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Joint report of the Chief Executive and the Strategic Director (Community Services)
Ward(s) affected:  

1. Purpose of Report - To report to Members the latest position with regard to re-providing the Council’s office accommodation at Belle Vue Mills in partnership with North Yorkshire County Council, following the initial report to Full Council on the 29th October 2008. 
2. Recommendations – Members are recommended to approve:
2.1
That the Council enters into a 999 year lease on the terms now reported, as set out in option 1 of Appendix A, for the use of accommodation at Belle Vue Mills, Skipton for the Council’s new offices.
2.2
That the Council notes that funds are being retained, for additional works that may be required up until the time the Offices are occupied, and that this £4.09million is included in the Council’s capital programme approved at Minute POL.152. 

2.3
That authority is delegated to the Chief Executive, in consultation with the Leader of the Council, to approve the final Heads of Terms, legal contracts for the acquisition of the premises and any additional works required as referred to in 2.2 above.
2.4
That the section in the report on car parking is noted and that the Director of Community Services undertakes further work on the car parking needs, including further discussions with staff representatives, and reports back to the Policy Committee in March 2009.

3. Background 
3.1
Members were presented with a report at a Council Meeting held on 29th October 2008. They were requested to decide whether they wished to proceed with the provision of office accommodation at the present time, in light of the delay in (or possible termination of) the Skipton developments scheme and the recent condition survey of the existing accommodation at Granville Street.

3.2
In the event Members wished to proceed, they were requested to approve in principle the use of Belle Vue Mills as the site for replacement CDC offices subject to a number of conditions.

3.3 At that Council meeting Members resolved:

(1) That, based upon the current information about the existing Granville Street offices, Skipton, the Council’s preference is to vacate those offices and seek new offices elsewhere in Skipton, disposing of the Granville Street site for housing when appropriate market conditions prevail.

(2) That, in principle the Council expresses a preference for Option 2 in the report now submitted, which is to use accommodation at Belle Vue Mills, Skipton for replacement offices, and authorises the Chief Executive to undertake negotiations, in conjunction with North Yorkshire County Council, subject to:

· A Maximum capital cost to CDC not exceeding the capital resources available of £4.09m, based upon a capitalised long lease of 30 or 999 years, and including all fees, fit out, furnishings and ICT infrastructure costs; funded as follows:

	Receipts
	£

	Capital Reserve (Pensions)*
	1,260,000

	Capital Reserve (Implementing Electronic Government – IEG)*
	   668,000

	Capital Reserve (vehicles)*
	   198,000

	Capital receipt c/fwd from 2007/08
	   264,000

	Future capital receipt – sale of land at Granville Street (or part of the capital receipt from the Skipton Developments scheme, should this proceed)
	1,700,000

	Total
	4,090,000





(*Verified by Statutory Officers that these can be used for this purpose)

· No borrowing being allocated to this project in view of the Council’s adverse revenue position, unless temporary facilities are required pending a capital receipt;

· An agreed sharing arrangement with the County Council, as set out in the report submitted at this meeting;

· Further negotiations of the lease charge to achieve the optimum financial package in terms of risk and value for CDC and the County Council, in light of current economic conditions;

· A full review of the CDC capital programme for 2008/9 to 2011/12 to ensure that essential schemes are not compromised by this project;

· A further report on these issues to the Council Meeting on 9th December 2008, in order that lease negotiations can be finalised; and

· Review car parking needs and flexible working policies including discussions with staff representatives and to report back to Members.

3.4
It is on this basis that officers have progressed since the Council Meeting on the 29th October. 
3.4
At the Council meeting of 29th October, Members were presented with a total budget of £4,090,000, which had been identified as set out in 3.3 above, to fund the replacement Council Offices at Belle Vue Mills.  The same report presented Members with an indicative cost of £4,046,725 based on a 999 year lease and included fit out, furniture and IT infrastructure.

4.
Costings for Belle Vue Mills

Building Acquisition Costs
4.1
Craven District Council and North Yorkshire County Council have agreed to occupy offices on the same site and to share some space and facilities within those offices where possible.  Under this commitment negotiations have been taking place with the owners of Belle Vue Mills on the potential for the two organisations to occupy the required office space within the Belle Vue Mills site development.

4.2
The partnership arrangements between CDC and NYCC open up the opportunity for a joint bid to be made to the Regional Improvement and Efficiency Partnership. The bid will request funding for the fit-out and equipment of shared areas on the ground and first floors, estimated at £200,000.  If successful this is another cost reduction to the initial capital outlay to be split between the two organisations.
4.3
Two different lease lengths, to make up 4 options, have formed the basis for the negotiations, one for a 30 year period and the second for 999 years.  The 999 year lease would be based on a capital payment and the 30 year lease could either be rental or capitalised to suit the organisations needs.  The total space being negotiated is 28,950ft².
4.4
Two of these options were immediately discounted for Craven District Council:

a.
A 30 year lease on an annual rental – rejected on the basis that annual rental is a revenue cost and the Council does not have the revenue budgets to support such expenditure.

b.
A 30 year capitalised lease (full payment made upfront) – rejected on the basis that the 30 year lease would be subject to break clauses at 15 years and every five years thereafter.  Should the break clause be exercised the Council would be in the position of trying to obtain a refund from the site owner which would involve extensive negotiations.
4.5
The negotiated position reported to Members on the 29th October for the 999 year lease was £185.00ft² (capitalised), again through the further negotiation process the figure has been reduced to £170.00ft².  In addition to this the front lift being extended to all floors at a cost of £75,000 which was originally to be paid for jointly by CDC and NYCC, will now be paid for by the developer.

4.6
The 30 year lease options started at £14.50ft²; however, through the negotiation process the figures have been reduced to £12.25ft² for the ground, first, second and third floors and £12.00ft² for the fourth floor.  Capitalised figures for this option are included in Appendix A.

4.7
On the 999 year lease option being recommended to Members the total cost, based on the new figures in 4.5 above, is £3,825,850, a total saving of £320,875 from the costs reported to Members in October.  Following Members concerns about car parking a budget of £100k is proposed to be allocated towards increased car parking at the pool, reducing overall savings down to £220,875. 

Service Charge
4.8
The cost of the service charge has also been open to negotiation and is currently being quoted at £1.20ft² within initial budgets with a cap of £1.50ft² on the actual service charge payable for the first five years.  There are some elements of the service charge that are still being negotiated with the site owner.   
4.9
The service charge will encompass work that would be carried out under the planned preventative maintenance programme and some expenditure accounted for by undertaking responsive repairs, should the building have been wholly in the ownership of CDC. Overall it is expected that this will reduce the revenue costs for office provision by around12%.  
4.10
With the building being equipped with modern lighting and heating systems it is envisaged that it will use less energy than the current office provision.  This will enable CDC to reduce its carbon emissions in line with the Council’s corporate priorities.  However, this is difficult to quantify at this time as the office space is still under construction and as such has no historical energy use figures.

Fit-out Costs

4.11
The fit out costs previously reported to Members has reduced by the sum of £75,000 split with NYCC as part of the negotiations with the site owner now paying for the installation of the front lift up to the fourth floor.
4.12
Professional fees have reduced in line with the fit out costs as these are based on a percentage of the fit out.
4.13
IT infrastructure & hardware costs have not altered from the report presented to Members on the 29th October.  These costs do not include the provision of new PC’s and laptops, it is envisaged that a rolling replacement programme will be put into place through the capital programme once the offices are occupied.

Car Parking Investment

4.14
Budget figures have been worked up for the provision of 30 extra parking spaces at Craven Pool.  These figures indicate it would cost in the region of £100k to provide these spaces.  Planning permission will be required to convert the existing green area, where the previous pool used to be, into additional car parking. 

Fit for Purpose/Due Diligence 
4.15
Officers have commissioned an independent appraisal of the lease figures to be undertaken by Westlake & Co.  The brief to Westlake & Co. requested an assessment of the 3 available options:

· 999 year lease subject to a single payment premium 
· 30 year lease subject to a break clause at 15, 20 and 25 years with a five year review pattern. 
· 30 year lease as above but to be capitalised.
4.16
The report prepared by Westlake & Co, included in Appendix B, states, in section 5.8 through to 5.10, that the 30 year capitalised option is, in their opinion, “an unattractive and non cost-effective option.”  In 5.1 of the report it states that “it seems logical to reinvest the available capital as opposed to paying an estimated rental of £8,829,152 over 30 years without owning anything.”  5.2 of the report goes on to say that “due to the configuration of the building, a freehold is not practical whereas a 999 year ground lease at a peppercorn rent is the next best thing.”
4.17
The Westlake & Co. report provides figures in section 2.2 for each of the 4 lease options.  Under the first option, i.e. the purchase of a 999 year ground lease, the figure of £4,846,520 includes the reduction of the £75,000 cost for the lift.  For the purposes of the Initial Capital Outlay table (appendix A) this figure has been reduced from the fit out cost and not the lease cost, hence the difference in figures between the two reports.    
4.18
In concluding their report Westlake & Co. state that having considered the pros and cons of the site, whilst not perfect, it does effectively fulfil the CDC/NYCC requirement and constitutes ‘best value for money’ as compared to the existing situation or the alternatives currently available within the Skipton catchment area. 
4.19
Members may recall that the report of the 29th October included a current valuation for the Granville Street site of £1.7m which had been provided by a local Charted Surveyor.  Following the Council meeting on the 29th October verbal discussions have taken place with 2 development companies to test the valuation provided by the land agent in the market place.  The verbal response from the developers has been positive and officers are satisfied that at least £1.7m could be achieved if the independent sale of the Granville Street site is required.

5. 

County Council Partnership
5.1
Initial discussions were held with NYCC in September 2008 about the potential for the two organisations to occupy the same building and to mutually benefit from the sharing of space and facilities.  An officer agreement was drawn together which stated that both parties would co-operate with one another and act in fairness and good faith, but in doing so would not act independently of each other.

5.2
It was agreed that Bruton Knowles, Property Agents, who already act for NYCC in such matters, would be commissioned to act on behalf of both Councils to secure the best possible deal at Belle Vue Mills.
5.3
Each organisation will have a separate lease for their respective parts of the building with each organisation leasing part of the shared areas, which would include a clause to give first refusal for the assignment of that lease to the other party.  

5.4
Through current discussions NYCC have stated that they currently have a preference towards the 30 year lease option.  This is based on:

· The building is likely to need substantial refurbishment after the 30 year period.

· It is possible that the commercial centre of the town/are might shift considerably and leave them holding property in a run-down area

· Their accommodation needs will have changed substantially in 30 years but that change is unpredictable

· Since they will only occupy part of the building, there may be difficulties in assigning their lease

· The costs of holding the property empty, should they need to do so, are likely to be substantial
5.5
Detailed discussions are progressing between the two organisations in terms of the potential shared areas and facilities:

· Council Chamber/Registry suite (approx. 1,500ft²)

· Circulation space (public around Chamber/Registry suite) (approx. 500ft²)
· Committee Room as shared meeting space (approx. 500ft²)
· Smaller meeting rooms (with each council having some additional meeting rooms specifically for their own use)
· Reception (to be staffed by Craven District Council staff)
· IT infrastructure
· Telephony
· Car parking
5.6
Discussions have taken place to examine the centralisation of procurement e.g. furniture and stationery procurement in order to standardise supplies, and to benefit from bulk purchases.  
5.7
Other areas where some detailed discussions have started to take place with NYCC are on the sharing of cleaning and caretaking services.  It is likely that CDC can benefit significantly from utilising the County Council cleaning contract, not only for the new office accommodation, but also for the cleaning of its other properties within the district.  Conversely, the County Council can benefit significantly from utilising the CDC building management service.    

5.8
Additionally, there may be other service areas that will be duplicated or can benefit from a sharing arrangement that have been identified and further detailed discussions will take place with NYCC as the project progresses. 
5.9
Formal arrangements between both CDC and NYCC will need to be developed.  It is proposed that these will be mutually agreed through shared protocols.
6. 
CDC Capital Programme
6.1
The capital programme was reported to Members to the 19th November Policy Committee and was approved at that meeting.  The capital programme demonstrates that the Council can afford to pay for the Council Offices as recommended and can still deliver a comprehensive capital programme. 
7.
Review of Car Parking
7.1
CDC currently has a total of 118 car parking spaces for staff and visitors (72 at Granville Street and 46 at the Town Hall).  NYCC currently has 18 spaces located at its Water Street site. The remainder of their staff, up to 79 seek alternative parking elsewhere in Skipton either on or off street.
7.2
Through the flexible working policy and Green Travel Plan being developed for the new office accommodation it has been identified that a total of 160 car parking spaces are required for staff and visitors.  The 160 spaces have been identified by the information captured through the previous green travel survey, which showed that only 70% of staff travel to work by car. 
7.3
CDC has commissioned a car parking study, undertaken by Mouchel, of Council owned parking provision on Skipton town centre car parks.  This will be the subject of a separate report to Members in January.  This report should highlight the parking needs over the next 10 years.  However, the survey data has been used to help inform of the current capacity of car parks for the purposes of this report.  Following an assessment of available car parking provision, spaces will be available as follows:
	Location
	Notes
	Number of spaces

	Belle Vue Mills
	On site parking space predominantly reserved for visitors, disabled and visiting Members.
	28

	Craven Pool
	There is a current arrangement with Craven College to provide 30 spaces for their use. The agreement with them ends in 2010 which coincides with the proposed timetable for the office move.  Some improvement to pathways and lighting through Aireville Park would be required, however, it would also benefit other park users
	30

	Craven Pool
	An additional number of spaces can be created on the site with a capital investment of £100K
	30

	Council car parks
	Spaces currently utilised by staff
	46

	Off Street parking 
	Allowance for NYCC current usage
	10

	Off street parking 
	% allowance for Craven Housing displacement
	20

	Potential contract parking
	Some contract parking can be available within close proximity to the site – numbers are based on initial discussions
	20

	Total spaces available
	
	184


7.4
This demonstrates that we currently have significant off street provision that can be developed to provide parking for the new offices.  

7.5
There are benefits to car parking provision being located throughout different areas of the town, the main benefit being the dispersal of traffic, thereby reducing the potential of congestion in any one area. 

7.6
Staff, Members and Visitors attending evening meetings/functions will have adequate car parking provision due to the free evening parking available on the Councils off street car parks close to the office site.

7.7
There will be a need for CDC staff to display permits on any of the car parks identified for use whilst working at Belle Vue Mills offices.  Taking into account the objectives of the Green Travel Plan and the likelihood that staff would be using the Councils off street parking facilities it is suggested that reasonable charges for staff parking be based on residents parking permits of £150 per annum, which can be paid for monthly, deducted from salaries.  This could be seriously considered on the current residents long stay permit fees and taken out of salaries on a monthly basis.  Consultation with other similar Councils is being undertaken. 

7.8
The Councils Green Travel Plan is designed to encourage consideration of the impact of travel methods and to enable everyone to take steps to reduce negative impact, often resulting in positive benefits to the individual.  There are a number of recommendations within the green travel plan that are designed to encourage the reduction on negative impact of car travel. The Officer responsible for the green travel plan is being consulted in relation to this project.  
7.9
An initial meeting has taken place with the staff union representatives and the issue of car parking was the item under discussion.  The proposals for the provision of car parking was acknowledged, however, the development of the detail about how the provision would operate was still to be undertaken.  It was agreed that regular contact with the staff representatives would take place through the process of developing the detail.    

7.10
A final detailed report on the car parking policy for the new office accommodation will be brought to the March 09 Policy Committee.  

8. Flexible Working

8.1 The draft flexible working policy was presented to Members as part of the report on 29th October 2008.

8.2 The Head of HR has consulted with Trade Union and Staff Representatives with regards the policy.  It was agreed with representatives that the draft policy would be issued to all staff to gather their views, concerns, etc.

8.3 A small number of issues/concerns have been raised by staff, and the Head of HR is currently taking on board these issues.  Any amendments required will be incorporated into the final version of the policy.  Arrangements will then be made to seek approval from Policy Committee early in the New Year, prior to implementation

9. Heads of Terms
9.1 The current heads of terms include: 

· Lease Term:

30 year or if by way of long leasehold sale then on a 999   

year term

· Rent/Price:

Option 3:
999 year lease: a premium in the sum of 

£4,921,500

For options 1 and 2 please refer to appendix C
· Service Charge:

A service charge will be payable by the ingoing tenant to 

cover the cost of maintaining both the external estate and buildings as outlined in the estate and building service charge documents produced by the management company.  It is anticipated that the initial budgets will be running at £1.20 per square foot subject to a cap on the actual service charge payable by the Tenant not exceeding £1.50 per square foot for the first five years of the term. In addition a management fee equal to no more than 10% of the annual expenditure will be levied along with a contribution towards the buildings insurance premium. 

· Rent Review:

Option 3: None

For options 1 and 2 please refer to appendix C
9.2
A copy of the draft Heads of Terms are included in appendix C
10. Financial Implications          
10.1
The recommendation to approve the 999 year lease option is in line with one of the options taken to Council 29th October with a maximum capital cost of £4.09m

10.2
It is noted that further negotiations are continuing to achieve the optimum financial package in terms of risk and value for CDC and the County Council in the light of the current economic conditions. These savings also include annual service charges as well as initial set-up costs and lease terms.  

10.3
It is also noted that savings look likely to be have been achieved since the Policy report 19th November report over the added cost of improved parking facilities (£100,000) asked for at the meeting.

10.4
Partnership arrangements between CDC and NYCC open the opportunity for a joint bid to the Regional Improvement and Efficiency Partnership that could result in a grant of up to £200k towards the fit-out of shared areas to further reduce costs. 

10.5
The CDC capital programme reported to 19th November Policy was approved and demonstrated that the capital programme and the new office accommodation at Belle Vue Mills can be met from existing and forecast capital resources. 

10.6
The Acting Head of Financial Services (Section 151 Officer) and the Heard of Legal Services have previously confirmed in the report 29th October to Council that the reserves shown in 3.3 can be used to part fund the New Council Offices.

11. Legal Implications                        

11.1
The Council has general powers to acquire land under Section 111 of the Local Government Act 1972 and specific powers under Section 132 of the same Act to acquire and provide offices to be used for public meetings. 
12.

Contribution to Corporate Priorities –           

12.1
The replacement of the Council’s office accommodation directly contributes towards the corporate priority ‘Stronger Communities with excellent and accessible services’ goal of delivering new offices for Council services within Skipton.

12.2
By vacating the Granville Street office site, through replacement of the office accommodation on an alternative site, the corporate priority ‘Increasing the availability of and the quality of housing within the District’ will be met by the development of the site for residential purposes.  
12.3
The Access to Services Corporate Priority will be addressed through all of the Council’s services being delivered from one location within Skipton together with the majority of the County Council local services also being located within the same building. 
13.
Risk Management - A risk register has been established for this project to enable 
the effective management of any associated risks. 
14.
Consultations with Others - North Yorkshire County Council Officers, Bruton 
Knowles Property Agents, Novo Homes, Westlake & Co
15.
Access to Information: Background Documents –  Evidence set of documents.  
16.
Author of the Report – Jonathan Kerr, Strategic Director (Community Services), 

01756-706400, jkerr@cravendc.gov.uk
17.
Appendices 

Appendix A – Capital Outlay Table
Appendix B – Westlake & Co. report

Appendix C – Draft Heads of Terms
�Can we find examples of any rural councils that do this?
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