forward. There is 
interest in the small sites if they can be sold without a procurement process. 

� London and South East based developers are cautious about going into a region 
they are not familiar with. Many would prefer to concentrate on South East or 
regional hotspots. The days of bidding for sites regardless have gone. 

Occupier demand 

� There is low confidence that the end user demand in the office/hotel/leisure market is 
strong enough to sustain a scheme and make a project economically viable. 

� This caution may inhibit developers’ willingness to invest risk capital if they believe 
that they can get better returns elsewhere. 

� It is noted that there are strong competitor sites that could come forward more 
quickly. 

� Any scheme will require an anchor user. 

� There is interest in residential development but there is no consensus on what format 
would be viable. This element should form part of a wider mixed use scheme. 

� The private rented residential sector may support a building but this market is 
embryonic at present. 

Procurement 

� There is little appetite for a full procurement process, particularly the legal and 
architectural participation which is prohibitively costly in terms of time and resource. 
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� A full OJEU competitive dialogue will inhibit and alienate large sections of the 
development community. Only those set up to manage procedure will engage which 
may exclude the smaller more agile developer. A ‘light touch’ OJEU process might 
be the right approach to engage developers. 

� Any market engagement needs to be designed to be attractive to developers and 
their investors. 

Public Sector Contribution 

� Clarity over what the public sector is willing and able to bring to the scheme would be 
welcomed. This may take the form of land, capital, application of covenant to 
facilitate funding, occupiers, co-ordination of other funding streams/European funds, 
or a willingness to use revenue generated from the sites to leverage investment. 

� Whatever support that could be available needs to be focussed and meaningful, that 
will leverage impact and value. 

Site data and pre-marketing preparation 

� There is no requirement for significant infrastructure spending that compromises or 
constrains the site in advance of agreeing a master plan. 

� Accessibility issues attributed to the wider transport network have been identified as 
of concern. Any off site infrastructure improvements that could enhance the 
attractiveness of the site should be identified. 

� Consideration should be given to articulating the requirements that will be imposed 
through the planning system that will add cost or constrain development in some 
way, for example the implications of developing adjacent to Sage Gateshead or 
specific S106 requirements. 

� A data pack containing key site information such as title documents, site surveys, 
services data and other site constraints should be assembled. 

The Council should consider establishing a project team to implement the following 
next steps: 

� Review all marketing and procurement options 

� Consider what public sector support could be deployed 

� Begin the process of assembling a data pack for the site 

� Maintain a demand register to build confidence in the viability of a project. 
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2 Introduction  
BNP Paribas Real Estate have been commissioned by Gateshead Council and the Local 
Government Association to carry out a soft market testing (SMT) exercise to establish the 
appetite for a comprehensive mixed use development on Gateshead Quays in advance 
of establishing any procurement for the sale of the site(s).  

The successful redevelopment of the sites at Gateshead Quays is an important element 
in a wider series of regeneration initiatives focussed on delivering a long term vision of 
growth and renewal for Gateshead. The long term viability, sustainability and success of 
Gateshead as a commercial centre is partly reliant upon ensuring the revitalisation of 
Gateshead Quays in a way that is both commercially successful yet at the same time 
compliments and enhances the setting of the site and the iconic structures and facilities 
that already exist. 

The principle objective of the SMT exercise has been to engage directly with the private 
sector development community, to canvas their opinions and views on sites of this 
nature. This report provides an analysis of the response that highlights some of the 
issues that might be faced in bringing the three sites to market, in order to guide the 
Council’s decision as to when to bring their sites to market and inform the choice of 
methodology for doing so. The SMT has not been an investigation into levels of 
occupational interest/demand. 

The sites in question have been the subject of numerous development proposals in 
recent years, none of which have been delivered. This we believe to be due to a 
combination of events including the collapse of confidence in commercial property 
development post the financial crisis of 2008. One objective of this study is to seek to 
identify market demand for large mixed use projects in an improving economic 
environment and following the successful completion of the Trinity square development in 
the centre of Gateshead. 

We would like to acknowledge the valuable contribution made to this work by the 
Gateshead Council project team who have helped to shape and guide the brief, provided 
information critical to an effective market engagement, agreed the key objectives and 
marketing material, provided feedback on the process, and engaged directly with some of 
the development community. A well informed ‘in-house’ project team will be essential for 
the future delivery of any scheme. 
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3 Market Summary 
Set out below are some key headlines for each sector of the property markets that may be 
relevant to these sites. Broadly speaking these paint a picture of markets in the early stages of 
recovery, with increasing levels of confidence, but some uncertainty about the sustainability of 
growth in regional markets. This dictates a cautious and risk averse approach to new 
development projects. 

Lending 

� Banks have cut their exposure to commercial property from 12% to 9%, but there 
appears to be a new appetite for more profitable lending. 

� Insurance companies are increasingly open to funding development projects and 
investment in non-prime property. 

� Economic recovery is broadening investor demand which is spreading to regional 
markets and non-prime stock. 

� Stabilised capital values are increasing confidence. 

Institutional Investment 

� Institutional demand for UK property assets is increasing, with institutional investors 
being net buyers of commercial property. 

� The healthier economic outlook implies recovery in the occupational market and 
there are signs that this recovery is spreading beyond London. 

Retail and Leisure 

� Consumer spending is gradually recovering 

� Rental values remain at an all-time low 

� Vacancy rates are beginning to stabilise or fall 

� There is still a structural change as retailers adjust to online retailing and reduce their 
need for physical space 

� Broad recovery expected but still with localised challenges. 

Offices 

� Confidence and take up levels rose across UK in 2013 (in Newcastle up 56% on 
2012) 

� Limited speculative office completions and transfer of second hand stock to new 
uses has reduced supply levels 

� Grade A supply in regional markets is short 

� Outlook is more positive than for some years, economic activity, tight supply, rising 
occupier demand will cause headline rental levels to grow 

� 2014 will see some speculative office starts in regional cities. 
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Student Residential Markets 

� This sector has weathered the poor market conditions of the last few years. 

� Considerable activity on a speculative basis where there has been a demonstrable 
under supply of modern well located accommodation, or where Universities have 
supported projects through occupational agreements.  

� Projects which are not in prime locations and where there is no occupational support 
have failed to come forward. 

Residential Markets 

� Significant improvement over the last 12 months. 

� Major house builders rebuilding a pipeline of projects depleted by the low activity of 
recent years.  

� Improvement in sales as confidence returns to house buyers consequential on an 
improving general economic outlook and various Government initiatives to support 
the sector. 

� Developers are reporting interest in the private rented sector as a new market that is 
attracting investment finance. There is some expectation that this will be a growth 
area over the coming years. 

Development Market Conditions 

� The development of commercial real estate on a speculative basis , across all 
sectors, is dependent upon there being confidence that the occupational markets are 
robust and will provide end users for the space created, coupled with the availability 
of appropriate finance to deliver projects. Since 2008 there has been very little truly 
speculative development in the north east of England. What development there has 
been has resulted from occupier led activity or where there has been financial 
support of some form or another. 

� The last 12 months has seen an increase in occupier activity which is beginning to 
restore some confidence to markets. Office take up in the main city centre market of 
Newcastle was up 56% on 2012 levels prompting renewed developer activity in a 
number of sectors including leisure, hotels and offices. This renewed activity is yet to 
manifest itself in projects on the ground, however the direction of travel is positive. 

� Over the last few years the weakness of the demand for office accommodation in 
particular has forced real rental levels (net of letting incentives) down to historically 
low levels as supply outstripped demand and landlords fought to retain occupancy of 
their investments. Coupled with a widespread retreat from property lending and 
investor appetite for only the most secure income streams, capital values have fallen 
below the costs of development. This situation persists across all but the prime 
locations in the north east, and will continue until demand outstrips supply. 
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4 Methodology  
The project can be broken down into three phases: 
 
Phase 1:  Data gathering and preparation 
Phase 2:  Implementation 
Phase 3:  Analysis and reporting 

4.1 Phase 1: Data gathering and preparation 
 
In advance of any market engagement it was agreed with Gateshead Council which sites were 
going to be discussed, how they were to be presented, how many interviews would take place 
and with whom, and what background would be produced. Below are the key decisions that 
were made: 

� The Council own extensive areas of land at Gateshead Quays in multiple sites. It 
was agreed that to try and present all of those options and opportunities in a concise 
and easily understood way was not a practical proposition. It was agreed that a 
focus should be the main Hawks Road/South Shore Road site, extending to 3.810 
hectares (9.415 acres), and the two river frontage sites Hillgate Quays at 0.845 
hectares (2.089 acres) and Baltic Car Park at 0.224 hectares (0.55 acres). The 
thinking behind this decision being: 

o  Focus on the ‘prime’ development opportunity between the two cultural 
attractions of Sage and Baltic 

o  Include the smaller sites to provide options around ‘quick wins’ which may or 
may not cross subsidise the larger site 

o  Enable an inclusive discussion with developers who may not be able to 
resource a comprehensive scheme. 

� It was agreed that the prospect of incorporating a conference centre into the scheme 
would be specifically excluded. This would signify a break with previous attempts to 
bring forward a scheme and dispel any concerns that delivery of such a facility was 
the primary driver of a scheme that might comprise a commercial solution. 

� The developers would be advised that the site could accommodate a wide range of 
uses and that the following would be acceptable in planning terms: 

o Residential 
o Offices (B1) 
o Leisure (D1 and D2) 
o Retail (A1, A2, A3 and A4) 
o Hotel (C1) 
o Multi-storey car park 

� Developers would be advised that the sites had capacity for significant scale of 
development and that key considerations would be to respect the integrity of the 
Sage and the Baltic, but that the adjoining 12-storey residential scheme is also 
relevant. An image of the previous proposals brought forward by Kier indicating 8 to 
10-storey development was included in the presentation. 

� It was anticipated that some interviewees would have little knowledge or awareness 
of the strength of the location, and so some basic catchment data along with some 
occupational demand commentary was included in the material used. 
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In order to gather a coherent response from the interviewees a template ‘feedback form’ 
was agreed. Whilst the interviews themselves were conducted in an informal way, this 
allowed the discussions to be recorded in a way that answered the key areas of enquiry 
which were: 

� What is their appetite for mixed use development, and do they have the capability 
and resources to deliver projects? 

� Are they active in regional UK markets and what potential do they see? 

� What is their preferred operational model? 

� What is the most effective way for the public sector to deliver sites to the market? 

� What is their view of these specific sites and any issues they think should be 
considered. 

The list of organisations to be contacted was agreed with the Council. This included 
developers known to be active in the region, major developers who are currently not 
represented and residential developers. It was also agreed that it would be useful to 
canvass the views of major institutional investors on their attitude to providing funds to 
development projects of this nature. 

It was agreed that a total of 20 interviews would be conducted from the following list of 
organisations: 

Commercial developers: 

AMCO 

Argot 

Carillion 

Delancy 

Development 
Securities 

Grosvenor 

Harrison 

Henry Boot 

Heron 

Highbridge 

Istithmar P&O 
Estates 

Kier 

Lend Lease 

Muse 

Manse 

Palmer Capital 

Ramboll 

Robert McAlpine 

Robertson 

Silverlink 

Simons Group 

Sovereign 
Land/Centros 

St Modwen 

Terrace Hill 

Residential developers: 

Barratt 

Bellway 

Berkeley Group 

Cala Homes 

Galliford Try 

Gentoo 

Grainger Trust 

Miller 

Persimmon 

Redrow 

Taylor Wimpey 

 

Investors: 

Aviva 

L&G 

LaSalle Investment Management 

M&G 
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Generally we had an encouraging level of response and of the developers approached most 
were prepared to engage in the SMT exercise. However, some were not. These were as 
follows: 

� Argent 

� Delancy 

� Heron 

� Istihmar P&O  

� Sovereign Land / Centros 

� Grainger 

� Redrow 

The reasons for not wishing to engage with us were largely because the developers were too 
busy and/or had no interest at all in developing in Gateshead. 

A copy of the marketing information that was shared with interviewees is enclosed at Appendix 
1. A full transcript of each interview is enclosed at Appendix 2. 
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5 Developer Feedback 
In order to gather a range of different views and opinions we interviewed a cross section of 
development companies. They can be categorised into three broad groups as follows: 

� Agile, low cost base, companies who operate with a limited balance sheet, but have 
expertise in bringing together all the different elements of development schemes. 

� Those with a construction company parent and who are able to leverage the financial 
strength of that parent company’s balance sheet and potentially provide construction 
funding. 

� Property companies whose business is property development and investment, and 
who utilise an existing portfolio, coupled with other funding sources to create new 
projects and opportunities. 

� Funds and institutions who would take a JV role. 

� Major house builders 

All of these companies adopt different operational strategies but a clear common theme from 
the interviews is the requirement for an exit strategy from any project. By this they mean that it 
is generally not their intention to retain a completed project as an investment. The objective is 
to create an investment grade asset and then sell at a profit to a third party investor such as a 
pension fund or insurance company. The requirements that underpin such a business model 
are demand from occupiers for buildings on terms that are attractive to long term investors. 

 

 

 

As part of the brief Gateshead Council were keen to explore whether there are developers who 
are not known to be actively operating in the North East region but who would consider the 
opportunity presented at Gateshead Quays. The response has been mixed, but generally such 
larger nationally recognised developers are wary of the north east. There is a lack of 
confidence that it will be possible to generate the rates of return that they can in other more 
robust regional economies. In the competition for internal resources, it is likely that projects in 
the north east would lose out unless a compelling case for a scheme can be articulated to their 
respective Boards. 

 

 

 

 

In order to deal with some of the occupational demand concerns and long term funding issues, 
there is a general view that the council will need to support any development, at least in the 
short term, through utilising its covenant to create investment grade income streams. Various 
options for this were raised including the Council taking an overriding lease on buildings and 
making a forward commitment to purchase on completion. This theme of discussion also led 
many developers to suggest that for sites of this nature Councils need to be open and 
transparent at the outset about what support they are willing and able to bring to bear in order 
to deliver a desired outcome. This could come in the form of direct financial support, 
coordinating public sector or European funding streams, resources and on/off site 
infrastructure. 

We are a trader developer and so need to have a 
good prospect of an exit from each element of the 
scheme – Mark Robinson, Kier Developments 

We perceive the North East to 
have the greatest risk profile 
and least buoyant economy in 
the regions. Guy Butler, Grosvenor 
Estates 
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However, there is a counter view that offering too much support from an early stage would not 
drive a competitive market solution that tests the relative abilities of potential development 
partners.  

Where the public sector feels able to support any scheme, an assessment will need to be 
made of those elements of the scheme that if enabled would have most impact on the delivery 
of the balance of the development. Any support should therefore be focussed on specific 
elements, which may be a building, but could equally be an end user or infrastructure. 

 

 

 

 

We were asked to gauge the market response to the site and its location in Gateshead. For 
those who knew the site the reaction was generally positive, with a recognition that they offer 
real opportunities. The sizes are appealing, the riverside location a significant benefit, and the 
addition of the neighbouring cultural assets will undoubtedly help marketing. Concern was 
expressed that as an office location, there are other better sites in the central area of 
Newcastle/Gateshead that would attract investment and occupiers ahead of Gateshead 
Quays. The underlying theme here returned to the prospect of securing a significant user, or 
group of users, that would drive the commercial sustainability of the location. 

 

 

 

 

 

 

 

The broad consensus of opinion was that whilst the smaller sites do represent opportunities for 
quick wins with limited exposure and risk, the preferred approach would be to work with a 
development partner at a strategic level across all sites. However, the level of commitment that 
developers would make to the project will be limited. The expectation is that the arrangement 
would be a joint venture or development agreement where the Council provides the land and 
other resources, and the developer will provide the pre development funding and expertise. 
The partner will fulfil a master planner role and act as delivery agent for the Council. The 
rewards would be shared when generated. It is unlikely that a single developer would be 
capable of delivering all elements of a mixed use scheme. Any residential element in particular 
would be sub contracted to a specialist residential developer. 

Considerable comment was generated on the subject of how the Council might select and 
appoint a development partner. For some they are openly hostile to a full OJEU compliant 
procurement procedure involving prequalification and competitive dialogue, and will exclude 
themselves from any process that involves this. These would typically be the smaller less well 
capitalised companies. Others, who are more used to dealing with such processes accept the 
need for the process but advise that the costs and resources required to bid will have a direct 
impact on their interest. The competition for resources within these companies means that 
costly bids on schemes where returns are uncertain will not be approved. The message is that 
developers would wish to see a short, well managed process that focussed on the track record 
and methodology that a company would adopt, and not require heavy investment in design 
work or pre agreement of legal documentation. 

Need to find the real USP – great location, cultural 
assets and size – it will attract funding interest but the 
key is end user demand. Paul Heaps AMCO 

Any scheme of scale in the regions will 
need an end user to kick start the project. 
David Clancy, Harrison Developments 

Annuity style deals based on long leases to Councils 
enable development to come forward. They create 
profit rents that can be recycled and manage risk, 
they also allow us to reduce our return requirements. 
David Wells, Muse 
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The smaller sites have potential for early wins and are less capital intensive to bring forward 
but may take demand that would otherwise help deliver the larger project. Developers are 
asking which is the priority. The consensus view is that all sites should be offered as a 
package, but that it will be necessary to construct the development agreement in a way that 
ensures the returns from any early wins can be utilised to facilitate the wider regeneration 
objectives. 

The broad view on investing in major infrastructure prior to securing a development partner is 
that this is not necessary at an early stage. More relevant for developers is a comprehensive 
pack of key site data and services information as this is crucial to the evaluation of the site 
potential and economics evaluation. 

 

 

 

 

For those who are more aware of the location of the sites accessibility from the highway 
network and town centre is considered an issue that will need to be addressed. In particular 
mitigating the traffic congestion around the end of the Tyne Bridge was cited as something that 
makes the site less attractive. 

 

 

 

The response from the investor community can be best encapsulated by that from M&G 
(formerly the Prudential). 

M&G are very keen to support regeneration projects in regional cities. However, this is on the 
basis that local authorities secure or underwrite cash flows. They are unconcerned about what 
the underlying asset actually is, for example they have funded ‘social infrastructure’ such as 
schools and libraries. What they are focussed on is the credit risk associated with the 
guarantor. 

We are willing to enter into long term partnership arrangements where our 
early due diligence provides comfort on occupational demand and all parties 
take a market facing approach. We are then able to commit the required pre-
development funding. Colin MacPherson, Manse 

We avoid OJEU procurement at all cost, as it is too 
time and resource intensive. Both parties must be 
open about what they can bring to the table. Michelle 
Percy, Silverlink 

Do not put infrastructure into 
the site until there is clarity 
about the final scheme, but be 
transparent about what the 
Council is able to contribute. 
Philip Eaves, Robertson  

Place making is key and 
accessibility to the town centre 
needs to improve. Mark McKelvey, 
Bellway 

We will continue to do public sector procurement on a selective 
basis, where we feel that there is a strong relationship with the 
Council and that they would be happy for us to win. Neil MacMillan, 
Carillion 
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They are able to structure deals over terms ranging from 20 to 50 years, and where the 
freehold reverts either to them or remains with the local authority guarantor. Typically these 
deals require an income guarantee that provides annual indexed linked increases, although 
each situation is different and there is flexibility depending upon the objectives of the project. 

M&G confirmed that they were one of parties who made a proposal to Newcastle City Council 
regarding the funding of the Silverlink/Stevenson Quarter scheme. 

Below is a description of what we believe the arrangements put in place between Newcastle 
City Council, Silverlink and private sector funders in order to unlock the Stephenson Quarter 
scheme. This indicates the impact that can be achieved through a local authority guaranteeing 
an exit route for the developer and helping to bridge the value gap on key elements of the 
scheme. It is worth noting that there are various models that could be deployed, and examples 
in the region can be found in most local authorities. 

 

CASE STUDY – Stephenson Quarter, Newcastle – Silverlink Developments 
 
This is the site in Newcastle to the south of Central station that is being promoted by 
Silverlink developments. Silverlink were originally funded by HSBC but they withdrew 
funding support as part of their retrenchment from property lending.  
 
The land was sold to Newcastle City Council (NCC) with Silverlink immediately 
acquiring Phase 1 land back, with a draw down agreement on the balance of the land at 
fixed values plus overage provisions. These values were based on current valuations 
and not historic levels. 
 
There are two buildings in Phase 1. An office building on top of a multi-storey car park, 
where NCC have signed an overriding non occupational lease for 35 years. This has 
been sold to an investor in an annuity style deal (annual rental uplifts linked to RPI) and 
so released sufficient capital to allow lettings at today’s rental levels without significant 
risk to NCC. The capitalisation rate was based on a net initial yield of 4.22%. 
 
The second building is a hotel, which has been debt funded, with RBS providing senior 
debt, NCC funding infrastructure costs and construction funding by the contractor. The 
funding package has been under pinned by the hotel trading forecast validated by Tri 
(hotel consultants). NCC have agreed to acquire the completed investment if not sold  to 
a third party investor prior to practical completion. 
The success of the project has required 
 

� A close working relationship between all parties facilitated by a dedicated 
project team at NCC 

� An acknowledgement by NCC that an exit route is required by both developer 
and contractor on completion and that the market presently is unable to provide 
this 

� An articulation of the benefits of development beyond the property deal, i.e. 
training and employment opportunities, construction jobs, GVA figures etc. 

� Satisfaction of State Aid and procurement issues at the outset 
� Robust financial and delivery plans 
� An incremental approach to allow the public sector partners to manage the risks 

and politics in ‘bite sizes’ 
� Active short term management to build awareness and acceptance of the 

location 
� A focus on the achievable rather than unattainable aspirations 
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6 Key Findings from the SMT 
Set out below are some of the key findings that emerged from the SMT exercise, which may 
play a part in deciding how to bring the sites forward for development: 

� National developers are generally more wary of Gateshead than those already 
operating in the region, which were more receptive. The quality of the site is 
recognised by most. 

� Strategic partnership approach the preferred model with typically a large developer 
providing pre-development funding and expertise, marketing to occupiers and 
funders, with sub sales of plots to specialist developers. 

� The deal expectations of developers are that the land would need to be contributed 
at nominal cost, the developer would contribute pre-development costs, resources 
and expertise. Any returns to be shared in an agreed apportionment. 

� Procurement is an issue that could limit participation significantly, in a selection 
process. 

� Timing. The general feedback is that the site should be launched into the market 
early in the recovery cycle to try and deliver as much as possible in one market 
cycle. 

� Preparation: planning requirements which could have a cost impact on marginal 
viability; public sector support and funding; full service data, title; off-site 
infrastructure that will be available from outset. 

� Occupational demand: concern expressed that not sufficient in all sectors, need to 
identify an anchor that will drive the commercial element. What demand can be 
captured locally with council assistance? 

� Set expectations at right level – level of land value, timetable (any scheme will take a 
long time so agreement needs to reflect this); what level of commitment from 
Council/public sector 

� Residential market is uncertain about precisely what solution would work. There is a 
cost: value equation that may be difficult to sustain. Large numbers of apartments 
not of interest to the market at present. Lower density urban living may work. The 
emerging private rented sector market may provide a partial solution. 

� Access to/from site critical – what is planned/committed off site that will enhance the 
location. 

� Any public sector funding or support should be focussed on those elements of the 
overall that would have the most impact on overall deliverability. 

� Most developers would prefer the freehold of any site to be offered as this creates an 
unfettered asset for sale to investors or funders. Long leasehold may be tolerated 
providing they are benign in their content. Any covenants that are restrictive in 
nature will impact through narrowing the market for the asset and reducing value. 
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7 Conclusion, Recommendations and Next Steps 
Set out below are our conclusions from the soft market testing under taken, along with our 
views on the next steps that Gateshead Council and their partners could take in order to bring 
these sites forward for development. 

7.1 Timetable 
 
With most commentators saying that the UK economic recovery is now well underway, albeit 
not widespread and uniform across the country, it could be argued that landowners who wish 
to bring sites forward for development should be aiming to take advantage of this upswing and 
prepare to sell. 

This is particularly the case in the North East region where the window of opportunity for 
initiating profitable development (where capital values exceed development costs) is likely to 
be short. This does however require such landowners to take some risk in the preparatory 
process, which may require the appointment of a development partner ahead of a clear market 
driven solution. 

One particular developer we spoke to was specific in that they were not keen to become 
involved in a development process that went through a property cycle and others were 
reluctant to become embroiled in a long term project with uncertain outcome. With that in mind, 
the timing for bringing the site to the market was largely now rather than leave the marketing 
too late in the cycle.  

7.2 Strategic partnership 
 
From the evidence of our interviews there is a willingness by enough developers to create 
competition to be appointed as the preferred development partner for these sites. However, 
this is only on a limited risk basis due to the uncertainties around the occupational markets for 
these locations. The balance of opinion is that the sites are best dealt with collectively under 
some form of joint venture or partnering agreement where the developer provides the risk 
capital and pre-development funding, along with their delivery expertise, to prepare a master 
plan solution for the site, secure the necessary planning consents, set up and implement 
deliverable commercial projects and arrange sub sales of sites to specialist developers or 
operators. The role of the Council in such a venture would be to contribute the land assets and 
coordinate other public sector resources. Both parties would share in the proceeds of 
development subject to any private capital receiving a priority return, but with an ability to cross 
subsidise elements that are marginally viable. 

7.3 Coordinate the public sector response 

Clarity from the outset as to what the Council and or other public sector agencies can actually 
contribute to the project is something that most developers would wish to see. Clearly, thought 
needs to be given as to how this contribution needs to be presented in a way that does not 
compromise any future negotiating position and does not constitute state aid. However, a 
criticism of some is that some projects have failed because councils have been unwilling to 
offer the support that would save a project until too late in the process. 

It is perhaps worth commenting that the responses received from developers may not be a 
completely accurate reflection of how they will react when these sites are brought to market. 
They have articulated to us an initial view, and what would be their ideal solution. When faced 
with a competitive situation they may respond differently depending on multiple factors 
including known occupational demand, their development pipeline, and other market factors. 
Any marketing of these sites will therefore need to strike a balance between articulating the 
opportunity and support that may be available, but at the same time testing rigorously what the 
market can deliver itself. 
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A common complaint from private sector developers is that they find it difficult to navigate the 
various sources of public sector support for development and regeneration projects. The 
Council should consider how it can facilitate a package of support, whether this is on 
infrastructure, grant monies, investment finance.  

Of particular relevance in this instance is how much financial support the Council can provide 
over and above the provision of land. For example, if the desired outcome is a new office 
building, could the Council provide the developer with their exit route through guaranteeing a 
purchase on completion at a certain level, or perhaps underpin the investment via an 
overriding lease or lease guarantee. 

There may be a public sector end user that could secure a first phase of development, and 
facilitate some speculative build in addition. 

Of equal importance will be the design and planning aspirations that could shape the form of 
development and costs associated with it. Any guidance in this regard must take into account 
the financial viability realities of the project. 

7.4 Deal with the procurement issue 

Only a specific segment of the development market is set up to engage with a full OJEU 
procurement process. Even then they have to balance the costs and risks of any bid with the 
potential returns that could be made. It is evident that many of the larger development 
companies are prioritising other parts of the country, where rewards are higher and more 
certain, for their risk capital. So, any marketing of these sites has to present an attractive and 
easily accessible opportunity for them to engage with. 

Developers are willing to compete for high quality sites, but the complexity associated with 
bringing forward large scale mixed use redevelopment means that there is a significant 
element of relationship building required amongst key stakeholders, alongside the formal 
contractual agreements. The time required to do this means that only a small number of 
parties can be engaged in a meaningful way. 

If a formal OJEU procurement exercise is required then the market preference is to focus on a 
selection process that is designed to minimise the time between commencement and selecting 
a preferred partner, and does not impose significant costs or administrative burden on the 
bidder. It should be led by a market engagement process that is proactive in trying to build 
relationships with key players in the market who could form the partnership, to build confidence 
and trust from an early stage. Selection should be based on track record, approach to the 
project and available resources. Creation of a master plan, detailed designs or agreement of 
complex legal documentation at risk are all items that add cost, time and ultimately will deter 
potential participants. 

We are aware that North Tyneside Council have entered into a development agreement with 
Highbridge without a full procurement. We also received feedback from Muse during the 
interview that the procurement process adopted by South Tyneside Council to select their 
partner for the town centre regeneration project was a good model. 

7.5 Demand 

There is a clear lack of confidence that sufficient operator or tenant demand exists or could 
exist, to drive large scale development. The Council could choose to investigate further the 
occupier markets via a pre-marketing demand study in order to identify demand and secure it 
in a way that facilitates development. Alternatively is to work collaboratively with a 
development partner who would fulfil that function as part of the developer role. 

Our experience suggests that occupier demand is extremely fickle and generally seeking 
certainty of delivery within a defined timescale. There would be little confidence from end users 
that a council would be capable of delivering a development project directly. On this basis it will 
be preferable to have much of the pre-development due diligence completed before full 
engagement with the occupier market. This implies having a development partner in place. 
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If, however, there is an end user known to the Council then the opportunity to secure them to 
the project should not be missed. This can help provide confidence to the development 
community that there is a live project to bid for. 

7.6 Preparation 

It is clear that any interested developer would welcome a degree of preparatory work to help 
understand the opportunity and constraints that may face a scheme. This will fall under two 
categories: 

1. Planning: acceptable uses, scale, massing, materials, parking requirement etc. A 
document that guided rather than is prescriptive. There is some concern that developing 
alongside other iconic structures may add additional cost and clarify on this early would 
be welcomed. 

2. Site data: title information, services data, ground condition information, capacity and 
locations of infrastructure that constrains development. This would be more valuable in 
the early stages rather than significant capital expenditure on site works that may not 
have value in the future. 

7.7 Next Steps 

In summary, we believe that there are four key next steps that the Council should undertake in 
order to bring these sites forward: 

1. Review the marketing and procurement options 

2. Consider what public sector support could be deployed 

3. Prepare the site and planning data 

4. Maintain a demand register and dialogue with known end users. 

Clearly these steps will require a considerable degree of coordination, and in our view is best 
achieved via a dedicated project team who have the knowledge and resources to carry this 
preparatory work through to engagement with the market and into the delivery phase. 

 

GS08



 

19 

 

Appendix 1   
Marketing Pack 
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Prime Development Opportunity
Gateshead Quays
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Tyne & Bridges
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Site Plan
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Aerial Plan (Subject sites and surrounding occupiers)
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Proposed site image
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Relevant Data

Site areas GQ1 3.810 ha / 9.415 ac
GQ2 0.223 ha / 0.550 ac
GQ3 0.845 ha / 2.089 ac

Capacity - existing adjoining development up to 12 storey
- respect integrity of Sage Gateshead and Baltic

Acceptable 
use types

- Residential
- Leisure D1, D2
- Retail A1, A2, A3, A4

- Offices B1
- Multi-storey car park
- Hotel C1

Catchment 1.6 million people within 45 min drive time
Two world class universities
Newcastle International airport 20 mins

Demand - Council current dealing with enquiries that include:
- new ‘business traveller’ hotel
- multi-storey car park
- over 100,000 sq ft new office requirements
- leisure bar/restaurant operators.
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Appendix 2   
Developer Interviews 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

AMCO 

Paul Heap 

Chief Executive 

26.02.14 

1. Current development  and funding strategy 

A small team, not well capitalised. Act in a development management capacity. Objective is to 
identify sites, occupiers/end users, plan an exit strategy, gain control of sites, bring in finance 
partner – act as development manager for a fee. 

2. Appetite for major UK regional cities outside the SE 

Looking in all major northern cities. Secured site in Edinburgh. 

3. Interest in large mixed use development projects 

This is where investor contacts are looking for returns, prefer to secure an off market position 
and avoid procurement as cannot compete with major contractor/developer balance sheets. 

4. Approach/constraints to funding large mixed use schemes 

Will always need third party funder. Current investor relationships require large scale projects. 

5. Which occupational markets do they think have potential in regional cities 

Residential including private rented sector – current investor activity leisure, hotels 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Development manager – fee based role. Will not speculate costs on major up front 
preparatory work as part of a bidding process. 

7. What is the most effective way for local authorities to deliver sites to market 

Put all bidders on a level playing field. Detailed brief: uses/site surveys/planning 
requirements/scale and massing; expect to produce a high level masterplan but no more 

8. Specific view on Newcastle Gateshead 

Actively looking for site 

9. Specific view on Gateshead Quays 

The large site is a major challenge due to competition from other site. DA would need at least 
three years to have an impact. People will see locations for what it is – address not an issue. 
Need to find the real USP – great location, cultural assets and size – will attract funding 
interest but key is end user demand. 
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Other issues: 

· What public sector infrastructure will go in to de-risk/unlock 

· Is there car parking income – can this be used/leveraged to fund pre-development 
activity 

· AMCO will shy away from expensive/protracted procurement 

· Would be interested in smaller sites as more manageable 

· If looked at entire would join early with a funding partner to provide the pre-
development cash requirement and focus on smaller sites to cross subsidise rest of 
project and provide early market wins. 

 

GS08



 

Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Bellway 

Mark McKelvey 

Land Buyer 

10.03.14 

1. Current development  and funding strategy 

Last year built 600 units, target this year (to July) is 750 units. Aim to be back to pre-crash 
levels of circa 800 next year and potentially more in subsequent years. Funding through 
existing resources and finance facilities. 

2. Appetite for major UK regional cities outside the SE 

Have acquired enough land to fill this years target and have capacity in existing sites. Take up 
is improving. Have been ‘playing safe’ developing family housing. Still need to buy more land 
and the group is pushing to improve ROCE. Impact will be either smaller sites/ quicker 
turnover of resources/ draw down large sites in phases. 

3. Interest in large mixed use development projects 

There is pressure from ‘group’ to ‘make hay’ in current market and acquire land before 
recovery fully in place. Apartments are back on the agenda in the right location as banks 
begin to ease restrictions on lending. 

4. Approach/constraints to funding large mixed use schemes 

In past have been happy to let a masterplan developer run such sites and take residential 
sites as sub project. Bellway have no commercial appetite or ability so would always want to 
work with a JV partner. 

5. Which occupational markets do they think have potential in regional cities 

Considering private rented sector but the model is not yet mature for regional cities. Tried to 
bring forward on Calders site, but cost/revenue equation still not viable. Other such as 
Northumberland Estates and Grainger pursuing PRS. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

See 4. Also, would not want to build residential in isolation, want some certainty that the 
‘whole’ will come forward. 

7. What is the most effective way for local authorities to deliver sites to market 

Not keen on public sector procurement. Happy to let someone else do the hard work and 
provide exit for residential element. Not set up for the process or red tape hurdles. (see 
below/other) 
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8. Specific view on Newcastle Gateshead 

Keen to find sites and bring forward schemes. 

9. Specific view on Gateshead Quays 

Ochre Yards continues to be a success for them, selling at £195 psf on build costs of circa 
£120 psf. Never build more than one block of 50/60 flats at any time, max 3 storeys. Views 
better on south side of river! 

Other issues: 

· Placing making is key, bring other development along in parallel to residential and 
public realm 

· Connectivity to town centre needs to improve 

· Access/highways needs attention, from the north side of river as well as Gateshead 
side 

· Availability of ample car parking very important to make locations competitive 

· Have not experience district heat/power. Would need to be convinced it would add 
value. 

· De-risking/ preparation: 

- Clarity over any onerous planning obligations 

- Desktop SI reports sufficient at early stages provided happy to deal with risks 
associated with this 

- Provide background on highways strategy and network (see accessibility 
comments) 

- Topographical survey vital at early stage 

- Identify key constraints (engineering and services) 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Berkeley Homes West London/Regeneration 

Angus Mitchie 

Divisional Managing Director 

25th March 2014 

1. Current development  and funding strategy 

Residential led mixed use scheme, with a focus on London and close Home Counties. Would 
use shareholder funds – no borrowing. 

2. Appetite for major UK regional cities outside the SE 

In previous years – pre boom, Berkeley might have been all over the opportunity – they owned 
Crosby Homes (now owned by LendLease), but not now as Berkeley have consolidated 
themselves with a compact team concentrating on the London and Home Counties market, 
where they can spend time working up high quality schemes. 
They consider attractive locations such as Worcester, Gloucester, Oxford and Cambridge 
where the Berkeley product works.  
 

3. Interest in large mixed use development projects 

Yes, if London and Home Counties based.  
 

4. Approach/constraints to funding large mixed use schemes 

Use own resources, Berkeley can work as a hybrid between builder and developer. 

5. Which occupational markets do they think have potential in regional cities 

Residential led schemes. 
 

6. Approach to mixed use development – what role do they take (infrastructure 
developer/JV etc) 

Berkeley will undertake the entire scheme and develop out, as they are doing at the Southall 
Gas Works, Woodbury Downs Finsbury Park, Royal Arsenal Woolwich and Kidbrooke Village 
regeneration schemes. 
 
They will not do the infrastructure and sell off plots route. 
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7. What is the most effective way for local authorities to deliver sites to market 

They find the OJEU approach frustrating and off putting.  
 
Berkeley tends to build up relationships, where possible with local and statutory authorities to 
avoid the unproductive, costly and time consuming OJEU process. As they have cash and 
good product, they are apparently successful in avoiding the lengthy tender process. 
 

8. Specific view on Newcastle Gateshead 

Did not believe an area suitable for the Berkeley Homes product. 
 

9. Specific view on Gateshead Quays 

Looks an attractive opportunity for a developer with knowledge and experience of Gateshead 
Newcastle area. 
 

10. Timing of bringing sites to market? 
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As the market is picking up and developers are beginning to look for product. 
 
11. Sequencing/phasing of different sites? 
Would need to phase a scheme of that size and different uses, such as a hotel. 
 
12. Appetite for comprehensive approach across a number of sites? 
Did not have a view as such. 
 
13. Need for public sector to assist with infrastructure/de-risking? 
Would help to assist developers – Berkeley received £400k infrastructure grants when they 
commenced development of the Kidbrooke Village regeneration scheme in South East 
London. 
 
14. Potential interest from the interviewee? 
No, considered not one for Berkeley.  
 
The comment was made that Tony Pidgley, Chairman of the Berkeley Group is highly 
approached and notwithstanding the London and Home Counties approach, it was reported 
that Tony Pidgley had visited Bradford following a meeting at a conference. It was requested 
that Tony Pidgley was made aware of Gateshead Quays and the soft market testing interview, 
in case he was subsequently approached. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Carillion 

Neil McMillan 

Development Director 

20.2.14 

1. Current development  and funding strategy 

Group are keen to support the development business as a way of driving return on equity. 
Intend to pursue strategic relationships with both public and private sector partners. 

2. Appetite for major UK regional cities outside the SE 

Considering and actively involved in major projects across whole County including north and 
north east cities. Will continue to do public sector procurement on a selective basis, where 
they feel they have a strong relationship with the Council and the Council would be happy for 
them to win. 

3. Interest in large mixed use development projects 

Developments of larger scale are a priority for them, particularly where there is a portfolio of 
sites that can be utilised to cross fund other projects. Have both cash and equity to invest in 
the right scheme. 

4. Approach/constraints to funding large mixed use schemes 

In considering opportunities as JV’s or partnerships they require the counter party to be 
dynamic with a ‘can do’ attitude. With public sector, expect a stable politician/officer 
relationship and that everyone is realistic about market conditions. 

5. Which occupational markets do they think have potential in regional cities 

Looking carefully at the private rented residential sector and are in discussions with investors, 
but nothing yet delivered. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Masterplan developer. Willing to build speculative space on the back of some pre-let 
accommodation where the costs are covered. Typically this would require at least 50% of 
space to be pre-let. Don’t need to use in-house construction if can deliver better value 
elsewhere. 

7. What is the most effective way for local authorities to deliver sites to market 

Don’t see a need for extensive procurement process. Don’t buy on design, look at track record 
and commercial solution. Won’t bid if costs are going to be very high. Speed/cost/certainty are 
key to getting engagement. 
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8. Specific view on Newcastle Gateshead 

A reasonable time to pitch sites to the market provided there is realism about the commercial 
solution. 

9. Specific view on Gateshead Quays 

Single leisure uses on own not sufficient to attract and retain people; will need a cluster of 
operators in a high quality environment. May be possible to create a financial model on the 
back of profit from residential land sales/ development profit that allows leisure space to be 
developed at low cost and so support innovative/ new companies. Other issues: 
 

· Could Gateshead Council consider utilising a 35 year reversionary lease in order to 
manage risk, create a rental surplus and/or provide an ‘exit’ for development finance – 
already done this with Durham City Council at Freemans Reach. This is an ‘annuity 
funding’ model. 

· Such structures particularly helpful for office development aimed at the multi-let/ SME 
market as individual covenants unable to provide enough security for investors. 

· Could the College become part of the development? 
· Bidding costs should be contained in the commercial and legal framework. The 

design/ architectural solution should come later and allow a collaborative approach, 
perhaps jointly selecting the design team. 

· Best structure probably a development agreement that allows other land and buildings 
to be drawn down as required in the future. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Development Securities 

Simon Hester 

Development Director 

8th April 2014 

1. Current development  and funding strategy 

Look for major development sites – look for JV partners to build out. Dev Sec have a good 
balance and are able to bid and buy speculatively, however, there is a preference to work with 
a partner – preferably an institution or local developers to assist with local property market / 
politics etc. 

2. Appetite for major UK regional cities outside the SE 

Very active in Manchester and Birmingham (Eastside with a 1m sq ft site agreed) as well as 
Sheffield. 

3. Interest in large mixed use development projects 

Like large mixed use schemes but exercise caution of ‘slow burners’ 

4. Approach/constraints to funding large mixed use schemes 

Impossible to fund large schemes so important that PLC developers are able to fund 
themselves. 

5. Which occupational markets do they think have potential in regional cities 

Offices, leisure and residential. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Best arrangement would be for a land draw down and Dev Sec enters into DA to get planning 
and finalise infrastructure and design, whereupon draw down takes place. 

7. What is the most effective way for local authorities to deliver sites to market 

Not keen on the OJEU which gets in the way of imaginative design and active negotiation. 
Prefer a ‘light touch’ procurement approach, as this gets best results.  

8. Specific view on Newcastle Gateshead 

Far enough away from London to be an important regional city and capable of supporting a 
major scheme, whereas Birmingham is too close to London. 

9. Specific view on Gateshead Quays 

Looks residential and leisure with a hotel. 
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10. Timing of bringing sites to market? 

About the right time to offer the site to the market – important not too leave too late in the 
cycle. 
 
11. Sequencing/phasing of different sites? 
Would phase the sites and deliver in phases. Mix of uses important. 
 
12. Appetite for comprehensive approach across a number of sites? 
Look to deliver the smaller sites to the market to assist them working up the bigger site. 
 
13. Need for public sector to assist with infrastructure/de-risking? 
Possible helpful but only in limited instances – say with income strips on say the hotel or 
offices, however, too much de risking is trying to do the developer’s job. 
 
 
14. Potential interest from the interviewee? 
Dev Sec would look at the site if they had a local partner. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Grosvenor Estates 

Guy Butler 

Developer Director 

25th March 2014 

1. Current development  and funding strategy 

Currently there is a focus on the Estate – retail wise, they are not looking at town centres 
outside London. 
Residential  

2. Appetite for major UK regional cities outside the SE 

Yes, appetite south of Birmingham. Their sites are at Cambridge, Oxford, Birmingham and  
Bermondsey, 

3. Interest in large mixed use development projects 

Yes, subject to location and residential drivers. 

4. Approach/constraints to funding large mixed use schemes 

London developments are out os balance sheet. 
Outside London, Grosvenor fund off balance sheet but undertake ‘land promotion’ – buy the 
sites, obtain planning; carry out infrastructure works and then sell/JV. 

5. Which occupational markets do they think have potential in regional cities 

Residential and retail. Don’t like offices 

6. Approach to mixed use development – what role do they take (infrastructure 
developer/JV etc) 

Land Promotion approach, namely: (i) secure site (ii) master plan (iii) infrastructure and then 
(iv) sell off. 
 

7. What is the most effective way for local authorities to deliver sites to market 

Would not be interested if an OJEU approach adopted. Would want the Council to offer a JV 
route to Grosvenor – put the land in for nil; Grosvenor put their skills in on master plans and 
infrastructure and then a joint sale splitting the proceeds but with a guaranteed priority 20% 
return for Grosvenor to cover their costs.  
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8. Specific view on Newcastle Gateshead 

Grosvenor are active in all other regions – NW; Wales; SE ; Midlands; Scotland etc, but 
consider the NE the least attractive region. 
 

9. Specific view on Gateshead Quays 

Interesting site – but does not know the location. 
 

10. Timing of bringing sites to market? 

Would need to be a JV – 12 months for planning and 12 months to bring to the market. 
 
11. Sequencing/phasing of different sites? 
Package up the three sites and deliver the plots to the market.  
 
12. Appetite for comprehensive approach across a number of sites? 
Would not do it – too risky for a speculative development. 
 
13. Need for public sector to assist with infrastructure/de-risking? 
Very valuable – way to get quality developers into schemes and undertake regeneration, by 
guaranteeing a priority return.   
 
Also suggested the PRS Housing Guarantees Scheme, where support is provided for the 
building of new homes for the private rented sector. The PRS HGS will enable housing 
providers to raise debt with a government guarantee, where they commit to purchasing 
additional new homes for private rent. This will help to reduce borrowing costs and increase 
the number of new homes provided. 
 
14. Potential interest from the interviewee? 
Marginal interest for Grosvenor and only with a JV arrangement. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Harrison 

David Clancy 

Development Director 

19/3/14 

1. Current development  and funding strategy 

Currently have £30m balance sheet and £15m cash with no gearing. They are developer 
traders and so will sell on practical completion. No desire to own as investment. Aim is to use 
third party finance wherever possible, although Harrison will put their money into the up-front 
high risk pre development work (land assembly, planning etc.). Always seeking an exit via 
forward funding or commitment. 

2. Appetite for major UK regional cities outside the SE 

Looking across major cities and currently pursuing opportunities in Leeds and Edinburgh.Bid 
for the CoOp site and Burgess House in Newcastle, also considering sites in Durham. Looking 
for a long term project to get involved with. 

3. Interest in large mixed use development projects 

Interested in JV’s with land owners and recently completed a project in York with Buccleuch 
estates. They bring their cash and construction expertise. They would never buy 10 acres of 
land on a speculative basis, and would expect to work in partnership with the council and/or 
landowner 

4. Approach/constraints to funding large mixed use schemes 

See above 

5. Which occupational markets do they think have potential in regional cities 

Any scheme of scale in regions will need an end user to kick start the project. Considering 
student residences, private rented sector (still no model established), serviced apartments, 
hotels.  

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Would take the master plan role and use construction knowledge to drive value. Commercial 
elements would need to be substantially prelet to enable third party funding. Harrison have a 
residential development arm and could do this part themselves and/or sub sell parts to a 
house building developer. Tend to make most money where they control the build as able to 
drive value through their construction background. 

Happy to go open book on costs and revenues, and pay overage where generated 
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7. What is the most effective way for local authorities to deliver sites to market 

Unwilling to consider participating in a full OJEU procurement. Their experience is that public 
sector do not understand the process and that the documents produced are flawed. The 
process inevitably ends up with acceptance of the highest bid regardless of the qualitative 
elements. Will engage directly with principles and compete with a selected shortlist. 

8. Specific view on Newcastle Gateshead 

See above – willing to consider sites in the city. 

9. Specific view on Gateshead Quays 

Believe that they could deliver a hotel of quality if the council would fund the management 
agreement required by the operators. 

Need to do their own demand due diligence 

Believe that Council will need to facilitate activity by creating an overriding interest that 
guarantees an exit or funding. 

Prefer freehold, and depends on what 250 year lease says, have done a deal on 150 years 
but user clauses in particular can be a stumbling block. LLH may have modest impact on 
yield, but more importantly will limit the investor market. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Henry Boot Developments 

David Anderson 

Development Director 

24th February 2014. 

1. Current development  and funding strategy 

Would fund from internal financial resources. 
Henry Boot would buy the site then sort out the issues – planning and infrastructure, then 
‘retail’ out the plots. 

2. Appetite for major UK regional cities outside the SE 

More of an appetite outside the SE then inside! 
 
 

3. Interest in large mixed use development projects 

Yes, very keen – evidenced by their purchase of the Terry’s of York chocolate factory 

4. Approach/constraints to funding large mixed use schemes 

Henry Boots does not develop residential – hence sub selling part of Terry’s to Barrett Homes. 
 

5. Which occupational markets do they think have potential in regional cities 

Have very much a positive view of the regions and the NE in particular where they see across 
the board improvement. 
 

6. Approach to mixed use development – what role do they take (infrastructure 
developer/JV etc) 

 
They would take a constructive role towards sorting out a master plan; detailed planning; 
infrastructure and then subselling the plots as and when. 
 

7. What is the most effective way for local authorities to deliver sites to market 

 
They accept that Gateshead has to agree to some sort of OJEU process, but they have found 
the process (i)very time consuming – two years in some cases and (ii) costly with huge legal 
and design costs. 
Henry Boot’s experience is that interested occupiers won’t necessarily take the OJEU process 
seriously if their requirements and commencement of development are delayed by a red tape 
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process. 
They would prefer a tender process with very detailed heads of terms, say running to 35 
pages clearly spelling out the purchaser obligations and conditions etc. 
 

8. Specific view on Newcastle Gateshead 

 
Relaxed about the location – they like Gateshead having had a good experience in South 
Shields.  
 

9. Specific view on Gateshead Quays 

 
Like the site – the Tyne and Millennium Bridges, the Sage and the Baltic are keys assets. 
 

10. Potential interest from the interviewee? 

 
Henry Boot will be interested in the site, however, there should not be too many 
preconceptions – because of the large site, the uses will change and evolve over the time of 
the contact; planning and infrastructure works. 
 
Gateshead needs to be clear cut and specific as to what they want from the developer. Henry 
Boot would encourage the Council to market the site and set out the contract framework – 
they would then work closely with Gateshead and jointly appoint the consultant team and 
contractors if successful.   
 
In terms of de risking, Henry Boot see leisure and hotels development would benefit from a 35 
year income strip lease thus creating underlying value. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Highbridge 

Adrian Hill 

Director 

14.02.14 

1. Current development  and funding strategy 

Focussed on major office and industrial development. Access to significant private equity and 
institutional investors. Preferred model to work with end users and utilise tax efficient structure 
based on pre-letting to deliver best value solution. 

2. Appetite for major UK regional cities outside the SE 

Considering opportunities across the country including the north east. Just secured JV with 
North Tyneside Council on a major industrial site just north of Newcastle. 

3. Interest in large mixed use development projects 

No real experience of retail/leisure projects but significant expertise delivering office based 
schemes. Cobalt included hotel and ancillary retail, data centres and children's nursery. 

4. Approach/constraints to funding large mixed use schemes 

Interested in working in partnership with land owners as the tax efficient structure which is 
their preferred model requires that they never own the land. Act as facilitator when there is a 
pre-let to deliver best deal to tenant. 

5. Which occupational markets do they think have potential in regional cities 

Industrial and offices. Residential. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Take role of development manager, do not want to take a direct interest in the land. Facilitate 
all pre-development, letting, funding. Option agreements with ability to draw down land when 
pre-lettings are secured. 

7. What is the most effective way for local authorities to deliver sites to market 

Highbridge would not enter into an OJEU procurement process, and do not think required. 
Willing to compete where there is a shortlist of potential partners. 

8. Specific view on Newcastle Gateshead 

Very active in region. 
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9. Specific view on Gateshead Quays 

There must be strong prospects of a pre-letting for them to commit time and resource. At 
present not certain that there is a sufficiently robust market. 

Other issues: 

· Highbridge believe they have a unique model for development that is financially 
compelling for pre-letting opportunities. The benefits of this can be shared with the 
occupier and/or the land owner. 

· Would be willing to discuss how this can benefit Council if required. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Kier 

Mark Robinson 

Development Director 

17.02.14 

1. Current development  and funding strategy 

Very cash rich to buy land and speculative opportunities where they believe in a site. 

2. Appetite for major UK regional cities outside the SE 

Considering opportunities across the UK. 

3. Interest in large mixed use development projects 

Keen to look at large mixed use development but they are a trader developer so need to have 
good prospect of an exit from each element of a scheme. If a scheme is more than 50% 
residential would be nervous about how to manage their exit.  

4. Approach/constraints to funding large mixed use schemes 

Have cash to spend on speculative projects, but getting an allocation is much more difficult if 
cannot articulate to the Board a good demand story. Need 75% pre-letting to get both funding 
and critical mass. 

5. Which occupational markets do they think have potential in regional cities 

Hotels – eg. Premier because can fund a pre-letting. Cannot see a 4* being viable and difficult 
to fund a management contract. Residential/private rented sector – probably low rise urban 
living. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Masterplan developer and would only speculate where pre-let is in place. 

7. What is the most effective way for local authorities to deliver sites to market 

If can find a way of avoiding a full OJEU procurement then great. If a ‘full pitch’ was required 
would be nervous above committing resource as suspect due diligence would reveal 
commercial solution not yet clear. Ideally a selective marketing campaign so they know there 
is a real chance of success. 

8. Specific view on Newcastle Gateshead 

Actively pursuing opportunities in the region and city. 
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9. Specific view on Gateshead Quays 

· Has to be residential led project 

· Concerned about the viability of commercial offices 

· The river remains a physiological barrier 

· Too much capacity at Baltic Business Park 

· Needs a footfall driver that is not food store or cinema because of town centre 
development 

· Possibly a factory outlet/retail destination concept if there is a gap in the market 
(Bicester Village/ higher end?) 

· Branding the site will be important 

· Main site would have to have a multi-use leisure destination with fantastic public open 
space 

· Interface between uses (residential/bars/restaurants) needs to be managed carefully. 

Other issues: 

· On OJEU, they will make a judgement on how much resource is need to jump through 
the various hoops, ie. how much to get a 1 of 4 shortly, how much to get to preferred 
bidder position – very important to keep detailed bid costs down to circa £50k 
otherwise will commit to other better sites. 

· Minimising bid requirements will require trust on both sides 

· Do not ‘fix’ a scheme too early 

· Select on track record and availability of ‘hurt money’, team not on full design or legal 
structure 

· Don’t package sites together – will get different bidders for smaller sites 

· Hillgate Quay best site and would sell that first. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Lendlease 

Kevin Chapman 

Development Director 

7th April 2014. 

1. Current development  and funding strategy 

Active with a range of commercial – offices and retail schemes. Have Crosby Homes who 
build 200 homes plus in the next 3 to 5 years. Well financed. 
 
 

2. Appetite for major UK regional cities outside the SE 

 
Only doing residential development outside SE – Crosby Homes, who are churning through 
their sites – Manchester, Birmingham, Bath and York. 
 

3. Interest in large mixed use development projects 

Yes, will look at mixed use developments. 
 

4. Approach/constraints to funding large mixed use schemes 

Lendlease have no constraints – have a good balance sheet  
 

5. Which occupational markets do they think have potential in regional cities 

 
Just offices. 
 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

 
Would undertake all of it and take a lead role and carry out infrastructure and act as 
development manager. 
 

7. What is the most effective way for local authorities to deliver sites to market 

 
OJEU least attractive procurement approach. No to any form of participation. Would want a 
light touch approach. 
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8. Specific view on Newcastle Gateshead 

Very challenging location and not particularly known to Lendlease. Potential for commercial 
offices but market values will be very low. 
 
 
 

9. Specific view on Gateshead Quays 

Generally good – Sage and Millennium Bridge add edge, plus the views over the River Tyne. 
 
 
 

10. Timing of bringing sites to market? 

 
Best time is at the upturn of the market so suggest bringing to the market soon. 
 
 
11. Sequencing/phasing of different sites? 
 
Did not have any views about this as not knowing the Gateshead market sufficiently.  
 
12. Appetite for comprehensive approach across a number of sites? 
More attractive as three sites. 
 
 
 
13. Need for public sector to assist with infrastructure/de-risking? 
 
Could assist the marketing and make what is probably marginal viability more attractive. 
 
 
14. Potential interest from the interviewee? 
 
No, the location in the NE would not get past first base. Obvious need to get to know the 
Gateshead / Newcastle market. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Manse 

Colin McPherson 

Development Director 

04.03.14 

1. Current development  and funding strategy 

Looking for large opportunities to work in partnership with land owners or where can take 
planning risk. 

2. Appetite for major UK regional cities outside the SE 

Focussed on north of England and Scotland. 

3. Interest in large mixed use development projects 

Willing to enter into long term partnership arrangements where early due diligence provides 
comfort on occupational demand and all parties take a market facing approach. They will then 
commit to the required pre-development funding. 

4. Approach/constraints to funding large mixed use schemes 

If they come in and invest must be happy with an exit strategy. 

5. Which occupational markets do they think have potential in regional cities 

Residential strongest market, use this to trigger other uses. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Masterplan approach, commit pre-development funding with a draw down mechanism for land 
as required. 

7. What is the most effective way for local authorities to deliver sites to market 

Will shy away from full OJEU procurement, but willing to participate in a short list. Process 
should not last longer than 3 months. Select based on approach and track record – avoid 
expensive design requirements. Help to demonstrate the occupational demand is there. 

8. Specific view on Newcastle Gateshead 
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9. Specific view on Gateshead Quays 

· Know the site well, discussed with Council due to history of individuals and 
involvement in Blaydon 

· Must keep any scheme market focussed 

· Potential for another hotel 

· Limited scope for quayside leisure 

· Private rented sector possible if a sustainable model emerges 

· Willing to consider smaller sites now but occupier demand will drive any deal 

· Cautious about apartments 

· Could the site be linked to Baltic Business Park? 

· Is there another cultural/leisure destination? 

Other issues: 

De-risking: 

· Council to provide clear position on S106 requirements 

· Provide existing survey/ SI work but no need to do more until end user identified 

· Background on contamination, services data, title, quay wall 

· Transport aspirations – how will accessibility be improved/resolved to site/between 
site and town centre 

Clarity over support Council is willing to offer: 

· What does ADZ bring 

· Any funding availability 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Muse 

David Wells 

Development Director 

26.02.14 

1. Current development  and funding strategy 

Keen to pursue large mixed use development sites. Also pre-let opportunities. Recently 
agreed ‘annuity’ deals based on 25 year leases to a Council to enable development to come 
forward. These create profit rents for recycling/managing risk. Also allow Muse to lower their 
return requirements. 

2. Appetite for major UK regional cities outside the SE 

Projects all over UK including north east. 

3. Interest in large mixed use development projects 

Background of company is in mixed use regeneration projects, nearly all in partnership via a 
JV/ development agreement. Keen to pursue more. Not interested in speculative retail 
development. 

4. Approach/constraints to funding large mixed use schemes 

Not land holders, don’t land bank. Work with partners to agree objectives and deliver. If no 
annuity model then need a clear exit strategy through a pre-let or forward funding, e.g. if can 
secure a ground floor supermarket, can take a view on upper floors on a speculative basis. 

5. Which occupational markets do they think have potential in regional cities 

Pursuing commercial and residential direct development. Still no appetite for speculative 
development. Private rented may work but no sure what the model will be, expect first trials 
will be in either Birmingham or Manchester students/education setor. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Act as masterplan developer in JV/DA. Fund early design work, planning process and draw 
down land when required, price based on a residual valuation at the time. If they ‘believe’ in 
the project they will put in the pre-development cash requirement. 

7. What is the most effective way for local authorities to deliver sites to market 

Accept will not be able to get away from OJEU procurement but Councils must actively 
manage the process, be clear what they want from the outset, have a plan/programme and 
stick to it. Regular open bidder sessions, separate legal/design meetings (see below for 
more). 
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8. Specific view on Newcastle Gateshead 

 

9. Specific view on Gateshead Quays 

Interested. Is there a large commercial leisure attraction? Prefers an over-arching agreement 
on all sites – co-ordinate action and marketing, minimise confusion and competition for end 
users.  The three sites would be complimentary. Single sites too small in isolation for Muse. 

Other issues: 

· Prepare bidder pack to include survey data, services and planning requirements 

· Have clear commentary on process requirements 

· Council must accept developers will need a market driven solution, process must be 
flexible enough to deliver over time 

· Procurement process must quickly get to shortlist of 3 or 4 and then to final round of 
2. 

· Council must accept good commercial market advice – ensure realism over 
numbers/values as well as delivery risk and appraisal assumptions 

· Bidders will take comfort from a Council that appoints a strong team of advisors – 
demonstrates taking it seriously 

· Muse geared up to deal with PQQs but it is what happens after that which costs 
money. Initial stages select on track record, resources, methodology. Limited design 
at this stage. Once down to last 2 or 3 would be willing to commit resources – both 
time and money. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Palmer Capital / Manse 

Rupert Sheldon 

Director for Active Value Funds. 

26th February 2014. 

1. Current development  and funding strategy 

Opportunist in nature and take a high risk to secure good sites. Have over 700 acres under 
contract and where they hope to secure planning. 
 

2. Appetite for major UK regional cities outside the SE 

 
Strong with a shareholding in a range of regional developers – Manse and Opus North in 
Scotland and the north. 
 

3. Interest in large mixed use development projects 

Strong with a range of developments underway across the County with their local developers. 

4. Approach/constraints to funding large mixed use schemes 

Probably bring in a partner to work with their local developer (Manse or Opus North) – who are 
specialists, also because of the sheer size of the site and mix of uses. 
 
 

5. Which occupational markets do they think have potential in regional cities 

Offices – but office development in the NE would remain a leap of faith and Gateshead 
sounds a ‘racy’ location for a spec office development. 
Also, residential, leisure and hotel sectors. 

6. Approach to mixed use development – what role do they take (infrastructure 
developer/JV etc) 

 
They would master plan it; put in the essential services and infrastructure works, carrying out 
whatever enabling works and pre condition are required and then build out/sub sell in phases.  
Palmer Capital and Manse / Opus North would team up with a residential developer and sub 
sell. 
They would look to a hotel development if proved viable and sufficient ‘front end value’ created 
to make it worthwhile. 
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7. What is the most effective way for local authorities to deliver sites to market 

 
Not the OJEU approach – straight purchase and with agreed JV land drawdown with shared 
risks and rewards with Gateshead.  

8. Specific view on Newcastle Gateshead 

Reported that their local regional developers generally liked the NE location. However, 
Gateshead might prove challenging compared to Newcastle for development of say offices. 
Felt that an office development was still too early in the cycle. 
 

9. Specific view on Gateshead Quays 

 
Palmer Capital and Manse would do a phased land drawdown with LA leading with residential 
and back to backing with a developer to fund essential infrastructure.  Future phases could 
then proceed on a pre-let basis. 
 

10. Timing of bringing sites to market? 

Initial response was a big development site in Gateshead was too early in the development 
cycle, however, agreed in discussion that the optimum time to bring the sites to the market 
was as the development cycle was picking up. 
 
Palmer Capital also had the view that London was too expensive and they as a result were 
looking to their developer partners in the regions to generate value.  
11. Sequencing/phasing of different sites? 
 
Did not have a particular view. 
 
12. Appetite for comprehensive approach across a number of sites? 
 
Did not have a particular view. 
 
 
13. Need for public sector to assist with infrastructure/de-risking? 
Yes would help in making the site more attractive. 
 
 
14. Potential interest from the interviewee? 
 
Deferred to Colin MacPherson, Development Director of Manse for a response to this – see 
Manse interview. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Ramboll 

Steven Appleton 

Markets Director 

27.02.14 

1. Current development  and funding strategy 

They are an engineering consultancy business that assembles funding packages via investor 
groups for infrastructure driven projects. 

2. Appetite for major UK regional cities outside the SE 

They are currently pulling together a deal to fund the construction and operation of a package 
of hotels across the UK. 

3. Interest in large mixed use development projects 

Their preferred model is large, area wide infrastructure and development schemes. They use 
the economic case for a wider area infrastructure project (such as district energy solutions) to 
enable the development. 

4. Approach/constraints to funding large mixed use schemes 

Their clients/partners are international consortiums of investors. So, scale is important to 
them. Minimum capital value threshold is £50m. Able to contemplate £500-£600m schemes. 

5. Which occupational markets do they think have potential in regional cities 

Looking at hotels and residential at present. Commercial would require pre-let agreements or 
over-riding agreement with Councils. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Co-ordination and enabling. Business justification to investor consortium, masterplanning and 
engineering services. Subcontract/partner with developers on specific elements. 

7. What is the most effective way for local authorities to deliver sites to market 

Need the vision to look beyond individual small scale sites – renewal of municipal 
infrastructure. 

8. Specific view on Newcastle Gateshead 

Have opened an office in the region and are looking at engineering service projects. 
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9. Specific view on Gateshead Quays 

Aware of the site. Would like more information on the district wide heating proposal to 
examine whether this could be a platform for a bigger project. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Robertsons 

Philip Eaves 

Development Director 

06.03.14 

1. Current development  and funding strategy 

Principally a construction company with a development arm, but also have timber 
construction, residential, capital projects and FM business. Growth via large PFI projects in 
Scotland. £180-£200m annual turnover. The development business feeds the construction 
side which allows them to look at blended return across the group. 

2. Appetite for major UK regional cities outside the SE 

Have sold a £74m portfolio to allow refinancing and provide cash to invest. Have a new debt 
facility from Santander. Pursuing schemes in Scotland (Aberdeen) and the north east (Whitley 
Bay and Gateshead). 

3. Interest in large mixed use development projects 

‘Defined exit’ scenarios are their preferred models, so live projects include hotels and student 
housing. 

4. Approach/constraints to funding large mixed use schemes 

Used to working with the public sector on regeneration projects and keen to continue doing 
so. 

5. Which occupational markets do they think have potential in regional cities 

Residential and they have the capability/capacity to do so with or without partners. This likely 
to focus on family housing and private rented sector. Not extensive apartment/tower 
development. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Adopt masterplan developer role, deliver infrastructure and other elements where they have 
capability but would sub-sell plots where they are not best placed or able to deliver. They have 
cash available to speculatively build where they feel the market is right. 

7. What is the most effective way for local authorities to deliver sites to market 

Procurement must be geared to the objectives: max receipt or a partnership approach. Would 
only commit significant resource once in a short list of (say) three parties. Very used to OJEU 
procurement but don’t like it. 

8. Specific view on Newcastle Gateshead 

Concern that will not be able to compete for office requirement with Newcastle sites. 
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9. Specific view on Gateshead Quays 

Interest due to adjoining interest. Cannot have Baltic Business Park and Quays competing 
from same markets. Really like it – exactly what they are looking for. 

Other issues: 

· Preference is for a JV structure with the Council contributing the land, Robertson 
masterplan and secure planning consent, sites brought forward when the market 
allows. 

· Clarify what ADZ can bring to the table 

· Parking ratio will be key to attracting any occupier market 

· Spanish City/ Aberdeen projects only started to move when Council offered an over-
riding lease 

· Clarify Council will retain liability for Quay wall 

· Potential uses: 

- Multi-storey car park 

- Hotel (v. difficult to fund quality hotel) 

- Offices: providing cross subsidy as uneconomic at market rents 

- Leisure/Retail: needs an anchor or a cluster that acts as an anchor. 

· Clarify what Council willing to contribute 

· Data essential at bid stage: 

- Title info and site constraints 

- Utilities 

· Infrastructure: Do not put infrastructure into site until clear about the final scheme, but 
be transparent over what able to contribute. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Silverlink 

Michelle Percy 

Director 

27.02.14 

1. Current development  and funding strategy 

At present, Stephenson Quarter is taking all of their resources, however, will be looking for the 
next opportunity post 2016. This will need to be something that does not compete with 
Stephenson. 

2. Appetite for major UK regional cities outside the SE 

Only considering opportunities in the north east. Keen to do business in their ‘home town’ as 
believe local commitment and relationships will produce best outcome. 

3. Interest in large mixed use development projects 

This is their core business. 

4. Approach/constraints to funding large mixed use schemes 

Key is that must be demand driven in order to unlock financing. Have some risk capital to 
secure position and make initial acquisition/ invest in pre-development cost. 

5. Which occupational markets do they think have potential in regional cities 

Residential. Retail and leisure led scheme if a major footfall driver is included. Commercial 
offices where competition not dominant. 

6. Approach to mixed use development – what role do they take (infrastructure developer/JV 
etc) 

Masterplan developer. Would bring in partners for any residential element unless private 
rented sector evolves, and there does appear to be funding interest in this sector. 

7. What is the most effective way for local authorities to deliver sites to market 

Avoid OJEU procurement at all costs as it is too time and resource intensive. Be transparent – 
both sides must be open about what they can bring to the table. 

8. Specific view on Newcastle Gateshead 

See above. 
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9. Specific view on Gateshead Quays 

Concern that competition for commercial offices on Newcastle side will always win, unless 
there are indigenous businesses who want to stay, or there are serious financial incentives to 
attract them. Need to find the commercial driver (eg. commercial leisure). 

Other matters: 

· Infrastructure: There is a risk any early infrastructure investment is wasted. Any spend 
needs to be required regardless of the use/layout ultimately pursued. Better to be 
clear about what contribution to the site can be made – this also helps to sell the 
entire concept to funders as they can evaluate the quantum of investment being made 
by others and reduces their impression of the proportion of investment they are 
making. A balance between improving the look of the site, generating short term 
revenue and activity and over-investing too soon. 

Lessons from Stephenson Quarter: 

· Silverlink originally funded by HSBC who withdrew support. Land sold to NCC, 
Silverlink immediately acquired Phase I land back with ‘draw down’ agreement on 
balance at fixed values plus overage provision. Land values based on current, not 
historic levels. 

· There are two buildings in Phase I, an office building with MSCP in an ‘annuity style’ 
deal. This has unlocked sufficient value to allow lettings at current market levels 
without significant risk to NCC. Funded at 4.22%. Hotel has been debt funded with 
RBS providing senior debt, NCC infrastructure and contractor funded construction. 
Underpinned by hotel trading expectations (TRI hotel report). NCC provide funding on 
completion if not sold prior. 

These deals required: 

- A close working relationship – the Council have established a project team 

- An acknowledgement that developers and contractors need an exit on 
completion, but can squeeze their return for this certainty. 

- An articulation of the benefits beyond property deal, ie. the wider outputs 

o Training and employment opportunities 

o Construction jobs 

o GVA figures 

- Need to clear State Aid and procurement issues to go this route 

- Partnership approach must have a robust financial route to get anything delivered 
coupled with a phasing plan. 

- For projects aimed at smaller business there is currently no funding route 
because multiple lets to small covenants do not generate yields to sustain – NCC 
over-riding lease required. 
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- Silverlink have found it easier to approach in small ‘bite size’ pieces as it is easier 
for the public sector to manage both the risks and the politics. 

- Have adopted a deliberate policy of short term management initiatives to raise the 
profile of the location, demonstrate activity, and contribute to the cultural offer. 

- Focus on the ‘art of the possible’. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Simons Estates 

Luke Pickering 

Development Consultant 

19th February 2014 

1. Current development  and funding strategy 

Pre let, prefund, planning and development is the Simons sequential approach. 
 

2. Appetite for major UK regional cities outside the SE 

Strong appetite for mixed use schemes outside the SE – Simons are based in Lincoln so have 
a ‘regional’ view. 
 
 
 

3. Interest in large mixed use development projects 

Simons are more experienced in retail and leisure so would direct develop these  sectors, 
whereas they would JV the residential. 
 
 

4. Approach/constraints to funding large mixed use schemes 

Difficult as they would need to be pre let so forward funding can be achieved and Simons can 
exit. 
 
 

5. Which occupational markets do they think have potential in regional cities 

 
Offices – certain locations have a market shortage of accommodation and some interesting 
potential prelets. Newcastle was a location referred to. 

6. Approach to mixed use development – what role do they take (infrastructure 
developer/JV etc) 

Simons would bring in a JV partner for the residential – preferred partners, Linden Homes and 
Bellway. Would look for the one contractor to produce the single across the site warranty. 
Concern about the cost in time and money of a transfer slab between commercial and 
residential in a typical mixed use development, so would look to create separate plots to 
minimise risks and complications. 
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7. What is the most effective way for local authorities to deliver sites to market 

Simons are very reluctant to be involved with the OJEO competitive approach which they 
consider too costly and time consuming. They have had their fingers burnt too many times. 
 

8. Specific view on Newcastle Gateshead 

 
Good – they consider the take up of offices where there is town centre office demand a good 
sign of an upsurge. 
 

9. Specific view on Gateshead Quays 

 
Potentially interested but probably on the large side for Simons who would need to prelet / pre 
sale / pre fund the retail and leisure plus bring in the JV partner. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

Sir Robert McAlpine 

Andrew McAlpine 

Family Member and Managing Director of Northern Division 

27th March 2014 

1. Current development  and funding strategy 

Inhouse family money that can help, in certain locations to unlock sites by funding 
infrastructure works.  

2. Appetite for major UK regional cities outside the SE 

Good – active with construction projects in Manchester; Aberdeen; Glasgow; Edinburgh; 
Bristol and Newcastle. 

3. Interest in large mixed use development projects 

Generally good, but interested via a JV arrangement with a developer. McAlpines are not 
going to compete head to head on sites against their developer ‘customers’. 
 

4. Approach/constraints to funding large mixed use schemes 

Own family money is limited, but may help bring bigger or challenging sites to the 
development. 

5. Which occupational markets do they think have potential in regional cities 

Residential; retail and leisure; hotels and conferencing. 

6. Approach to mixed use development – what role do they take (infrastructure 
developer/JV etc) 

McAlpines do not see themselves as strict developers – they would consider themselves as 
infrastructure developers who would then sell off serviced plots. 
 
 

7. What is the most effective way for local authorities to deliver sites to market 

 
Appreciate the OJEU approach, however, do not like to long drawn out approach and then the 
work involved with a 2/3 party shortlist. 
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8. Specific view on Newcastle Gateshead 

Knows the area very well, as worked there 30 years plus and with a £100m turnover, the 
biggest regional player. 
 
 

9. Specific view on Gateshead Quays 

Is very familiar with the site and confident about its merits and potential. 
 
 

10. Timing of bringing sites to market? 

Market is improving so timing is may be right. 
 
 
11. Sequencing/phasing of different sites? 
Would look at the three sites, working on the two smaller ones simultaneously with the larger 
site. 
 
12. Appetite for comprehensive approach across a number of sites? 
Potentially with a JV arrangement. 
 
13. Need for public sector to assist with infrastructure/de-risking? 
Could be helpful in the infrastructure and initial development risks. 
 
14. Potential interest from the interviewee? 
Would be interested with a JV partner. 
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Gateshead Quays - Gateshead 
 

Soft Market Testing – Developer Interview Notes 
 
 

Developer: 

Name: 

Position: 

Date: 

St Modwen Developments Ltd 

Nick Kay 

Development Director 

4th March 2014. 

1. Current development  and funding strategy 

Non sector and regeneration specialist. Only go for sites where St M can add value. 
Funding, St M have a diversity of resources – a mix of bank; rights issue and a convertible 
£100m bond 
 

2. Appetite for major UK regional cities outside the SE 

Hungry for sites outside the South East.  
 

3. Interest in large mixed use development projects 

Yes strong interest, however, the scale and size of the site is often an issue with deliverability 
– start and finish in the same market cycle. Sites that are easily developable or ‘oven ready’ 
will appeal.  
 

4. Approach/constraints to funding large mixed use schemes 

Plenty of financial headroom as mentioned above, so no issue. 
 

5. Which occupational markets do they think have potential in regional cities 

St Modwen are very comfortable with residential, B2 and B8 sectors, which they know 
throughout the country, however, B1 provincial offices is a very tough market – they don’t 
really see an office market in some of the regions.   
 

6. Approach to mixed use development – what role do they take (infrastructure 
developer/JV etc) 

St Modwen would want to acquire the three sites – infrastructure and service them; obtain 
planning and then sell the sites in ‘bite size chunks’. They would enter into JVs with house 
builders, although they do have a house building division, St Modwen Homes, building 
between 350 and 800 units a year. 
B1 much more expensive to build – a high Breeam building particularly so – St Modwens have 
office developments at Farnborough and Wembley and they would think carefully what B1 
they would do in Gateshead. 
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7. What is the most effective way for local authorities to deliver sites to market 

 
Would want the ‘light touch’ OJEU approach – they don’t want to get involved with a full OJEU 
or a ‘complete dialogue’, whereby all plans are to detail PP level and legals are to exchange 
immediately appointed. Recognise Councils must go for best value and a tender approach. 
 

8. Specific view on Newcastle Gateshead 

 
Perception is that Newcastle Gateshead is a vibrant Regional City. 

9. Specific view on Gateshead Quays 

Apart from questioning why such prime sites had lain dormant so long, which could have a 
negative perception.  
 
Deferred to Steve Prosser the local development director in Leeds, who confirmed 
subsequently that the site was of interest.   

10. Timing of bringing sites to market? 

 
Probably about now as the market is picking up in order to complete the development in the 
one cycle. 
 
11. Sequencing/phasing of different sites? 
They would need to look into the three sites in greater detail, but could see the smaller river 
fronting sites very saleable and would help pump rime the larger site. 
 
12. Appetite for comprehensive approach across a number of sites? 
St Modwens would look to develop the three sites. 
 
13. Need for public sector to assist with infrastructure/de-risking? 
They see this as potentially counter productive, as if it makes it easier for developers to get 
involved, why should St Modwens, who have the confidence and expertise to work the site, 
get involved? 
 
14. Potential interest from the interviewee? 
 
Both Nick Kay and Steve Prosser confirmed that St Modwen would be interested and that they 
were apparently second in the original bidding process. 
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