
Classification: Public 
Key Decision: No 

Gravesham Borough Council 

Report to: Cabinet 

Date: 30 May 2022 

Reporting officer: Daniel Killian Director (Housing) 

Subject: Investment Partnership (IP) 

Purpose and summary of the report:  
To outline a proposal to Cabinet to establish an Investment Partnership with a housebuilder 
to help accelerate the development of affordable housing within the Borough on sites owned 
by the Council. The investment partnership model has been introduced successfully by a 
number of other local authorities as it provides the specialist resources required to work up 
appropriate proposals for planning applications giving an efficient and effective route to 
delivery of high-quality new homes.    
 

Recommendations: 
Members are requested to: 
 

1. Grant delegated authority to the Director (Housing) in consultation with the Leader of 
the Council, Director (Corporate Services) (in the role of S151 officer), and the 
Council's Monitoring Officer to agree on the most appropriate and efficient route in 
selecting a partner to form an Investment Partnership.     

2. Grant delegated authority to the Director (Housing) in consultation with the Leader of 
the Council, Director (Corporate Services) (in the role of S151 officer), and the 
Councils Monitoring Officer to take all the necessary practical, financial, and legal 
actions required to establish an Investment Partnership (IP) to help accelerate 
housing delivery in the borough through council-owned sites once a partner has been 
selected. 

3. Endorse the Council’s Purpose and Objectives of an Investment Partnership and the 
Council’s Investment Partnership Requirements, as set out in Appendix Two and 
Three to this report, which will be used to help identify and select a suitable partner.  

 
Key Implications: 
Item Implications 
Legal Legal advice on establishing an Investment Partnership with a 

housebuilder has been sought and it has been confirmed that the 
establishment of an Investment Partnership does not constitute a 
procurement. However, as part of the due diligence work that will 
be undertaken this matter will be specifically addressed in 
conjunction with the Council’s Monitoring Officer and other senior 
officers to ensure a transparent process is undertaken, whilst also 
ensuring the best value.  
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Finance and Value for 
Money 

The initial cost estimate for establishing an Investment Partnership 
is £4,000.  The cost can be met from existing budgets (C945).  
 
Whilst the creation of an Investment Partnership is not considered 
to be procurement, the Council does need to ensure that any 
partnership entered into is considered to be the best value, and 
this will be addressed and considered in deciding the most 
appropriate route to forming a partnership and any subsequent 
evaluation process.   

Corporate Plan The Corporate Plan (2019-2023) commits to:  
Quality Living – deliver an ambitious and diverse programme of 
building to increase the supply of high-quality market and 
affordable housing 
Quality living – provide a proactive, supportive, and financially 
efficient housing service.  

Climate Change  The Council's Climate Change Strategy and Delivery Plan include 
the specific intention of the council to ensure that all projects to 
deliver new council-owned housing target the achievement of net-
zero standards and include provision for electric vehicle charging.  
This principle will be adopted by any Investment Partnership 
established by the council.  

 
 

1. Background 

1.1 The Corporate Plan (2019-2023) identifies the need for an ‘ambitious and 
diverse programme of building’ to ensure that local housing needs can be 
met.  

1.2 The reason for this being identified within the Corporate Plan was to help 
address the housing needs within the Borough, and more specifically, to 
increase affordable housing. Nationally, there is a shortage of affordable 
housing, and therefore, this is not unique to Gravesham and is something 
that most local authorities are having to manage. Currently, there are just 
over 1,100 applicants on the housing register, eligible for and in need of 
social housing.  

1.3 The in-house Housing Development Team has been actively developing 
new council-owned affordable housing and since 2019, 88 affordable 
homes have been delivered to date. There are currently a further 303 
units on-site being developed, which includes The Charter.  

1.4 To assess progress to date and to help achieve these objectives, the 
housing team has produced a draft Development Strategy 2022-2027. 
The draft strategy sets out the current position concerning the new 
affordable housing development in the borough. Whilst significant 
progress has been made over the past three years, direct delivery has 
been more challenging due to a lack of expert resources and supply 
chain issues.  

1.5 To help mitigate these challenges, the draft strategy suggests the need 
for the Council to work in partnership with a housebuilder or housing 
association to help support the delivery of these ambitious targets in a 
particularly challenging market of increasing costs and limitations in the 
construction supply chain and significant changes in regulations, and in 
particular Building Safety. 
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1.6 With this in mind, to develop and deliver significantly greater affordable 
housing numbers a different approach is required. There are several 
important factors to consider; 

1.6.1 On larger sites, it is important to ensure a diverse tenure mix to 
support sustainable and thriving communities  

1.6.2 Commercial acumen and experience to unlock sites and improve 
viability.  

1.6.3 Delivery at pace. 

1.6.4 Maximising return through social value, increased levels of 
affordable housing and onward investment in existing social 
housing. 

1.7 Innovative strategic partnerships with both the private sector and housing 
associations have been seen across the UK to support Local Authorities 
in their housing development ambitions. Such partnerships enable risk-
sharing, the benefit of commercial skills and expertise to help unlock 
sites, adding social value through training and apprenticeships, and 
safeguarding quality in trusted track records in the development of new 
homes. Strategic partnerships are also welcomed by Homes England as 
they support the timely delivery of development programmes. 

1.8 Senior Management, Housing, and Regeneration teams have met with 
several prospective partners over the last few months to understand their 
priorities, their track records in the delivery of housing and build quality, 
and have been investigating different forms of partnerships. Informal 
soundings have been taken from legal and property advisers and local 
authorities who have established similar joint venture relationships. 

1.9 This paper sets out the preferred route to help accelerate affordable 
housing delivery in the Borough on sites within the Council's ownership 
which provides an opportunity for a strategic partnership to be 
established to help deliver wider regeneration within the Borough. 

2. What is an Investment Partnership 

2.1 An Investment Partnership (IP) is a joint venture with a partner as a 
Limited Liability Partnership (LLP). The LLP would be 50:50 controlled by 
the Council and the partner it selects to work with. Therefore, it would not 
be a public sector body.  

2.2 The Council invests its land with the IP and the partner brings investment, 
development, construction, planning, design, funding as well as supply 
chain, market relationships, and branding knowledge and experience to 
the partnership.   

2.3 This approach allows for considerable flexibility and control by the 
Council in that it can choose which sites it wishes to take forward through 
the IP and which sites may lend themselves to different approaches such 
as direct delivery.  

2.4 Presentations and reports have been considered by Management Team 
setting out how an Investment Partnership (IP) model would be the best 
approach for the Council to secure its objectives from the redevelopment 
of its sites to; 
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2.4.1 Efficiently secure planning permissions and construction 
procurement to support the increased delivery of affordable 
homes in 2023 and beyond. 

2.4.2 Maximise the potential of existing Council-owned assets and land 

2.4.3 Create successful places which help to facilitate increased 
housing and regeneration in the Borough, meeting housing 
needs.  

2.4.4 Deliver high-quality energy-efficient homes to help reduce carbon 
emissions within the Borough and to help reduce running costs for 
residents.  

2.5 The Investment Partnership would be served by a small project team (an  
Investment Team) that will include representatives from the Council as 
well as the housebuilder.  

2.6 The Investment Team would manage the operation of the partnership 
with representatives overseeing the consultants and supply chain. The 
Investment team staffing costs can be recovered as project costs. 
Importantly, the Council is not a passive client and brings the local 
knowledge and expertise to support the work of the partnership and to 
help ensure that Graveshams identity is recognised and enhanced. The 
joint expertise is a key strength of this particular model. 

2.7 Under the model, the Council can choose which scheme it wishes to 
invest in the IP. The Council, or the partner, can veto whether a scheme 
proceeds or not once it has been appraised. The Council retains control 
of the freehold of the land and its value as it can choose, or not, whether 
it requires the freehold to remain with the Council. 

2.8 The diagram below summarises the structure of an IP with a partner. 
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3. Why an Invesment Partnership for Gravesham 

3.1 An Investment Partnership (IP) is a more flexible way for the Council to 
carry out its future aspirations for development in the Borough. It will 
enable the Council to more efficiently and strategically plan its affordable 
housing development pipeline and assist with business planning and 
allocating future funding and resources as appropriate. 

3.2 The 50:50 nature of the partnership model enables the Council to retain 
control. It also gives the partner a commercial imperative to maximise 
profits, which are split equally. For the Council, any profit generated 
through the partnership could be used to fund future housing 
development or retrofitting of energy efficiency measures within the 
existing stock.  

3.3 A partnership will enable the Council to utilise the resources offered by 
the partner to bring the sites forward quickly and accelerate affordable 
housing development. By utilising a partner's commercial knowledge of 
the supply chain will result in a more cost-effective solution.  

3.4 The alternative and more traditional method of bringing forward 
development sites with a commercial partner would be under a design 
and build contract. However, this approach does not create an equitable 
and transparent partnership and it is likely in such circumstances that a 
partner under this regime would seek to gain a commercial advantage 
over the Council, which could impact quality, design, and overall place-
shaping.  

3.5 This traditional route to housing development means that each project 
would need to be tendered. Whilst this does provide a competitive 
element in the market, it also creates delays and it does come at a cost to 
the Council. In addition to this, the design and build contract approach 
does not help the Council build professional relationships with a trusted 
and reliable partner, thereby eliminating the possibility of utilising the 
resource and knowledge that a partnership approach brings to help to 
unlock some of the more difficult sites in the Borough 

3.6 An investment Partnership is an equitable and fair way of working with 
the commercial sector and leads to greater transparency, helping to build 
lasting relationships and helping the council to gain knowledge of the 
commercial development market. 

3.7 By sharing resources and knowledge in the development fields and 
working with a partner in this way, the Council will become a more 
efficient housing developer and be in a better position to bring forward 
and advance their housing building programme. 

4. Selecting a partner for Gravesham 

4.1 Learning from the experience of other local authorities in establishing an 
IP it is important from the outset to define what the Council is trying to 
achieve through the IP. Working with various officers involved in the 
development of housing, a proposed purpose and objectives for the IP 
are set out in Appendix 2.  

4.2 To complement the purpose and objectives, senior officers have also 
been considering the qualities that Gravesham Borough Council would 
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expect from a partner in forming an IP, and these are set out in Appendix 
3.  

4.3 Legal advice has been sought on establishing an Investment Partnership, 
and it has been confirmed that the establishment of an IP is not subject to 
public sector procurement rules. However, the Council does want to 
ensure transparency in its decision making, and that any decision taken 
is considered to be the best value for the Council and its residents. 
Therefore, officers will work with the Council’s Monitoring Officer and 
Section 151 Officer to ensure a transparent and considered route is taken 
in selecting a partner.   

4.4 Once a partner has been selected, full due diligence checks will be 
undertaken on the partner before forming the Investment Partnership. 
This will include due diligence of the partner's financial standing, 
capacity, and exposure; qualifications and accreditations; and references 
to ascertain track record in delivery. 

4.5 An update report will be brought back to Cabinet outlining the partner 
selected and how the partnership will be managed locally. 

5. Case Study of a successful Investment Partnership – Cambridge City Council  

5.1 The ‘Investment Partnership’ model has been used successfully by a 
number of local authorities, and in researching how these have worked, 
Cambridge City Council stood out as a good example of a successful and 
reputable Investment Partnership.   

5.2 Following a devolution deal with Government, Cambridge City Council 
recognised the challenge they had ahead of them in trying to deliver the 
housing numbers required and as agreed as part of their deal. It 
understood that to achieve its ambitions, it would need a partner to work 
alongside and that would complement the internal resources it already 
had.  

5.3 In 2018, Cambridge City Council formed an Investment Partnership with 
a housebuilder. In selecting its partner, Cambridge City Council ensured 
that the partner's ethos and ambitions were closely aligned to their 
corporate objectives and the partnership has gone from strength to 
strength since its creation. A case study can be found in Appendix 4.  

5.4 The Director (Housing) has had positive meetings with Cambridge City 
Council to understand their experience in creating an Investment 
Partnership and to investigate further legal and procurement issues. 
Other case studies from other local authorities have also been sought 
and will be shared with Cabinet if received before the meeting.  

6. Risks and Benefits to Gravesham Borough Council 

6.1 Whilst establishing an IP is deemed to be a positive step forward for the 
Council, it must be noted that it does not mitigate any of the risks 
associated with the development of housing such as contaminated land, 
increasing build costs, etc. However, whilst certain factors will always 
remain a risk, the IP model allows for those risks to be shared, which in 
itself, is a benefit.   

6.2 In establishing an IP, some potential direct risks are summarised below:  
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6.2.1 The Council and its partner do not agree to progress a 
scheme – The impact of this risk is that the cost of progressing 
the scheme to date would be lost and there would be a delay in 
delivering the scheme. This risk can be mitigated by the 
partnership itself as is not in the interest of either partner without 
good reason to prevent a scheme from progressing, as any 
aborted costs would be shared. The Council can of course decide 
not to invest in further sites if it chooses to.  

6.2.2 That the return generated through the IP does not represent 
the best value – Land invested by the Council into the IP will be 
valued by an independent valuer. At any time the Council can 
require the IP to test the best value of any of its activities. As the 
partner is set to share in the up-lift in development value and 
therefore it is not in their interest to not work with the Council to 
jointly manage the efficient delivery of projects. 

6.2.3 A legal challenge about the choice of the partner and 
transparency – expert advice will consider this in establishing the 
partnership, but all case studies and secondary legal commentary 
indicate that a local authority can choose its partner in an IP. 
However, as outlined in section 4 of this report, a transparent 
process will be undertaken to select a partner, thereby, mitigating 
this risk. The creation of a methodology to select a partner will 
also assist with this.  

6.3 Although there will be certain risks associated with an IP, there are also 
several benefits to working in this way that far outweighs any risk:  

6.3.1 Versatility - The Model can support a wide range of development 
from affordable housing, private sale, market rent, estate 
regeneration, and commercial development. It can also provide 
income or capital returns to the Council and the Council can 
choose which schemes it inputs into the partnership. The Council 
can also choose to veto a scheme before it proceeds. Work 
collaboratively and transparently with all decisions made equally, 
ensuring the Council retains control. 

6.3.2 Resources - The partnership will complement in-house teams. It 
is possible to assign GBC project managers to individual projects 
and these costs can be recovered as project costs. Joint expertise 
ensures projects meet specific Council needs. Set up costs are 
low and there are no ongoing procurement costs for the council. 
The Council will need to provide resources at the board level, as 
set out in Section 7 of the report.  

6.3.3 Delivering at Pace - The IP can be set up quickly and through 
speedy procurement, confidence in build costs and simple 
decision making means new affordable housing development can 
be delivered at pace. The transparent approach enables planning 
applications to optimise the delivery of affordable homes and the 
challenges of viability in the current market. 

6.3.4 Maximising Return & Sharing Risk and Reward - On 
residential mixed tenure projects, expertise can help develop an 
Investment Partnership market product, with half the profit going 
to the Council. Planning and pre-development costs can be 
funded at risk by the developer. 
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6.3.5 Incentivisation - There is no exclusivity provided to the 
partnership and therefore the partner is truly incentivised to 
deliver the Councils requirements, and as joint funders, there is a 
commitment to enhancing their investment 

6.3.6 Flexibility - There is flexibility in the type of structure and the 
preferred scheme of governance. 

7. Financial Implications 

7.1 The costs to establish an Investment Partnership are low, circa £4,000, 
and this can be funded through existing budgets.  

7.2 There are several financial implications that the Council should be aware 
of in establishing an Investment Partnership as set out below, each of 
which will be considered and managed in conjunction with legal 
colleagues in establishing the Investment Partnership; 

7.2.1 Land Value - The Council would put land into the Investment 
Partnership (IP). The land would be independently valued at the 
point of input and the Council will be issued a ‘loan note’ to the 
value of the land. This would therefore satisfy the statutory 
requirement for the Council to ‘dispose ‘ of the land at the best 
value. Once the land has been developed, the IP will redeem the 
loan note from the development value, ie pay the assessed 
market value. Any other development value above the value of 
the Council's land at the input will be shared between the Council 
and the partner in proportion to the value of other inputs. For 
example, if the Council inputs land to the value of £1m and the 
partner inputs funding and staff costs to the value of £1m, and the 
resulting value of the new development is £2.4m, the Council will 
receive 50% of the uplift in value, i.e. £200k, as will the partner 
when the development is realised.  

7.2.2 Likewise, it is true that in such a partnership arrangement, any 
losses would also be shared equally. However, this shared risk, 
should the market work against the development plan is still 
reduced when compared to what it would be if developing 
independently. It is in both parties' interest to mitigate such risks 
as the liability is a shared one.   

7.2.3 Revenue Return - The Council will be able to require a revenue 
return on the development value. For example, it can specify 
some of the housing be let at intermediate rents and forego any 
capital receipt should these properties have been sold. 

7.2.4 Funding - The Council may choose to provide funding as part of 
its investment. The benefit of this would be analysed on a scheme 
by scheme basis at the appraisal stage. 

 
7.2.5 Reinvesting returns in the IP - The model would allow for the 

Council to instruct that the IP retain some of the return should it 
be helpful for subsequent schemes 

 
7.2.6 Tax implications - These will be considered as part of the due 

diligence process in setting up the IP  and on all individual 
projects to be taken forward.  
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7.3 Any Council-owned assets put forward for the Investment Partnership 
would need to be reviewed in terms of any Treasury Management 
implications constitutional procedures for land disposal and appropriation 
(if the land is not held for housing purposes). 

 
8. Governance, Structure, and Procurement 

8.1 The IP would be overseen by a Board, with each partner having an equal 
number of representatives on the Board. As an example, an existing IP 
set up by another local authority has a Board of four – two Senior Officer 
representatives from the Council and two from its partner. Each Board 
Member has a single vote and therefore decision-making is based on 
consensus. If there is no unanimous agreement between the parties to 
proceed with a development site, then nothing happens. The Chair does 
not have a casting vote. 

8.2 The Investment Partnership would be served by a small project team (an  
Investment Team) that will include representatives from the Council as 
well as the developer. The Investment Team manages the operation of 
the partnership with representatives overseeing the consultants and 
supply chain. The Investment team staffing costs can be recovered as 
project costs.  

8.3 Advice has been taken and following discussions with the Council's legal 
and procurement advisers, detailed guidance has been given on Local 
Authority Property Joint Venture Partnerships. For the sake of clarity, it 
has been confirmed that:: 

8.3.1 The setting up of an Investment Partnership per se does not 
involve the council in any procurement of goods works or 
services. None are being sought by the Council in the partnership 
setup process. 

8.3.2 The Council will not be granting any site exclusivity to the 
partnership, which means in theory the council can set up multiple 
investment partnerships with partners that demonstrate a good fit 
for the Council should they wish to. The Council is not obliged to 
deliver any site through any other investment partnership. Both 
are entirely separate considerations. 

8.4 Officers have been exploring the appetite of potential partners to work 
with the Council. This has included local Housing Associations and 
Housebuilders. Discussions have focussed on the following partnership 
criteria: 

8.4.1 Core Company principles,   

8.4.2 Approach to partnership working,  

8.4.3 Fit with the Council and its ethos 

8.4.4 Ability to support the council with the delivery of its strategic 
objectives and priorities  

8.4.5 Problem solver 
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9. Milton Place Pilot Scheme 

9.1 The land at Milton Place forms a key part of our housing development 
pipeline, located close to the town centre with easy access to the station, 
green space, and the river.  

9.2 Officers are currently in the process of purchasing part of the land from 
Ebbsfleet Development Corporation (EDC) with the remainder of the site 
already being owned by the Council. A strip of the land is also required 
for a road widening scheme which is required under the planning 
permission grant at Albion Waterside. 

9.3 An Investment Partnership approach will provide the Council with the 
resources and expertise to take development proposals forward to 
planning in the next 6-9 months, with a focus on delivering high-quality 
homes to meet local housing needs. 

9.4 Therefore, the Milton Place site will be used as a pilot scheme for the 
Investment Partnership, should Members agree to the proposals within 
this report.  

10. Summary of Next Steps  

10.1 Assuming Cabinet agrees to the recommendations set out on page 1 of 
this report, officers will; 

10.1.1 Work with the delegated officers as set out in Recommendation 1 
to agree on the most appropriate and efficient route in selecting a 
partner, using the proposed Purpose and Objectives of an 
Investment Partnership and the Council’s Investment Partnership 
Requirements (Appendix 2 & 3) as a way to measure and assess 
a potentials partners  

10.1.2 Work with delegated officers as set out in Recommendation 2 to 
undertake all the necessary practical, financial, and legal actions 
required to establish an Investment Partnership (IP) to help 
accelerate housing delivery in the borough.  

10.1.3 Provide an update report to Cabinet once the partnership has 
been formed.  

11. Appendices 

11.1 The following documents are to be published with the report:  

11.1.1 Appendix 2 – GBC Purpose and Objectives of Investment 
Partnership 

11.1.2 Appendix 3 – GBC Investment Partner Requirements  

11.1.3 Appendix 4 – Cambridge Investment Partnership Case Study 

 

12. Background Documents  

12.1 The following background documents were used:  

12.1.1 Gravesham's Draft Housing Development Strategy 2022-2027 

12.1.2 Local Authority Property JV Partnerships – Key Points 
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Lead Officer:  Daniel Killian 

Email:  daniel.killian@gravesham.gov.uk 
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Secondary Implications  
Risk Assessment The IP model does not remove any of the usual risks associated with 

development. For example, site-related risks such as contamination; risks around 
achievement of a planning approval; build cost inflation etc. The IP does allow 
these risks to be shared with the partner and to be effectively mitigated with the 
Council benefiting from the development skills, experience, knowledge, and staff 
capacity of the partner. 

A data protection impact assessment (DPIA) should be carried out at the start of any 
major project involving the use of personal data or if you are making a significant 
change to an existing process.  
a. Does the project/change being recommended through this paper involve the 

processing of personal data or special category data or criminal offence data?  
A definition of each type of data can be found on the Information Commissioner’s 
Office website via the above links. 
No 

b. If yes to question a, have you completed and attached a DPIA including Data 
Protection Officer advice? 
Click here to start typing 

Data Protection 
Impact Assessment 
 

c. If no to question b, please seek advice from your nominated DPIA assessor or 
the Information Governance Team at gdpr@medway.gov.uk. 
Click here to start typing 

a. Does the decision being made or recommended through this paper have potential 
to cause adverse impact or discriminate against different groups in the 
community? If yes, please explain answer. 
No 

b. Does the decision being made or recommended through this paper make a 
positive contribution to promoting equality? If yes, please explain answer. 
There are no direct equality implications in establishing an IP, but the 
redevelopment of individual sites and the effective realisation of the Council's 
land and property assets will release funding to assist the Council to pursue its 
equality policies. 

Equality Impact 
Assessment 

In submitting this report, the Chief Officer doing so is confirming that they have given 
due regard to the equality impacts of the decision being considered, as noted in the 
table above 

Crime and Disorder Section 17 of the Crime and Disorder Act 1998 places a duty on local authorities to 
exercise their functions with due regard to the likely effect on crime and disorder, 
and the need to do "all that the authority reasonably can" to prevent crime and 
disorder. "Crime and disorder" include anti-social and other behaviour adversely 
affecting the local environment; and the misuse of drugs, alcohol, and other 
substances. This will be considered in any new development proposed. 

Digital and website 
implications 

Not Applicable 

Safeguarding 
children and 
vulnerable adults 

Not Applicable 
 

https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/key-definitions/what-is-personal-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/special-category-data/
https://ico.org.uk/for-organisations/guide-to-the-general-data-protection-regulation-gdpr/lawful-basis-for-processing/criminal-offence-data/
mailto:gdpr@medway.gov.uk
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	2.7	Under the model, the Council can choose which scheme it wishes to invest in the IP. The Council, or the partner, can veto whether a scheme proceeds or not once it has been appraised. The Council retains control of the freehold of the land and its value as it can choose, or not, whether it requires the freehold to remain with the Council.
	2.8	The diagram below summarises the structure of an IP with a partner.

	3.	Why an Invesment Partnership for Gravesham
	3.1	An Investment Partnership (IP) is a more flexible way for the Council to carry out its future aspirations for development in the Borough. It will enable the Council to more efficiently and strategically plan its affordable housing development pipeline and assist with business planning and allocating future funding and resources as appropriate.
	3.2	The 50:50 nature of the partnership model enables the Council to retain control. It also gives the partner a commercial imperative to maximise profits, which are split equally. For the Council, any profit generated through the partnership could be used to fund future housing development or retrofitting of energy efficiency measures within the existing stock.
	3.3	A partnership will enable the Council to utilise the resources offered by the partner to bring the sites forward quickly and accelerate affordable housing development. By utilising a partner's commercial knowledge of the supply chain will result in a more cost-effective solution.
	3.4	The alternative and more traditional method of bringing forward development sites with a commercial partner would be under a design and build contract. However, this approach does not create an equitable and transparent partnership and it is likely in such circumstances that a partner under this regime would seek to gain a commercial advantage over the Council, which could impact quality, design, and overall place-shaping.
	3.5	This traditional route to housing development means that each project would need to be tendered. Whilst this does provide a competitive element in the market, it also creates delays and it does come at a cost to the Council. In addition to this, the design and build contract approach does not help the Council build professional relationships with a trusted and reliable partner, thereby eliminating the possibility of utilising the resource and knowledge that a partnership approach brings to help to unlock some of the more difficult sites in the Borough
	3.6	An investment Partnership is an equitable and fair way of working with the commercial sector and leads to greater transparency, helping to build lasting relationships and helping the council to gain knowledge of the commercial development market.
	3.7	By sharing resources and knowledge in the development fields and working with a partner in this way, the Council will become a more efficient housing developer and be in a better position to bring forward and advance their housing building programme.

	4.	Selecting a partner for Gravesham
	4.1	Learning from the experience of other local authorities in establishing an IP it is important from the outset to define what the Council is trying to achieve through the IP. Working with various officers involved in the development of housing, a proposed purpose and objectives for the IP are set out in Appendix 2.
	4.2	To complement the purpose and objectives, senior officers have also been considering the qualities that Gravesham Borough Council would expect from a partner in forming an IP, and these are set out in Appendix 3.
	4.3	Legal advice has been sought on establishing an Investment Partnership, and it has been confirmed that the establishment of an IP is not subject to public sector procurement rules. However, the Council does want to ensure transparency in its decision making, and that any decision taken is considered to be the best value for the Council and its residents. Therefore, officers will work with the Council’s Monitoring Officer and Section 151 Officer to ensure a transparent and considered route is taken in selecting a partner.
	4.4	Once a partner has been selected, full due diligence checks will be undertaken on the partner before forming the Investment Partnership. This will include due diligence of the partner's financial standing, capacity, and exposure; qualifications and accreditations; and references to ascertain track record in delivery.
	4.5	An update report will be brought back to Cabinet outlining the partner selected and how the partnership will be managed locally.

	5.	Case Study of a successful Investment Partnership – Cambridge City Council
	5.1	The ‘Investment Partnership’ model has been used successfully by a number of local authorities, and in researching how these have worked, Cambridge City Council stood out as a good example of a successful and reputable Investment Partnership.
	5.2	Following a devolution deal with Government, Cambridge City Council recognised the challenge they had ahead of them in trying to deliver the housing numbers required and as agreed as part of their deal. It understood that to achieve its ambitions, it would need a partner to work alongside and that would complement the internal resources it already had.
	5.3	In 2018, Cambridge City Council formed an Investment Partnership with a housebuilder. In selecting its partner, Cambridge City Council ensured that the partner's ethos and ambitions were closely aligned to their corporate objectives and the partnership has gone from strength to strength since its creation. A case study can be found in Appendix 4.
	5.4	The Director (Housing) has had positive meetings with Cambridge City Council to understand their experience in creating an Investment Partnership and to investigate further legal and procurement issues. Other case studies from other local authorities have also been sought and will be shared with Cabinet if received before the meeting.

	6.	Risks and Benefits to Gravesham Borough Council
	6.1	Whilst establishing an IP is deemed to be a positive step forward for the Council, it must be noted that it does not mitigate any of the risks associated with the development of housing such as contaminated land, increasing build costs, etc. However, whilst certain factors will always remain a risk, the IP model allows for those risks to be shared, which in itself, is a benefit.
	6.2	In establishing an IP, some potential direct risks are summarised below:
	6.2.1	The Council and its partner do not agree to progress a scheme – The impact of this risk is that the cost of progressing the scheme to date would be lost and there would be a delay in delivering the scheme. This risk can be mitigated by the partnership itself as is not in the interest of either partner without good reason to prevent a scheme from progressing, as any aborted costs would be shared. The Council can of course decide not to invest in further sites if it chooses to.
	6.2.2	That the return generated through the IP does not represent the best value – Land invested by the Council into the IP will be valued by an independent valuer. At any time the Council can require the IP to test the best value of any of its activities. As the partner is set to share in the up-lift in development value and therefore it is not in their interest to not work with the Council to jointly manage the efficient delivery of projects.
	6.2.3	A legal challenge about the choice of the partner and transparency – expert advice will consider this in establishing the partnership, but all case studies and secondary legal commentary indicate that a local authority can choose its partner in an IP. However, as outlined in section 4 of this report, a transparent process will be undertaken to select a partner, thereby, mitigating this risk. The creation of a methodology to select a partner will also assist with this.
	6.3	Although there will be certain risks associated with an IP, there are also several benefits to working in this way that far outweighs any risk:
	6.3.1	Versatility - The Model can support a wide range of development from affordable housing, private sale, market rent, estate regeneration, and commercial development. It can also provide income or capital returns to the Council and the Council can choose which schemes it inputs into the partnership. The Council can also choose to veto a scheme before it proceeds. Work collaboratively and transparently with all decisions made equally, ensuring the Council retains control.
	6.3.2	Resources - The partnership will complement in-house teams. It is possible to assign GBC project managers to individual projects and these costs can be recovered as project costs. Joint expertise ensures projects meet specific Council needs. Set up costs are low and there are no ongoing procurement costs for the council. The Council will need to provide resources at the board level, as set out in Section 7 of the report.
	6.3.3	Delivering at Pace - The IP can be set up quickly and through speedy procurement, confidence in build costs and simple decision making means new affordable housing development can be delivered at pace. The transparent approach enables planning applications to optimise the delivery of affordable homes and the challenges of viability in the current market.
	6.3.4	Maximising Return & Sharing Risk and Reward - On residential mixed tenure projects, expertise can help develop an Investment Partnership market product, with half the profit going to the Council. Planning and pre-development costs can be funded at risk by the developer.
	6.3.5	Incentivisation - There is no exclusivity provided to the partnership and therefore the partner is truly incentivised to deliver the Councils requirements, and as joint funders, there is a commitment to enhancing their investment
	6.3.6	Flexibility - There is flexibility in the type of structure and the preferred scheme of governance.

	7.	Financial Implications
	7.1	The costs to establish an Investment Partnership are low, circa £4,000, and this can be funded through existing budgets.
	7.2	There are several financial implications that the Council should be aware of in establishing an Investment Partnership as set out below, each of which will be considered and managed in conjunction with legal colleagues in establishing the Investment Partnership;
	7.2.1	Land Value - The Council would put land into the Investment Partnership (IP). The land would be independently valued at the point of input and the Council will be issued a ‘loan note’ to the value of the land. This would therefore satisfy the statutory requirement for the Council to ‘dispose ‘ of the land at the best value. Once the land has been developed, the IP will redeem the loan note from the development value, ie pay the assessed market value. Any other development value above the value of the Council's land at the input will be shared between the Council and the partner in proportion to the value of other inputs. For example, if the Council inputs land to the value of £1m and the partner inputs funding and staff costs to the value of £1m, and the resulting value of the new development is £2.4m, the Council will receive 50% of the uplift in value, i.e. £200k, as will the partner when the development is realised.
	7.2.2	Likewise, it is true that in such a partnership arrangement, any losses would also be shared equally. However, this shared risk, should the market work against the development plan is still reduced when compared to what it would be if developing independently. It is in both parties' interest to mitigate such risks as the liability is a shared one.
	7.2.3	Revenue Return - The Council will be able to require a revenue return on the development value. For example, it can specify some of the housing be let at intermediate rents and forego any capital receipt should these properties have been sold.
	7.3	Any Council-owned assets put forward for the Investment Partnership would need to be reviewed in terms of any Treasury Management implications constitutional procedures for land disposal and appropriation (if the land is not held for housing purposes).

	8.	Governance, Structure, and Procurement
	8.1	The IP would be overseen by a Board, with each partner having an equal number of representatives on the Board. As an example, an existing IP set up by another local authority has a Board of four – two Senior Officer representatives from the Council and two from its partner. Each Board Member has a single vote and therefore decision-making is based on consensus. If there is no unanimous agreement between the parties to proceed with a development site, then nothing happens. The Chair does not have a casting vote.
	8.2	The Investment Partnership would be served by a small project team (an  Investment Team) that will include representatives from the Council as well as the developer. The Investment Team manages the operation of the partnership with representatives overseeing the consultants and supply chain. The Investment team staffing costs can be recovered as project costs.
	8.3	Advice has been taken and following discussions with the Council's legal and procurement advisers, detailed guidance has been given on Local Authority Property Joint Venture Partnerships. For the sake of clarity, it has been confirmed that::
	8.3.1	The setting up of an Investment Partnership per se does not involve the council in any procurement of goods works or services. None are being sought by the Council in the partnership setup process.
	8.3.2	The Council will not be granting any site exclusivity to the partnership, which means in theory the council can set up multiple investment partnerships with partners that demonstrate a good fit for the Council should they wish to. The Council is not obliged to deliver any site through any other investment partnership. Both are entirely separate considerations.
	8.4	Officers have been exploring the appetite of potential partners to work with the Council. This has included local Housing Associations and Housebuilders. Discussions have focussed on the following partnership criteria:
	8.4.1	Core Company principles,
	8.4.2	Approach to partnership working,
	8.4.3	Fit with the Council and its ethos
	8.4.4	Ability to support the council with the delivery of its strategic objectives and priorities
	8.4.5	Problem solver

	9.	Milton Place Pilot Scheme
	9.1	The land at Milton Place forms a key part of our housing development pipeline, located close to the town centre with easy access to the station, green space, and the river.
	9.2	Officers are currently in the process of purchasing part of the land from Ebbsfleet Development Corporation (EDC) with the remainder of the site already being owned by the Council. A strip of the land is also required for a road widening scheme which is required under the planning permission grant at Albion Waterside.
	9.3	An Investment Partnership approach will provide the Council with the resources and expertise to take development proposals forward to planning in the next 6-9 months, with a focus on delivering high-quality homes to meet local housing needs.
	9.4	Therefore, the Milton Place site will be used as a pilot scheme for the Investment Partnership, should Members agree to the proposals within this report.

	10.	Summary of Next Steps
	10.1	Assuming Cabinet agrees to the recommendations set out on page 1 of this report, officers will;

	11.	Appendices
	11.1	The following documents are to be published with the report:
	11.1.1	Appendix 2 – GBC Purpose and Objectives of Investment Partnership
	11.1.2	Appendix 3 – GBC Investment Partner Requirements
	11.1.3	Appendix 4 – Cambridge Investment Partnership Case Study

	12.	Background Documents
	12.1	The following background documents were used:
	12.1.1	Gravesham's Draft Housing Development Strategy 2022-2027
	12.1.2	Local Authority Property JV Partnerships – Key Points


