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Glossary of Terms Used

The following terms/acrornyms are used in this document:

Acronym/Term Meaning

BCIS Building Cost Information Service, being a recognised
industry source for construction benchmark costs

CA . Citizens Advice Service

Council Rochford District Council

CSFs Critical Success Factors, being the key}‘éé'éséssment criteria
used to drive the right project outcomes

ISFT tnvitation to Submit Final Tenders bemg the tender decument
issued to all remaining b[dders on thé closure of the' dtalogue
period inviting a final ten:

ITPD Invitation to Partici : ybeing the tender
document issued toall rtllste_ enderers

JV Joint venture: note thé{ thiS'_OB__C does not seek to prescribe
the precise form of the joint' venture and whether this is a
formally incorporated organisation or not — this will be
determined through the process of appoiniing a development

) -partner. The term equally apphes to more informal partnership
coovarrangements. o
LEP [Enterprise Partnership, being the South East LEP

NPV Net Present Value, being a way of calculating the current
value of future cashflows

OACS kopen Adult Counselling Service

OBC Qutline Business Case {being this document)

QUJEU Notice Official Journal of the European Union Notice, being a public
notification of a tender opportunity. Note that the European
Union (Withdrawal) Act 2018 envisages the operation of a
similar system post March 2019 notwithstanding any potential
transition period

PQQ Prequalification Questionnaire, based the PAS91 standard
questionnaire available to the public sector specifically for
testing construction supply chains

RDC Rochford District Council

RRAVS Rayieigh, Rochford and District Association for Voluntary

Service
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Acronymi{Term Meaning
RSG Revenue Support Grant
RTCAAP Rochford Town Centre Area Action Plan
S0C Strategic Outline Case, being the document noted by

Members in September 2018

8Q Standard Questionnaire, being the form of PQQ publicly
available for the use of procurmg authontles seaking
construction pariners - see PQQ
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1. EXECUTIVE SUMMARY
1.1. Executive Summary

In September 2018, Rochford District Council's Investment Board noted the Strategic Outline Case
{(SOC) to undertake a programme of works on 6 of the Council's key strategic sites with the express
intent of:

« Improving financial and operational sfficiencies within the Council's democratic and operational
accemmodation by rationalising current space across Rochford and Rayleigh and consclidating
all functions into medern, fit-for-purpose accommodation in a single location

¢ Using the surplus sites from the above rationalisation to create new assets and amenities for
the communities the Council serve, with a particular requirement to.improve the community
facilities in both Rochford and Rayleigh and seek opportunltles for residentially-led
regeneration, .

This Outline Business Case (OBC) develops the “proof of concept” estabhehed in: the S0C, which in
turn builds upon the Council's Asset Strategy 2018-2028 which: seeks to drive value-and efficiency in
its property portfolio. Having initially validated the strategic mtent of the programme and.the benefits
sought from it, the OBC has assessed the different permutatlons available to meet thege sirategic
objectives to arrive at a preferred solution basad upon:,

« The creation of a new Council democratic ari
by convertlng the existing bulldlng into a ne

s+ The creation of a new mixed use development on the ethtmg Mtll Arts & Events Centre Site in
Rayleigh that provides a combination of community:: commergial and residential space

» The disposal of remaining sites, most likely for residential uses

The capital receipts created from the residential and commercial spaces created will fund the significant
proportion of the new Council and communlty facilities, with the Council having to provide gap funding
in the order of £625k™. The hew arrangements are expected once the programme is completed, to
deliver a reduction in annial revenue’ exposure of mere than £300k when compared to a continuation
of the current arrangemert “;3 i :

5z

The sequencing of the varieus programme actlva’ues is based on a humber of considerations including:

+.  Theabiiity for the Ceuncﬁ to malntaln operatlonal centinuity throughout in both demacratic and
day_—to day operatnonai terms

{'desire to ensure that the Council is able to provide community facilities in one of Rochford or
) Rayleigh'et‘all tirrges, meaning both key sites cannot be developed concurrently

- A:deSIreﬁt’o minimise: peék borrowing reguirements, bringing forward activities that realise cash
recelpts to enable ihese to fund subsequent activities

This creates & hlghly mtegrated programme that will be delivered over a 4 year petiod completing in
Spring 2023. The critical project in this programme is the redevelopment of the Freight House as the
Council's long term base, as this in turn enables the development of The Mill Arts & Events Centre and
the disposal of the existing accommodation on South Street. Other sites will be disposed? of as early

' The SOC assumed the whole development would he cost-naLitral but the updated figures within this OBC now include for risk

pricing and optimism bias consistent with gcod practice In business cases as advised by HM Treasury, the amounts of which
comprise the majority of this funding gap.

2This OBC assumes the term disposal to mean the sale of a non-operational site on a materially unencumbered long
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as possible in the pragramme to fund the Freight House works.

The demands of this programme are significantly greater than any previously attempted by the Council,
especially when considering the integrated nature of the programme and the desire {o executa it “at
pace” to realise the financial benefits at the earliest opportunity. With this in mind, it is recommended
that the Council engage & strategic partner to support the delivery of the programme as this will;

« Provide access to the skills, management/coordination expertise and delivery capacity
necessary to allow the programme to be executed in an optimal fashion. The Council does not
have these skills internally, nor does it have the expertise to "buy these in” in an optimal fashion
given the peaks and troughs in the programme flow.

» Share the risk on the programme outcomes, particularly in respect of the residential/
commerciai development activities which are beyond the Council's corg business. The potential
risk exposure for the Gouncil is very significant were it to deliver.the programme itself, with the
total value of the programme being greater than 50% of the Collricil's annual operating budget.
Partnership arrangements would ensure that both parties are aligned in-their objectives,
providing the Council with an effective means of sharing-fh'e risk (and aqually the reward),

» Ensure that as an equal partner, the Council retains a hlgh degree. of control/mﬁue“nce on the
programme and its ocutcomes that could not be echleved through straightforward disposal
arrangements.

This approach is consistent with that adopted by a myriad:of local authorities in delivering development

activities and would be consistent with guidance offered;

1.2. Recommendations SR
Overall, the preferred option set outin this OBé'delg_\/ere? Z

»  Fit-for-purpose Council abﬁcemmodatign for a 'Gapital outiey that delivers a substantial return on
an affordabie investmient in less than 3 years

s Apropositionto brlng this’ f@rward in a way that.best balances risk and reward from development
activities by securjr '
and maximise the va

2 housin @ sled. regeneratlon offer.

he preferred option within it, noting that further work will be completed
cale of community facilities in Rayleigh.

u _ément process to select the development partner

» Notwithstanding the above, provide delegated authority to Officers to prepare and implement a
procurement strategy to secure a delivery partner to deliver the preferred option, with the
proposed arrangements being returned ta the Council for approval prior to contract signature

leasehold arrangement or a freehold basis. Other disposal options may result in the erosion of the capital receipts assumed.
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2, INTRODUCTION
2.1. QOutline Business Case

This Cutline Business Case (OBC) develops the "proof of concept” established in the SOC to provide
a definitive solution and implementation plan to allow the Council to progress the programme into the
implementation stage. Following the guidelines estaklished by HM Treasury, the OBC covers:

» The Strategic Case: why is an intervention necessary and what benefits should the Council
expect to achieve as a result of such an intervention?

+  The Economic Case: what are the options/permutations availabie to the Councn to achieve its
strategic intent and which one offers the best value for money?

e The Commercial Case: how does the Council secure the necessary resouroes (money, paople,
etc.) to deliver the programme?

¢ The Financial Case: how will the Council afford the programme?

¢ The Management Case: how will the programme be: dehvered and What governance

arrangements will the Council put in place to assure dehvery commensurate W|th |ts strategic
intent? ,

2.2, Sites within the Programme

The six sites within the scope of the programme are:
«  3-15 South Street, Rochford o
¢ 19 South Street, Rochferd
* 57 South Street, Rochford
» The Mill Arts and Events\Centre R ylelgh :
+ The Freight House_; e
+ The Civic Suite, R
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3 THE STRATEGIC CASE
PART A~ THE ORGANISATION

3.1, Strategic Context
3.1.1. Commentary on Strategic Outline Case (S0C)

The SOC establishad the “proof of concept” for the re-development of a number of the Rochford District
Council's strategic development sites and established that the initial developmeﬂt proposals had merit
for further development into an Outline Business Case (OBC).

The Council's Investment Board supported the SOC and gave approval for it Qbommencement of the

OBC in September 2018,

This OBC will appraise a number of eptions for the development of the sites, using both qualitative and
guantitative analysis in line with the HM Treasury Green Book guidance. It will establlsh the commercial
merits of various development options, determine the optimai de"very aptlon how it Bén be delivered
and the affordability of proposals for the Council. 2 :

3.1.2, Project Changes Since the SOC

An assessment has been undertaken to ascertain i
changed since the development of the SOC. The priorltle
set out within the SOC. .

The strategic sites under consideration rem'aln as’

of the Council's strategic priorities have
strategies are still in line with the position

Table 1 - Strategic Development Sites

3-15 South Street

urrently-surplus to Council reguirements

19 South Street

57 South Street: :‘._Currently surplus to Council requirements

Located in Rayleigh, the Mill Arts and Events Centre is a Leisure
facility under a contract to a provider that is due to return o the Council

in 2022, R R

The Freight Hou‘s‘e' Located in Rochford, the Freight House is a Leisure facility under a
contract fo a provider that is due {o raturn to the Council in 2022. EiER

The MI” Arts and Events -
Centre =

The Civic Suite The Council's main building for democratic activities, accommodating
a Members’ chamber and associated meeting rooms and officas. The
building has back log maintenance issues and is significantly under-
utilised
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3.2. Current Position
3.2.1. Office Accommaodation

The Council area covers an area of 85 square miles and contains ¢88,000 residents. The key
commercial centres are within Rayleigh, Rochford and Hockley and the area benefits from good road
and rail links into London and’is served by a regional airport {L.ondon Southend Airport), the majority of
which lies within the Council’s administrative boundary.

The majority of the Council operation is split between Rochford and Rayleigh. Rochford contains the
main Councii office space where ¢152 members of staff work and the public access a range of Council
services. Rayleigh contains the Council's Civic Suite which consists of a Members’ chamber, associated
Member facilities and Council offices accommodating & small number of Council staff.

Both buildings suffer from a number of operational issues:
1 The Civic Suite is significantly under-utilised: only a handful of staif work in the'buiiding
0 The Chamber within the Civic Suite is typically only used fourtlmes per month on average

[} South Street (3-15) is a convertad building that has lim :'atlons aroy df condition and demgn The
Council has an aspiration to work in a modern, cost effectlve gfvironment and this cannot be
achieved within 3-15 South Street.

0 The buiidings have significant backlog maintenanc
pressure in future years. .

Id create additional budget

The current property portfolio is impacting anf quality ofthe service that the Council is able to provide
to residents and also the Council's underlymg financial posmon It'can reasonably be expected that
without intervention, the position wl%--decl ne further in the years,

3.2.2. Leisure Assets

The Freight House and the Mill Arts éh'ci:'Events Centre are part of a wider leisure contract that is
operated by Fusion Lifestyle. The contract is due to expire in March 2022 and both buildings will revert
back to Council operation from this date: :

The Counc:|l and its par’tners have a number of carporate sirategies that are relevant to consider as part
of this OBC as summarlsed within the diagram below:
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Figuve 1 - Business Strategies

3.3.1. Asset Strategy (2018-2028)

In July 2018, the Council set out its Asset Strategy with:the.
strategic assets across the District with the vision being:"..
P

e-developing a number of key

“An o £ e R L R Iy

CF IO
The plan identified six key stratedic development sites:
South Street (3-15) : 5,
19 South Street &
57 South Street
The Mill;
ThefF'reight House™
8. . Tﬁe Civic Suite
These SItes are the subject of thlS oBC.

d. Events Centre

I

The main objectlves of the, strategy and how the potential re-development of the sites could deliver
upon these objectives are: set out within the table below. Optlons are considerad in further detail within
the Economic'Case;
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Financial

A reduction in  revenue
costs, identification  of
revenue generating
opportunities and
generation of  capital

receipts for re-investment

Table 2 — Strategic Objectives

Any option that proposes a relocation from South Street to a purpose-
built facility has the potential to reduce future running and operating
costs for the Council to a level commensurate with peer benchmarks
by reducing the liability for backlog maintenance costs, as well as
generating capital receipts to help cross fund the rest of the
development works.

Capital receipts could be generated from £ ispasal of some of the
sites and this could include 19 and 57.Solith Street, the Mill Arts and
Events Centrs, Civic Suite or Freight Holse. Oné’ Slte will need to be
maintained as the Council's mam offlce

Regeneration and Place

Improvement of the local
area for residents and
businesses

Options that enable the development’ .of residential units would
generate additional footfallinto the fown:centres at Rayleigh and
Raochford, praviding a. catalyst,:f 3ased economic activity that
could create an improved. night gconomy and alse attract new
businesses fo the arear

An option that proposes the dispc;sal and re-development of the Mill
Arts and Events Centre could alsé.create’a new use for an under-
utilised. asset, ;_a”d also ope _g.lp the site to make better use of the

Transformational

Provision of fit for pur[:tose
accommodation for Council
staff and their parthers

The d'e\}'elopment Te)
a smaller it for’purpose facility that allows modern ways of warking’
through good-design and the use of IT.

ew main office will reduce footprint to provide

The [\lle_mber's; Chamber could provide a flexible meeting space for the

| Council and the wider community. The flexibility of the space will

increase utilisation and meet the Council’s civic requirements but also
provide an asset for use by the public and business community that

has the potential to generate revenue income for the Council.

The re- deve!opmen

ptions set out within this OBC have the potential to assist with the delivery of the

Council's Asset Strategy. The Asset Strategy has also been used to form the basis for the gualitative
analysis of opticns with the Economic Case. Each potential development option has been evaluated
according to how it meets the Council's objectives for its six key strategic assets.

3.3.2. Economic Growth Strategy

The 2017 Economic Growth Strategy sets out how the Council will play its part in driving economic
growth across the district and also the wider region. The Council forms part of the South Essex
Ecanomic area and the Council's Econemic Growth Plan aligns to the ohjectives of the Economic Plan
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for Essex and also the Strategic Plans put in place by the South East Local Enterprise Partnership
(LEP). Some of the key themes of the plan are:

...... Encourage inward investment
[0 Support business growth

1 Develop skills

[ Support new businesses

The Economic Growth Plan sets out how the Council has an aspiration to attract new businesses to the
area and bring forward land for development with a key focus on regeneration, Key elements of the
strategy and how these relate to the re- development of the six strategm sﬁes are set out in the table
below: ,

Table 3 - Growth S’tfbtegy Objectives

Encourage inward | Any re-development plans forthe sites ',hav,et & potential to attract housing
investment and commercial developers, leading to addltlenai investment into the area and
alsc driving economlc growth in Rochford and ‘Rayleigh. This approach may

also attract “follow ~other Eandowners and businesses in

the area.

Support business | The developmer i space will provide cpportunities for
growth axisting businesses tog j | to new premises within Rayleigh and

could alse V. e area. lnvestment within Rochford,
| Velopmentv@nd also the potential to re-develop the Mill
assist traders within the town centre through
glose to the commercial centre. Preposals for a

and network with cther busznesses

Develop skills The development of a number of strategic sites, delivered over a short number

<7 | of years will create a significant amount of development activity within the
district, This will bring with it opportunities for job creation and also training
evelopment opportunities. One of the evaluation criteria of ihe
rement process will be to assess the ability of the proposed organisation
@ generate social value (including training and employment opportunities)
within the District

Support new | The District benefits from excellent rail links to London and the wider region
businesses and an improved commercial offer at the Mill Arts and Events Centre and
Freight House, with meeting space and also office accommodation has the
potential to attract new businesses to the district, providing employment
opportunities and econonic growth within the District.
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The proposed plans have the potential to assist the Council with delivering on a number of the objectives
set out within the Economic Growth Strategy and align to wider Essex strategies,

3.3.3. Financial Plan

The Council's current financial strategy reflects a budget gap of £1.8m; this means that the Council will
need to find recurrent baseline savings to this value each year by 2022/23 based cn 2018/19 budget
assumptions. There are however a number of unknowns which could change this budget gap, including
the Government's stated intention to revisit the issue of negative RSG allocations, the Fair Funding
Review and roliout of 75% Business Rates Retention, all of which will be consulted on over the coming
months. In addition there remain significant risks that cost inflation could continbie to rise and demand
pressures couid be higher than estimated based on current intelligence.

Figure 2 — Medium Tef;n ;?ingancial Strategy

200 1 Current MTFS view to 2022723
15% -
109 -
% - | £i.8mgap
£impgap
0% Vi T T T ]
¢ ' 2000{21 2021/22 202278
{5%) -

(10%) -

The Council has a track record of deliver Ag-8avings and reported an underspend against service
budgets of £1.1m in 2017/18. Plang to-balance the budget for 2018/19 were agreed and are on track to
deliver in‘the current financial year; this includes savings totalling £850,550. Delivery of further
measures to balance the budget from 2019/20 and beyond are being explored and will, to a cartain
extent, be enabled by the successful implementation of the Asset Strategy. The Council will therefore
need to continueiwith its transformation ambition as set out in the Business Plan, to identify further
savings in future years,

The developirent propqsféléf"\rvithin this OBC aim to strengthen this position by —

[ Better alighingjo'h’going property running costs with peer benchmarks through providing a fit for
purpese operaticnal facility for the Council

O Limiting future costs by reducing the overall Council operational footprint and aveiding future capital
lizbilities linkad to backlog maintenance

0 Avoiding future additional running costs related to the leisure properties at the Freight House and
the Mill Arts and Events centre, which are due to return to Council ownership in 2022

0 Seeking to generate third party revenue frem the rental of meeting and events accommodation at
both the Mill Arts and Events Centre and Freight House
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The Business Plan (2016-2020) sets out a number of over-arching objectives for the Council to follow.
These are set out in the table below with key areas where this project has the potential to assist the

Council with delivering on those objectives.
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Table 4 - Business Plan

Become Self-

Sufficient

Financially -

» |ncrease traded services

» Pursue jarge scale commercial
projects

= Social benefits from commercial
activity

+ Use of local resources

+ Provide what is important tc
residents

The development proposals offer the Council the opportunity
to generate revenue income from the retention of some
commercial elemenis of the development Including
commercial office space and renting out the Chamber and
Council meeting space to third parties,

The proposals will also include an allowance for community
space in both the Mill Arts and Events:Céntre and the Freight
House. The flexible approach will allow space to be use by
the Council, third party comme operators and also
members of the local commur‘ttty

Early Intervention
« Manage demand for services
+ Provide good quality homes

s Safeguarding of youngand
vulnerable residents

«  Work closely with parthers

f_ new homes in both Raylelgh and

i

‘Street arid the Mill Arts and Events
e enjlal to introduce over 50 new

The development’

Rochford on Sout
Centre sites:
homes into th

This will provide:homes. for pe :,ple in the area, increase the
Cotricil tax base-for the Gouncil-and assist with increasing
the’ commercxai act:wty wﬁhm those centres.

Maximise Our Assets

o Maximise income and eomal
value from assets . A

':‘that the Councn currently owns.

The epproac_h of fesqehreloping surplus sites, utilising the
returns to cross fund the development of Council assets is
followmg a Counm! ohjective of making best use of the assets

Enable Communities

to

+ Engage with "com‘hﬁenity
and

create - full employment
apprennceshlps

i e

procurement process will also dssess the private sector
spartners approach to employment and training.

3.4. Summary of Orgamsatlonal Overview

The strateglc reasons for m\/estment remain as sef out within the Strategic Outline case and these have
been re-enforced. by additional Member and Officer workshop discussions and analysis of potential

optians.

The Council's financial, economic growth and asset strategies are closely aligned and set out an
aspiration for the Council to improve and protect its financial position, improve service delivery and
make better use of a number of key strategic assets with the District. The potential re-development
options of the sites under consideration within this OBC represent an opportunity for the Council to
maks significant gains on a number of its strategic priorities.
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PART B - THE CASE FOR CHANGE

The case for change is driven by tha long term financial cost of the operating the assets under
consideration with the key factors being the condition and utilisation of the assets.

3.5. Asset Utilisation
3.5.1. Leisure Assets

The Leisure assets at the Mill Arts and Events Centre and the Freight House are due to returh to the
Council at the expiry of the leisure contract with Fusion Lifestyle in March 2022, (IIEEEERIERTED
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Table 6 ~ The Mill Arts and Events Centre Event Analysis

Market / Stall Event 12 0% R

Meeting 54 2% 20%
Show / Seated Event 60 2% 20%
Sports Club 3,156 93% 24%
Party / Social Event 84 2% ' 28%
Wedding 12 0% 5%

3,378 100% 100%

Both venues are providing a resource to the local community‘and- cons'idératlon need':\s} to be given to
alternative venues if an option is progressad that leads to ile d|sposal or re =development of the Freight
House and Mill Arts and Events Centre,

Key consideration needs to be given to alternative:
0 Sports venues or local spaces to accommodate local’ sporting ar

(1 Venues to accommodate social evente and part|es

O Vehues that could accommodate staged events The number of: events is fairly low but could be a
high priotity for the local community. :

The requirement for the sports groups could be accommodated from the existing leisure centres at
Clements Hall or Rayleigh Leisure Centre which both have faciiities to accommodate a range of
activities W|th|n their sports halls and studios & o

Alternative venues for spdrts and afsa the wider socnaE {1ses would include local schools and community
buildings. A market rewew has been undertaken of alterna‘uve facilities and this is set in the table below.

The table illustrates’that a number of alter ative famlmes are available within a 3, 5 and 8 mile radius
of the Freight House and the Mill Arts and Events Centre. These venues range from community halls,
local schools conference centres’ and: prrvate venues,

The small number of farger seated events, requiring a stage could be more difficult to accommodate.

The-fikely solution'to accommodating these events would at one of the local high schools that have a

fixed stage and local facilities to.accommodate “theatre” style events. Of the social venues canvassed,
60% said that they had the facmty to accommodate a temporary stage.
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Table 7 - Alternative Venues

Freight house - . S The mili

Altgrantive venue number Ajterantive venus number

Required buiding type .

Lommunity Meeting Chruch ok school 7 16 16 E 9
Prbeate / Loca) Authority
Leathing venus & Conference i 1 13 10 5
centre ]
Privata [ Local Autherlty
Maenting venue & Conference 1 i 13 16 5
ceriire 4]
Muskc Event / Show School / Private venus 8 4 17 15 7 9
Party [ Social Bvent All 8 g 20 26 g g
Seated Event School / Private venue 8 4 17 15 7 ]
Wedding Private Verue 4] g 7 1 4 5

3.5.2. Current Offices at 3-192 South Street

The utilisation of 3-18 South Street has been asse
desk usage where:

s 3-15 South Sirest has a total floor area of 1,75
» 19 South Street has a total fioor are:

The survey has highlighted that these, bundmgs‘ have 185 desks-with PCs to accommodate 1562
members of staff, which provides a. desk ratlo of 12 desks for 10 mambars of staff. The utilisation study

rives a greater number of desks than is needed and a greater
i giencies in how teams want to work together, with

The Council occ:up_y; :08m2 of space within the building and only have ¢ 6 people working in the office?,
and the Chamber facilities are used on average 4 times per month for Full Council meetings and
planning and licensing appeals. ‘

4The premises also provides an cperating base for ¢.3nr Community Enfercement Officers however these individuals are
necessarily off-premises in order to carry out their function,
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The fixed, traditional “magistrates court” style layout of the chamber does not lend itself to any other
uses outside of the democratic meeting cycle. In terms of utilisation, these types of traditional facilities
are very inefficient.

3.6. Financial

The financial impact of the assets under consideration is driven by both the backlog repairs and the
ongoing running costs of the asset. These figures are set out in Table 9 below.

3.6.1. Leisure Assets

G L R 0 (< service
delivery options following expiration of the contract are being consideted and it'is unlikely that these
two sites would be included within a combined future service provision with the two'leisure centres il

RTINS - 1 clternative use is therefore reqmred to remove the potenﬂal
liability for the Council.

3.6.2. Office Accommodation

The key financial impact of operating the current offices
backlog repairs liahility. Both under-utilise
address ongoing operating issues with ther

frest and the Civic Suite is the
C th amount of investment to

The backlog maintenance estimate made by the-'Council would” include the replacement of key
elementals (heating system, flooring air cond|t|onmg‘ etc. ) and address sxisting known issues with the
buiidings. The investment would likely be made overa 5 year investment cycle and would represant a
significant investment by the Council®,

The investment however, .woul' 3ve a mjhimal impact on addressing the utilisation and layout issues
set earlier within this report, : P

®ltis recognised that this investment is discretionary on the part of the Counsil who could elect to continue a Justin time”
policy. Consistent with both Government Policy and best practice, this OBC assumes this investment will be made to enable
a like-for-like comparison with other options that equally allow for a proper maintenance regime.

®These estimates have been caloulated by the Gouncil. The assumptions have been benchmarked by Gleeds based on
comparable schemes. The assumptions are lower than comparable schemes and are considered prudent.
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3.7. Summary

The Council currently has too much space in an aging portfolio of ass_éts.

The Council has an aspiration to work in an efficient “angd_
accommodation does not facilitate this. The accom 'odatlon is ove
amount of investment to operate at the current levels

ized and needs a significant

If steps are not taken to reduce the portfolio of assets he( 'ounCII s ablllty to meet its Medium Term
Financial plan targets will be materially impacted.
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4, THE ECONOMIC CASE
4.1. Introduction

The options under consideration are now more developed than they were within the SOC. A long list of
options has been developed and these have been refined into a short list of options that have the
potential to meet the Council’s requirements for the 6 key strategic sites.

This refinement has been developed through a series of workshaops and meetings with Council officers
and the MemberWorking Party to explore and understand the operating requirements in a greater level
of detail.

4.2. Critical Success Factors

For Qualitative purposes, the Council have developed a list of critical gliccess factors (CSF’s) against
which each of the proposed options will be assessed. These CSF's are mformed by the Council's
Corporate Strategles as set out at fig. 1. The criteria are set out in:the'table below:

Table 9:— Critical Succéss Factors

1 Does the option have the potential to bring wider economic benefit to o il
the District?

2 | Canthe option facilitate agile working for the Council? ]
Does the option provide a long-term future proof operating solution for

3 : 1] M
the Council?
Does the option have synergias with the Council’s wider property

4 ; 1l M
portfolio?

5 | Can the develop option generate third party income for the Council? = 24

6 | Will the option generate capital receipts? = [l

7 | Is the delivery of the opfmion within the Council's control? %] ]

8 Can the development option bring increased benefits te the community ol il
through the provision of an appropriate community facility?

4.3. Operational Requirements

In order to understand CSF nrs 2 and 3 better, further work has been undertaken to determine the
requirements that any valid option must satisfy in respect of.
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¢+ Democratic spaces
¢ Workplace Accommodation

The main reason for any long-listed option being rejected was that a site was not large enough to
accommeodate the Council's needs (being the main office facilities and chamber). The detail of this is
set out in Appendix J.

4.3.1. Democratic Spaces

Council Members and ¢fficers have taken part in workshops to undsrstand howdhe ¢urrent Members’
chamber and associated Members' facilities are used within the Civic Swte and what the features of
any future facility would be. ST

As set out within the Strategic Case, the existing Chamber is under-utlhsed and due to the existing fixed
layout, the space has minimal potential to be used outside of its formal use as the Members' Chamber.
The ancnlary facilities, such as the Chairman’s office, library and meeting rocms are also rarely used.

groups and iocal businesses.

A spatial requirement is set out within the table belo ot a core spatial requirement of
200m2 for the chamber (WhICh offers a Iarger space th '; amber) with a further 104m2 for

Council Chamber 200 Dividable by retractable wall

Flex Room 21 Meeting room and breakout space
Members' Lounge 20 Dual Purpose room and breakcut space
Kitchen 13 -

AV Cupboard 3 2 x 1.56m? dependant on AV

Furniture Store 23 -

Circulation/Entrance 13 2 X 6.5m? Entrances

WG Facilities 11 Single Men's, Women's and Disabled
Total 304

4.3.2. Workplace
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The Council have an occupancy target of 7 desks per 10 members of staff which is in line with industry
standards and is now commonplace within Local Authorities. To achieve this desk ratio will require the
Councii to adopt new ways of working with a mere flexible use of desk space, meeting space and
storage. This new approach can be summarised in the work settings below:

¢ Focused — This type of setting primarily involves lone working and concentration on a particular
task or project, whether performing research or replying to email correspondence. Typical
settings include the desk, smail pods and hooths.

» Collaborative - Working in a collaborative couple or group involves sharing of idea's,
responsibility, goals and actions to provide a fully considered outcome. Interaction may be face
to face or virtual communication. Typical settings include formal meetlng Tooms, mesting pods,
open meeting spaces and break out areas S

+ Learning - Learning within teams has a typical environment settlng
have approprla’ce fixtures and fitting to allowing ideas to be created a

meetlngs spaces that

mare mtegrated process. Typical settmgs mciudé‘; reetings spaces with softer furmshmgs
break out area's including the kitchen and refr shmen areas :

The Council have a requirement for ¢152 members of sl 0
employees working off-site, providing a total of c166 overall(:
the use of the alternative work settings and an analys&s of o

(known as “neighbourhoods”) the 7:10 qve
analysis of the workplace requirements at thie:

patlal requwement to inform the design,
e néw:main office. A summary of the spatial
environments. The calculation shows a total

A space calculation model has bee_n-._U§,ed to ass”ess.the oV
development cost and running cost’calculations for
calculation is set out in the table below for each o
requirement of 292m?2 for the rrigin,office
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Table 11 - Spatial Calculation

Workplace Consulting - Spa: I d aE
Fochford Diglrict Douneil H glee S
Projeot Handenund ©
Aosuad agils riis - dasks per 10 paaple
Projectinputs
Fogus Privete 107 . B42
Fadids Pod Privals 2 4 8
Touchdawr Privale 1 & 3 .
Cellutar Office Privite o { a
Collaborate iviesting Pod Biivata 2 & L
Clpen Meeting Arsa Privats A B @
Meating soanis - Sl Privilpgied 2 B @
- fion Public 0 ¢ q
Lean igeml Nl NPdegts 5 - g
beeli roorn - Largs | |Pridlensd g g o
Socialise 1Bresk Ot Private z g &
Kitchen/Tea Poiry Privileges 2 5 8
rlest and EaliHub sres  1Privileosd 2 kL] et
cport Hubs Privata 4 - L3
B26
i)
prd
165
992
Total NIA (M2} | 992 |
342 per Workstation i 9.27 !
2 per Pergon ! §.52 E
- Traditional Workstalions (Nr.) 107
Fiphte Hasdoount (Nr.) a2
Alterpalive setiings i_Nr.]_ 7
Allernative seals (e g
Totul seats pravided [Ne.j a8
gt Jochors: PG5 400cnen) 152
Sharage [m) 152

4.4. Long List of Options

A jong list of delivery options was assessed for each of the sites and this list is set cut at Appendix A.
The list was assessed by a working party of Council officers and Members with an assessment made
of whether the long list option had merit to proceed to a short list where a scoring exercise would be

undertaken.

6.43




Rochford District Council bt
Outline Business Case ’ gleeds

The main reascn for any long-listed option being rejected was that a site was not large enough to
accommodate the Council's needs (being the main office facilities and chamber),

An aption for the Council to acquire a third party site for the development of a new office and chamber
was also rejected on the basis that the option would be high tisk (as the slte would not currently be
under the Council's contrel), it would add additional capital cost to the scheme and the Council's Asset
Sirategy has a core objeciive of making use of existing Council sites.

The option of demolishing the Freight House and re-developing the site whole site was considered
within the long list but rejected on the basis that the demolition did not receive the support of the
Planning Authority, The Freight House is locally listed, located within the Conservation Area and
Rochford Town Centre Area Action Plan (RTCAAP) (Policy 9) states that “theFfsight House is an
attractive commercial building and should be retained”. P

The RTCAAP identifies the area to the south of the Freight House as, n opportunlty site where B1
{office) uses would be acceptable.

gualitative analysis. Only a "Do Minimum” and private sector d Velopment "t|on have been onsidered.

The long list has & Do Mlmmum option which represents a level of inve; ment needed {0 address the
current condition within the buildings and to carry out-g-minor refurblshment There is no “Do Nothing”
option, the Council need io mVest a minimum amount of capltal to: address the condition of the current
estate.

4.5. Qualitative Evaluation Process

The qualitative evaluation processed focused on range--of op’uons for each of the six key strategic
sites under consideration and this analy31s is set out at Appendix B.

It needs to be recognised however that the re- deveiopment of some sites is impacted by decisions
made on other sites. The te- deve!opment of South Street for example drives the requirement for the
Courcil to utilise an alternative site for a main office. This alternative site must therefore be the Civic
Suite, The Mill Arts and Events Centre or the Fretght House. Key observations made within the scering
session:

0 3-15 South Street‘h
outcomé ‘heing develo
deyelgpment which cou

or re-developrment for Council use with the more likely
hird party use. The initial preference was as a housing
mulate the local centre and create a town centre residential offer

0 The Civic Suite does not meet the needs of the Council and is expensive to maintain for what is an
‘under-utilised asset. The srte has development potential for hoth commercial and housing use.
There could be potential to align development work the neighbouring property owned by the BTMK
legal practlce

+ The Mill Arts and Events Centre is a key strategic site for the Council in the heart of Rayleigh. This
is likely the most valuable asset with the Council's strategic portfolic. (GGG

|
L

The inter-relationship of the sites impacts the options that can be pursued. Ne option can be pursued
for example that sees all sites disposed as the Council would not have a development site for a new
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main office and chamber. The option of securing a third-party site was rejected on the grounds that the
Council has a policy to utilise their existing assets.

The decision tree below assists with explaining the process.

Figure 3 - Decision Tree on Site Selection

19 South Street

RE- I}EVELOP H
WITH SRIVATE §7 South Streat

316 South Strpet
The W
Tae Clvic Sulte

Thé Fraight House

*®

- An appropiiate glzed Ity st

can still be retalned Within an asset Whens She-pivate seokor
I8 the maln accupant

o

4.5.1. Short-Listed Option

The short-listed options are. $ the tables below. In all cases, the term “disposal” is intended to
mean the safe of the site on old ar materially unencumbered long- -leasehold basis, allowing the
" re- developed j@r residential and/or commearcial uses (alongside any retained

the mterest in which may be sold onto retail managers or private

3-15 South Street Refurb for ongoing | Disposal and re- | Disposal - and re-
Council use development development
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19 South Street Disposal and re- | Disposal and re- | Disposal and re-
: development development development
57 South Street Disposal and re- | Disposal and re- | Dispcsal and re-
development developmeni development
The Mill Arts and Events Disposal and re-
Centre . development  but Develop new

Continue to operate
post current leisure

building for the

retain a proportion | -l (office and

for community use

contract and Council touch Sgnimzﬁ&) use and
down space y
The Freight House Refurb  and new

build extension for
Council (office and
Chambet) and
community use

Continue to operate
post leisure contract

Continue to operate
post leisure contract

The Civic Suite | Refurb for ongoing | Disposal  and  re- Disposal and re-
Council use | development development

Option 1 — Do Minimum

This option would see the: Councn con ﬂue to operate from 3-15 Scuth Street and utilise the Chamber
and offices in Rayleigh at th‘e Civic Su;te.-’The leisure operations at the Freight House and Mill Arts and
Events Centre would return o the Counil upon expiry at 2022, with the Council taking over their
operation as Ie|sure facil Backlog repairs would be addressed for all retained buildings. The
buildings at 19 and 57 South Street ‘wollld’hot be required by the Council under a Do Minimum option
and would Be d|sposed

Option 2= Consolldatlon of Councn Operation at the Freight House

A re- development option at the Freight House would see the Council utilise the existing Freight House
for use as a flexible Members’ Chamber to be used by the Council and the wider community. The facility
would have meeting'space available for use by local community groups and businesses,

A new extension to the Freight House would be required for the Council's main office and the existing
buildings at 3-15 South Street and the Civic Suite would be disposed as they would be surplus to the
Council's requirements,

Under this opticn the Mill Arts and Events Centre would also be disposed with an element retained as
a "community hub”, The hub would house a community events space, RRAVS, CA, OACS and a Council
touch down point. Receipts generated would be used to cross fund the development of a new Council
office and Members” chamber at the Freight House.
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Option 3 -~ Consolidation of Council Estate at the Mill Arts and Events Centre

An option to consolidate the Council's operations on the Mill Arts and Events site would see the existing
building demolished and a new building developed housing the Council's main office and a Members’
chamber. Flexible space would be deveioped, available for hire by community and business groups.
This option would see the Council dispose of 3-15 South Street. The Freight House would be retained
as an ongoing leisure asset post 2022,

4.5.2. Scoring of Options

The qualitative scoring of the options by the Councii officers and Member group is set out within the
table below. The table demonstrates that the Do Minimum option scores poorly:at 52 points with options
around consolidating at both the Freight House and The Mill Arts and Events Centre scoring at 114 and
96 respectively. :

Table 13 - Summary of Short Listed Scoring

-term revenue and capital costs of each of the options and
o) compare all optlons on a like for like basis, the

Optimism'bias is an approa b recommended by HM Treasury that adds an allowance to the estimated
base cost of-aproject based on the level of uncertainty inherent within projects that have a high level of
immaturity in time:.cost'and scope terms. This approach reflects trends over many years and a huge
number of projects/programmes that the public sector under-estimates time and cost alowances at the
early feasibiiity stage of a project. HMT recommend that the upper bound of optimism bias for
construction projects such as those proposed by the Council is set at 4% for duration (programme) and
24% for contract price, creating a total optimism bias of 28%. Consistent with the approach, these levels
should be retained and used unless there are clear, project specific activities that have been completed
that increase project maturity and as a consequence, allow levels of uncertainty to be wholly or partially
mitigated.

This optimism bias summary is set out in the table below with a detailed assessment set out at Appendix
C. The upper bound optimism bias has been reduced for this project from 24% to 11.35% in respect of
contract price and the works duration reduced from 4% to 1.64%, providing & total optimism bias
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adjustment of 12.99%. These reductions are a reflection of the information available on the various
aspects of the programme and the work completed to date by the Council that has reduced uncettainty.
The optimism bias adjustment will continue te be developed as the project progresses and costs and
duration become more certain in line with guidance and good practice.
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Table 14— Optimism Bias

Procurernent 0.18 4.68
Project Specific 0.10 0.66
Client Specific 0.88 3.25
Environment 0.43 0.6
External Influences 0.09 216
TOTAL | 1.54 i1.35
UPPER BQUND 4,00 24.00

4.6.3. Risk
A risk log has been developed far the projg

o allow the prOJect team to Iog, track and mitigate key
project risks as the projects developg, fro e business case stage through to procurement and
delivery. The key risks at this stage relate to the Iev_; of demgn undertaken to date and common political,
plarning and economic risks a’c is early stage of{fhe prOJect

Demgn risk, W|II be m|t|gated as ne prOJec Velops ar}d agreater level.of design work is undertaken.
-3 assessed ‘as part of the procuremant process. It is at

4.6.4, Assumb't'iéns within Economic Appraisal

Guidance dictates that the Economic appraisal must quantify the financial benefits that arise as a result
of each of the options heing considered. The key financial elements within the economic appraisal are
set out below.

The options are compared using net present value analysis of the cashflows over a 30 year term,
discounted at a rate of 3.5% to allow each of the options to be compared.

O Revenue

¢ Running Costs — Reflects the current running costs associated with the operation of
the asset and includes maintenance, utilities and business rates. (REIRIEERED
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0 Capital

o]

An allowance has also been made to cover
temporary office rental costs for CA, RRAVS and OACS for the period when the Civic
Suite and the Mill Arts and Events centre are unavailable,

New Revenue Income — This represents the income that could be generated from
renting out the community facilities at the re-developed Freight House and Miti Arts and
Events centre site. The figure is net of the additional caretaking cost that the Council
will incur to service the bocking at both buildings. Prudent assumptions have been used
for the revenue income.

The revenue cost assumptions are set out at Appendix F.

New Build and Refurbishment — This represents the céjo ost of developing new
accommodation en the Freight House and Mill Arts and Events i ntre sites and also
addressing backleg maintenance issues on the existing assets under.a "Do Minimum®
option, E

Capital Receipts ~ These are the receipts geherated from'the disposal of surplus sites.
The Financial Case sets out a range of delivery structures for the re-development of
the sites and these structures have a range of féturns and risk profiles for the Council.
Within this Economic Case, a traditional Iand sale option has been assumed, with the
Counail taking no development risk. This<approach.generates the lowest return and
incurs the lowest risk from the options urider ¢ rderatr_on_ providing the most prudent
position at this early stage.

The option has a minimal Ievel of capltal rnvestment at £0.8m, reflecting backlog maintenance which is
partially offset by the recelpts generated from 19 South Strest and 57 South Street.

The Do Minimum option is the_base-optlon against which all other options should be considered.

Table 15 - Qption 1 (Do Minimum) NPV Analysis

2020 202

REVENUE
Running Costs (16,408) (280) {186} {447} {447} {447)
Net Revenut Income 0 0 0 0 o 0
TOTAL REVENUE COSTS {16,408) {180} {180) {447) {447} {447)
CAPITAL
New Build and Refurb {786) {131) {131} {157) {157} {157)
Capital Receipts 277 277 0 0 0 0
TOTAL CAPITAL (508} 146 {131} F157) [157} {157}
\TOTAL LOsT {15,917}| {34} {311} {604) (604} {604)

130 Year NPV @ 3.5% {10,108}
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4,6,6. Option 2 - Consolidate at the Freight House

Option 2, to consolidate the Council operation at the Freight House, utilising the existing building and
adding a new extension has the lowest cost NPV of all options considered at £5.2m . The option benefits
from —

e The running costs reflect the ongoing cperation of a minimum. 00m
assumption would be tested and explored through market testlng atid dialogue) at The Mill Arts &
Events Gentre retained within the new development and 125m2%ffice space fo RRAVS, CA,
QACS and a Council touch down point (these detailed furth sectlon 6.33).T ce space is
provided on a temporary basis for the duration of the redeve opment of the site to ensure continuity
of service ~this creates an additional revenue cost for th i period {(yearsi3 and 4 in Table 15 below).

lite- ‘as‘these sites are disposed of

mmunlty space (this

[1  No backlog maintenance at 3-15 South Street and the Civi

(1 The majority of the capital cost for the re- development of theﬁe@ht House can be re-fundedfrom
the receipts generated from the dlsposal of the Mill Arts and Events Centre the Civic Suite and 19
and 57 South Street. i

The Financial Case sets out how this opt|o
and revenue budgets.

Indicative sketches for the deve

REVENUE

Running Costs {7,750} (180} {180) (264) {264) {254}

Net Ravenue incoms 167 0 4] (22) (24) 6
TOTAL REVENUE COSTS {7,643) : {180} k=93] {286) {268) {258}
CAPITAL

New Build and Refurb {3.456) (864} {2,592) 0 c 0

Capital Receipts 2,833 277 1,706 B49 0 0
TOTAL CAPITAL [623) (587} {895} 849 1] 0
|TOTAL COST {8,266)| (766} [1,065) 563 (288) {258)
130 Year NPV @ 3.5% {5,276)]
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4.6.7. Option 3 - Consolidate at the Mill Arts and Events Centre

The option to consolidate at the Mill Arts and Events Centre has an NPV cost of £8.9m which is higher
than Option 2 to consolidate at the Freight House but lower than the Do Minimum option. Although the

option benefits from a reduction in operating costs compared to the Do Minimum option, it is impacted
by -

+ The removal of the capital receipt on the Mill Arts and Events Centre site of £1.1m. If the Council
occupies the site, then this cannot be generated. The Mill Arts & Events Centre is the Council's
most valuable site as it has the potential to e developed for both reS|dent|aI and commercial uses
within what is @ mature market within Rayleigh

jneed to develop a new office
'7_g able to uilhse the existing

» A higher new build cost compared to option 2 as the Council
and Members’ chamber on the site. Option 2 has the bengfi
Freight House building for conversion as a Members’ chgr

REVENUE

Running Costs {9,267) (180Y {180) {318} {318) {3183

Net Ravenue Income 105 0 0 {243 {24} [
TOTAL REVENUE COSTS (9,162) {180} {180} {342} {342} (31}
CAPITAL

New Build and Refurb {5,259) {1,315) {3,944} 4] v] ]

Capital Receipts 1,774 277 0 1,457 0 0
TOTAL CAPITAL i {3,485) {1,038} (3,944} 1,497 0 [
{TOTAL COST {12,687)| {1,217 {4,124} 1,155 {343} (312)
30 Year NPV @ 3.59 {8,878}

4.6.8. Compatison of Optfé;ns

fthe optlons is set out in table 17 below. The table illustrates that option 2, to consolidate
the Council's opefation at the Freight House site and to dispose of the Civic Suite, 3-15 South Street
and the Mill Arts and Events centre (retaining a proportion of community space) has the lower NPV of
the options considered.
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Table 18 — Comparison of Options

REVENUE

Running Costs {16,408} {7,750 (9,267}

Net Reverie Income g 107 105
TOTAL REVENUE COSTS {15,408} {7,643} {5,162}
CAPITAL

New Build and Refurb | {786) {3,456} {5,259}

Capital Receipts 277 2,833 1,774
TOTAL CAPITAL {509) 528 {3,485)
[TOTAL COST 116,917) {8,266} 112,647)
[30 Year NPV @ 3.5% {10,108) {5,275) 18,878)

4.7. Economic Analysis

In making value-based decisions, F 1
monetising qualitative scores to %sfabhsh a clearer basis 16
project cost and the evaluated J its.

This is achieved by using the N~ @ sis:and guality scopes to produce an NPV cost per benefit point
figure. The lower the cost’ ' the more effect ive the option. This analysis is set out in the

table below.

The analysis :Iustrates that -Optlon 2, rep esentmg the consolidation of the Council operations at the
vith a refurkishment generates the lowest cost per banefit

derstanding the relationship between

point at £48

Table 19 — Surmmary of Economic Analysis

Quailtative Score 52 114 - | 98

Cost NPV £10.1m | £5.3m - | £8.9m
Cost per Benefit Point £194,231 £46,481 £82,708
Rank 3 1 |2
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Differential from Best
Option

317% - 99%

4.8. Preferred Scheme

Option 2 has therefore been identified as the preferred option in this Economic Case. Subseguent cases
in this OBC will now focus on the delivery and affordability of this opticn. Option 2 will now be known as
the ‘Preferred Scheme’.

4.8.1. Democratic Space

The proposal is to covert the existing Freight House structure to accommodate
ancillary space and Council meeting space. The ground floor of the Freight Hou
600m2 of space with an additional 300m2 on the first floor, providin

Members' chambet,
3.gan accommodate
ilities larger than those existing.

The proposal to use the Freight House to accommodate the M
of the ground floor space with the remainder being used far:

bers' chamber will tak roughly half
O Toilet faciiities
0 Kitchen space REDN _
O Meeting room space to be used by Members, Council-officers aﬁ&t_hir_d parties.

The design overleaf is an example of how thé space can be confi d for Use as a chamber.. Additional

layouts demenstrating the flexibility of the space'are set out t appendi
same space to be available for community use when not in_

dix K. This flexibility, allowing the
for democratic activities, is created by:
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4.8.2. Workplace

The preferred scheme proposes to utilise the existing Freight House of 918m2 and develop 992m2 of
additional space in & connected new building.

— ]
e
]

The proposal to replace the operating space at South Street and the Givic Suite with a re-developed
facility at the Freight House will iead to a reduction in space of 678m2 or 21%. With the inclusion of all
assets under consideration, the spatial reduction is 3,189m2, equating to an overall reduction of 61%.

Tablé 20 — Spatial Summary

The Freight House ~ Existing 918 918
Thé Freight House — New Build Office - 992
The Civic Suite 848 -
3-15 South Street 1,750 -
18 South Strest 367

57 South Street

The Mili Arts and Events Centre 1,733 1257

TOTAL 5,616 2,035

" Excludes the {00m2 set aside for community use
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5. THE COMMERCIAL CASE

5.1. Introduction

The purpose of the commercial case is to set out the planned approach that RDC will be taking to
ensure the successful defivery of the preferred scheme. This will include developing a commercially
robust procurement that achieves a best value for money solution for the Council and enables the
Council to achieve its strategic objectives.

The European Public Centracts Directive is transposed into UK law by the Public Contracts Regulations
2015 and the Procurement (Scotland) Regulatians 2015. It governs the procurement activities of public
sector bodies and stipulates when an EU compliant procurement process must, be undertaken.

The value of the works on the Freight House, combined with the Council’s, appetlte to have influence
ovar the development content on the Mill Arts and Events Centre site sz! uit in an EU compliant
procuremeant process needing to take place. o

The European Union (Withdrawai) Act 2018 means that in the event of Brexit, the requwements are
unlikely to materially change post-March 2018 ~ i

5.2. Project Sequenging

The sequencing of the projects to create the programme of dehvery”dr the preferred scheme are sei
out in the table beiow:

Table21 - Project Sequencing

PLAN A PROGRAMME -

PROJECT SEQUENCING

Development of QBC £
Development of FBC = L2 B 1
Procurement B '_:‘- ." J e - !
Warkplace Strategy T "ﬁf/f/ﬁ !

Frogression cfPIannlng

Development of 18 &57 Scuth St B
Development of tha Mill:
Develop The Frenght House (Cham
Devalop The Freight House {(New Bu\ld
f the Clvic Suite
f

WM N B oW N o=

=
= O

3-15 South Streat

Procireman Leisurg
t Coptract

The table |Ilustrates It at the small sites at 19 and 57 South Street could be re-developed early in the
programme gs they have limited impact cn the operating activity at other sites. This would allow cash
to be realised sooner to fund other activities.

The re-development of the Mill Arts and Events Centre and the Freight House could happen
concurrently after planning has been secured on both sites. This approach would impact the availability
of community space at each of the two buildings however and this approach is uniikely to be acceptable
to wider stakeholders. The Mill Arts and Events Centre disposal has therefore been phased until the
completion of the Freight House chamber element (which provides community space) to mitigate the
loss of community event space.
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The completion of the new main Council office and Members’ chamber at the Freight House will snable
the Council to vacate both 3-15 South Street and the Civic Suite in Rayleigh, leading to the disposal of
both of those sites.

5.3. Procurement Route

The first consideration to make regarding the procurement of the project is type of procurement process
te be adopted. _

5.3.1, .Open Procurement

The open approach is generally used where the procuring authority has a high degres of certainty
around what it wants to procure. It is more often used in the procurement of services where the authority
doesn't need to pre-qualify bidders, a high number of bids are receivad and:generally the lowest priced
bid is awarded the project. Such a process is generally intended for the purchase of commodities.

5.3.2. Restricted Procurement

The restricted approach is more appropriate when the autﬁb’r‘ity&wants pre-ualify bidders to reduce the
number of prior to tender, allowing the authority to evaluate @'limited' number of proposals. Bidders
would have to meet a minimum standard set out within the Pré:Qualification Questionnaire (PQQ).
Under this route however, the authority would still have toF igh degree of certainty around the

solution for the project as it must be fully specified and théf’igpb_ﬁ ach dogs:not allow for any negotiation.

§.3.3. Competitive Procedure with Negotiation "' . *
The Competitive Procedure with” Negotiation is intendeéd for. use when the Authority is able to
substantially articulate its requirements but.there -are some“requirements that could be open o
interpretation by bidders. The process seeks to establish atendered position with each bidder in similar
fashion to the restricted procedure above, however it provides the Authority with the right to exercise a
right of negotiation where' it is considered that the tendered outcomes do not whotly align with
expectations or there are; aspects of the propgsed solution that the authority believes could be
reconfigured to provide better value for money (always with reference to the same evaluation and awarc
criteria). el

5.3.4. Competitive Dialogue

Wheﬁ'r'e"t.he solution_'.fdr the projkécﬂ:t is not fully developed and the authority wants to work with bidders to
develop proposals, Competitive Dialogue is more appropriate. The regulations set out a number of
condit]ons___for the use of Com:petitive Dialogue —

[l The needs of the
solutions; or.::

ontracting authority cannot be met without adaptation of readily available

The requiremerits include design or innovative solutions; ar

U The contract cannot be awarded without prior negotiation because of specific circumstances related
~ to the nature, the complexity or the legal and financial make up or because of risks attachaed to
them, or

[1 The technical specifications cannct be established with sufficient precision by the contracting
authority with reference to a standard, European Technical Assessment, common technical
specification or technical reference; or
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m Anopen/ restricted procedure procurement has been run but only irregular or unacceptable tenders
have been submitted

£.3.5. The Preferred Option

The Council will want to test bidder's proposals for a number of key areas and these proposals are not
yet fully developed, can be complex in nature and require different approaches to design. Key areas fo
test will be: S

(0 How bidders approach the devetopment of a new Council main office at
proposals make best use of the existing asset o

Freight House and how

1 The viability of the community space at the Freight House and the_'r\}l'i-til Arts and Events Centre

0 How development returns from surplus sites can cross fung: pment of {h'e'new Council
office accommodation .

1 The impact that proposals have on the delivery of qcohb ; ﬁ{ayleigh and Rdchford

{ses on the properties in South
ay propose alternative soiutions

[0 The approach that bidders take to the developmetgt__;c?j i
Street, The Mill Arts and Events site and the Civic'
including commercial, residential and leisure uses

As the Council is unable to fully articulate iand wishes to influence the
outcomes deliverad on each site, the Open.orRe not appropriate. The Competitive
Procedure with Negotiation route may. be possibis t it is-considered that the number of variable
elements across the sites is such thavit will not be easy to establish a robust baseline position with all

bidders from which negotiation ntake place.

ogue pg@cess offers the most suitable procurement route available
ncil-opportunity to work with bidders to influence the final sclutions.
ined as possible, it will be important to establish a clear dialogue

On this basis, the Competitivé:
for this project, as this allows the
To ensure that the process is as stréay
plan to drive the process aff(g;_ctively.

able fdr Flow the procurement is packaged -

The multigl It approa ;-s\.w:;ould see the Council procure a strategic partner for the delivery of the
strategic sites{hat yvog_ltfl have predominantly private sector uses. Under the preferred scheme this
would be all sites other than the Freight House. This would form lct 1. :

The approach would allow the Counci to take a number of comrercial positicns for alternative sites
that reflect the Council's appetite for risk and reward. This would include a low risk option for the
development partner to take the sites forward themselves and joint venture approaches that would see
the Counclt share development risk and return. These structures are set out in more detail within the
Financial Case.

Lot 2 would be a separate design and build contract for the re-development of the Freight House. This
approach would see the Council develop its design requirements and take a design and build contract
to the market.
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5.4.2, Single Lot Approach

All elements could be procured within a single lot. The Council would procure a development pariner
and form a joint venture. The development JV would then procure a design and build contract on the
Freight House and would also progress the development of the remaining strategic sites. Alternative
commercial arrangements would be possible on individual strategic sites as under the multi-lot
approach.

Fig. 4 - Single Lot Approach

Eresign et Build

Altarmatbg
conimerGial

a I'l‘ﬁlﬁ@ﬁﬁhl}t‘ﬁﬁ for
il gt

The Council have a desrre fé-run a srng]e'procurement and the expertise should be available within the
market to develdp the Council accommodaticfiand also take forward the re-development of the surplus
sites. The smgle procurement also’ offers a Iarger apportunity for the market.

5.5, Procurement Process

The procurement process is set out in fig 4 below and key dates for each of the stages is set out in table
19. The process follows 6 key stages, commencing with the publication of the PIN through to short
listing &t the prequalification stage. It would be appropriate to take three or four bidders into a dialogue
process held over two Stages with de-selection of bidders after stage three, taking two bidders into the
final stage and requesting final tenders,

Fig. 5 - Process
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 Stage -,
o Award

&

The timing for the key deliverables is set out below shows a ten mon‘sh‘p'rocess' fdt;‘t'heh- procurement of
the preferred scheme. This is an efficient timetable that requires collaboration from Bid
guarter 4 2019 end date. . '

Stage 0 = draft all procurement documentation in preparation | Dec 2018 Feb 2019
for market launch an

Stage 1 - Issue OJEU notice End Feb 2019

Stage 2 -PQQ completed and returned: evaiuaﬁe responses | Mar 2019 Apr 2019
Stage 3 ~ Issue the ITPD document to the shortlisted bidders | May 2019 June 2019

{likely ¢3). Undertake dialogue meetings with bidders during
this first phase of dialogue and review responses. One bidder
may he deselected from the process afler this stage

Stage 4 — Hold further dialogue mestings with bidders to July 2019 Aug 2019
discuss proposed solutions to the strategic sites.

Stage 5 — Close Dialogue,  Issue ISFT, receive bids and | Sep 2019 Oct 2019
evaluate those tenders '

Stage 6 — Finalise and Award confract Nov 2018 Nov 2019
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5.6. Procurement Criteria

A proposed procurement criterion for the PQQ selection” questloanalre is set out in table 20. This
criterion would assess the robustness of the bidder through*“ number-of responses linked to their
financial and legal standing. A range of scored questlonswould the_n assess their historic track record
of delivery. The PQQ process assess whefher the b:dder is strong’er ough to bid for the scheme based
on their sianding and track record. :

Table 23 - PQQ Selection Criteria

Company Information Pass / Fail
Declarations and Conflicts of Interest Pass / Fall
Insurances Pass / Fail
Financial Status Pass / Fail
Health and Safety Fass / Fail
Experience and Capability Scored
Quality Management Scored
Environmental Management Scored
Jobs and Skills Scored
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The dialogue process will focus on the bidder's solutions with bidders demonstrating their ability to meet
the Council’s requirements on a sample of the sites. This would likely be a design for the Freight House
and the Mill Arts and Events Centre as these are the two largest sites and a strong approach for these
sites would indicate and appetite and ability to deliver across the wider portfolio.

5.7. Commercial Case Summary

The Council's desire to test the market and work with bidders to define proposals for the development
sites and encourage innovative approaches on the Freight House site would lend itself to the use of the
Competitive Dialogue procurement process. The likely structure of this procurement would be via a
single procurement for the Freight House and the surplus sites.

An efficient process could commence in January 2018 and he comple’ced by the end of 2019 but this
relies on a collaborative approach being taken by bidders and the early development of procurement
documentation by the Council.
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6. THE FINANCIAL CASE
6.1. Introduction

This Finance Case ssts out the whole life financial costs associated with the delivery of Option 2 - the
Preferred Scheme, as described in the Economic Case.

It also sets out the whole life financial costs associated with the delivery of Option 1, the ‘Do Minimum®
option. This is not a viable option as it does not meet the Council's objectives but is used as a benchmark
for the Preferred Scheme.

The Finance Case differs from the Economic Case in that it deals with the financial and funding
implications of the project for the Council. This includes assessing cash flows associated with funding
the capital cost of the new development, the cost of any borrowing and the |ong~term impact on revenue
costis. :

6.2. Capital Costs

existing Freight House building and a new build extensnoh'
included within Appendix E.

U The new build cost is based on a BCIS Industry be for-the construction of office buildings
within the South East of England. The cost exercnse I5es the spa‘ual estimate set out W|th|n

o Inline with HM. Treasury gwdance optimi
analysis setolt Wlthln the Econcmic Ci

bias and risk has also been included as per the
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Table 24— Capital Cost

New Build (Cat A) Office 1,680,319
Clearance within the Freight House 24,875
Refurbishment of the Freight House 493,571
Fit Qut and AV Equipment 288,500
External Works 65,000
Sub Total 2,562,265
Prelims 204,181
Profit and Overhead 165,897
TOTAL CONSTRUCTION COST 2,922,343
Optimism Bias 378,904
Risk 153‘347
TOTAL (INCLUDING RISK AND OB) 3,455,594

These two elemen _
that as the project-progresses and mature
estimates or'tendered costs. Risk:Wi

eé\:._r_n'a'haged in the usual manner, with a detalled risk ragister
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6.3. Capital Receipts
§.3.1. Level of Return

The potential returns that the Council could generate from the disposal of the surplus sites is set outin
the table below. These retums reflect the low risk option of a developer taking all risks and the Council
receiving & capital receipt for the site. Alternative structures that could see the Council take additional
risk and therefore generate additional returns are set out at later within this Financial Case.

able 25 Capital Receipts®

19 South Street Residential development 158,000

57 South Street Residential development 119,000
3-15 South Street Residential development 849,000
. . : Residential development with the 648,000
The Civie Suite potential for commercial use also
Residential development with 1,058,000
The Mill Arts and Events Centre commercial, Council and community

uses on the ground floor

TOTAL 2,832,000

6.3.2. Profile of Retu

The cash:profile of the potential receipt s set out in the table below, 19 and 57 South Street can be
disposed:of early in the programme and the properties have minimal impact on Council operations. The
Mill Arts and Events Centre site and the Civic Suite can be disposed of towards the end of 2021 when
the refurbishment of the Freight House is completed. The final capital receipts relate t6 3-15 South
Street which can only be realised when the new build extension o the Freight House is completed.

Table 26 — Profile of Capital Receipts

2020 2021 022 2024
3-15 South Street 849,200 - - 849,200 - -
The Mill 1,058,400 - 1,058,400 - - -
Civic Suite 648,000 - 648,000 - - -
15 South Street 157,810 157,810 - - -
37 South Street 119,123 119,123 - - - -
. 2,832,533 276,933 1,706,400 849,200 - - -
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$.3.2. The Miil Arts and Events Centre

The Mill Arts and Events Centre could be a mixed-use development with commercial office space, a
Council “touch down” peint, office space for RAVS and CAB (both Council funded) and community uses
on the ground floor with residential apartments above. The base assumption is th_et the following space
will be retained by the Council — e

[ 25m2 Council touch down point® with a 20m2 intarview space to be aiso uilllsed by RRAVS, CA
and OACS. PR

O Minimum 100m2 Community room available for hire by local groups
s 30m2 held for RRAVS which generates a rental income of £5 000 p

the ongoing maintenance of
the space at a cost of £123.70 per m2'%. A revenue en included for the provision of

caretaking services to facilitate the events within the commt

In 2022 and 2023, CA, OACS and RRAVS will
until the Mill Arts & Events Centre developme
within the financial analysis for this

been completed An allowance has been made

The development of the Council d space reg _‘ifrfee ne‘difeet~cepital contribution from the Council
but reduces the overall capitaliteceipt that the Council is able to generate from the site. The capital
receipt is reduced by £122 0C0 far the mch’s;on of the Council funded space.

The table below sets out the impactfrom increases in‘the amount of space taken by the Council within
the development. It should also be _ted that the gspiration is to create a commercial offer on the
ground floor of the Mill Arts & Events Centre deve]opment If the Council funded space was to increase
substantially, this wouid limit: the amount of corhmercial space available and undermine the ability to
create a commercial office ma within the Mill Arts & Events Cenire development.

ble 27 - Impact of Community Space within the Mill Development

100m2 Community space plus 125m2 for ‘
Council (inc RRAVS, CA and OACS) £122,000 £1,058,000 £27,833

200m2 Community space plus 125m2 for
Council (inc RRAVS, CA and OACS) - £285,000 £915,000 £40,203

®Tha fouch down point is assumed to be a front-counter style service point for councll services with an assoclated workstation.

M ngustry benchmark provided by Gleeds
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300m2 Community space plus 125m2 for
Council (inc RRAVS, CA and OACS) £408,000 £772,000 £52,573

6.4. Revenue Costs

The revenue costs of the Preferred Scheme have been compared agamst the Do Mrnrm um option within
the table below. The revenue costs consist of — ,

e The running costs of the accommodation which are based on mdustry benchmarks and have heen
included at a rate of £123.70m2,

U The assumption within the Do Minimum is that:
maintained in line with industry benchmark after the

U The new revenue income generated from events within t ommunlty space at the re-daveloped
Mill Arts & Events Centre site and Freigh ‘ of carétaking costs to facilitate the

avents. Prudent assumptions hav been.used‘a d th'sbitsmess does not rely on third party income
to be financially viable : -

Note that no income is assumed frol operatrng ina Iandlord capacrty in the commercial space created

by redevelopment. Opportunities for this are discussed further in secticn 6.8.2, however it is recegnised
that this is not the Council’s core busmess

The table and associated chart demonstrate that the Preferred Scheme could generate ongoing annual
revenue savings of in excess of £300, 000 per annum forthe Council compared to the Do Minimai option.

A detailed breakdownof revénue costs and mcome is included at Appendix H.
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Table 28 — Net Revenue Costs

s et Slnod
2023 2025 2026

2020

DO MINIMUM

Running Costs 16,407,815 179,500 173,500 446,500 445,500 . 446,500 588,373 588373

Net New Incoms - - - “ - - - -
16,407,815 179,500 175,500 446,500 446,500 446,500 588,373 588,373

PREFERRED SCHEME

Running Costs 7,750,322 179,500 179,500 263,976 263,976 263,976 263,976 263,976

Net New Income £107,425) 0 o 21,908 23,760 {5871 {5,847} {5.877)

7,643,198 179,500 174,500 285,884 287,745 258,089 258,099 258,099
VARIANCE - - 160,616 158,755 188,401 330,274 330,274

e

evenue Cost Comparison

700,000 . a4 [N S e s 5 J—

1600000 et e

500,000

AQ0000  mmemrrmirmomsim e : - -

202 2023 2024 2025 2026

BO0,000 - mmerenm e e

200,000

106,000

capital costs of £3:455 590 partially offset by capital receipts of £2,832,533. This represents a change
from the SOC which determined that the overall programme would be broadly cost neutral in capital
terms. Whilst this change is in minor part attributable to some changes in assumption on the
costs/receipts, they are largely driven by allowances for risk and optimism bias in preparing the financial
estimates for this OBC in accordance with best practice. The timing of the capital receipts however
dictates that the Council must cash flow a maximum capital gap of £1,472,257 in 2021.

6.69




Roghford District Council

Outline Business Case gleeds&»’

Table 29 ~ Capital Funding

2020 2021 2022 2023 2024
CAPITAL
Cost 3,455,590 863,897 2,591,652 - . -
Receipts (2,832,533) (276,933)  (L,706,400)  (849,200) - .
Net 623,057 586,964 885,292  (845,200) ; -

Cumulative 586,964 1,472,257 623,057 623,057 623,057

The Council could elect to fund this gap with reserves or borrowing-aéh‘d théfa'ssu_mption within this
business case is berrowing. The funding assumption is that the Council would draw down loans for the
capital requirement in year 1 and year 2 and repay these Ioans_}witﬂh;‘.capitasl receipts. The Qouncil would

then have a long-term residual loan of £623,057 {0 be repaid.ovér 30 yaars.

The revised revenue position representing this approach is. set out i_ri_ the table below. The table
demonstrates the Council would pay funding costs o_f £25,'553 in 2920. and £100,212 in 2021, The

residual loan would cost the Council £31,378 per annir

The revised revenue position, with the inclusion of bOrro\iM{ihg cdsf :
significantly lower than the Do Minimum option of £588,373 pet

2020 2021 2022 2023 2024 2025
Running Costs 7,750,322 179,500 179,500 263,976 263,976 263,976 263,976 263,976
Met New Income {107,215} Q 0 21,508 23,768 {5,877} {5,877} {5,877}
Funding Cast {1,004,880} 25,053 100,212 31,378 31,378 31,378 31,378 31,378
6,639,338 204,553 279,712 317,262 319,123 289,477 289,477 289,477

6.6. Scenario Analysis

In finé with HM Tréasury guidance, scenario analysis has been undertaken to assess the impact of
changes in key variables upon the affordability of the project. The key variables assessed within this
business casé are movements in capital costs and capital receipts.

Tha impacﬁt'of cost moverﬁent and capital receipts on the project NPV, 30 year cash fiow and annual
cash flow (with year 5 being used as the base year for analysis} is set out within the table below,

A capital cost movement of up to 20% could add an additional 9% or £25,189 to the revenue position
of the Council. When considering the risk of cost movement, it should be noted that risk and optimism
hias have been added into the capital cost base of the project at a combined rate of 18.2%.

A reduction in the level of capital recsipt generated from the surplus sites of up to 20% could add an
additional 10% cr £28,531 to the annual revenue position of the Council.
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Tahle 31— Scenario Analysis

PREFERRED SCHEME - BASE 5,177,558 6,472,920 283,500

CAPITAL COST
-20% 4,728,991 7,161,903 253,610 8%
-10% 4,953,274 6,317,411 271,605 4%
+10% 5,401,841 6,128,429 295,595 4%
+20% 5,648,553 5,749,480 - 308,789 9%

CAPITAL RECEIPT _
-20% 5,702,806 5,674,069 312,131 10% '
-10% 5440202 6,073,495 297,865 5%
+10% 4,914,914 6,872,346 268,335 5%

+20% 4,626,003 7,311,714 253,643 -11%

In order to stress-test the Preferred Scheme an analysis has been undertaken of the level of capital
cost movement that would be required to bring’ the NPV of the Preferred Scheme in line with the Do
Minimum option. The capital cost wgtild have to mcrease by 270% from £3.5m up to £8.5m in order for
the Preferred Scheme to be lessfal
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6.7. Alternative Development Structures

The financial analysis developed with this business case assumes a level of capital receipt generated
from the disposal of the sites with the Council taking no commercial interest in the development of those
sites. The Council would have no risk beyond the disposal of the site.

The only site where the Council would hold an interest will be the retention of the community space and
Council office on the Mill Arts and Events Centre site but this approach would not include taking
development risk on the development.

Alternative structures are available that could see the Councii take an additiopeﬁ]ﬂlevel of development
risk in exchange for a greater share of capital return from the sites. These options were initially explored

with the Strategic Outline Case and are set out again within the table below:

Iternative Delivery Structures

Less complex for smaller

" |.team.

Complexity to | Low complexity Medium complexity:
deliver Approach™ based "on‘,l-__-_a sites such as 19 and 57
' development, “agreement | South  Street.  Highly
|and programme. “ligomplex  for all  other
‘projects
Resource level | Minimal reqqi’i,ed} A significant amount of
required ' resource is required {either

internal  and
resource used)

external

Skills and expertise
required

Minimal required

The Councii can rely on
developer expertise

Development axpertise is
reguired to maximise value
and value and also manage
key risks.

Funding:,
requirement

;. potentiai
to progress sites
through- planning
(outline) ta

“inerease value,

fundiﬁé

Project would need to be
cash flowed to fund the
Council  accommodation
project. Potential to use
developer finance (at a
cost)

The Councll would be self-
funding the development
costs for all project and
taking the risk that this
could be recouped fromthe
sale of individual housing
and commercial units

heyond planning

Risk Low risk delivery | Shared development risk | High risk  and likely
via a simple | with the development | unacceptable to  the
process but risk of | partner. Coungii on larger projects.
non-delivery by
purchaser

Control Limited control | Shared control via the | All control resides with the
after land sale | development agreement, Council.
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POWErs.

The option of the Council seif-developing should be ruled out. This is a high-risk option for the Council
and would requirs a significant amount of development expertise and resource. The Council.de not
currently have this in place and the recruitment of the resource and the rlsk involved within the
development would be prohibitive.

The more likely option to be pursued by the Council would be to take joint development risk with a
development partner, This approach is set out in the diagram below. The approach would see the
Council form a joint venture with a development partner and invest the S|tes mte,ﬁ e JV. The developer
would match this land investment with cash to enable the JV to have the funds avgilable to complete
the developmenis. All returns generated by the JV, including the cas tch would béshared between
the partners.

This is one example of a joint venture structure and they'b’an take a number of forms, including the
Council baing a minority stakeholder with less than 50% interest with i:the JV. The actual structures
can be tested in greater detail during the dialogue processfdurmg procurement
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Figure 7 - Development Partner Structure

Returns

ild pital returns received by the Council
anhd put those returns at risk. The completlon of t e Mlll Arts Events Centre site is unlikely to be
completed until part way through 2023.  This approach would require the Council to fund the
development of the Freight House for an addmonal year ‘beyond the base assumption of pursuing a
traditional fand sale. :

6.8. Councﬂ Acting: As An Investor'

The dasposal of the sites also 1 'sents the Council with an opportunity to act as investor for the property
developed. Under this op’uonfhe partner would develop out the sites and hand the completed assats
over to the Council for the Council to retain the assets as investments, probably in an arms-length
trading entity. The Council woulcf borrow to fund this approach and repay the long-term funding with the
rental returns generated from the assets.

6.8.1. Housing.;:

The proposals for properties on South Street (19, 57 and 3-15), the Civic Suite and the upper floors of
the Mill Arts and Events Centre involve the development of residential property. If a Local Authority
helds residential property (even within the General Fund) then this property is still impacted by Right to
Buy legislation. A “secured” tenant could trigger a Right to Buy request and receive a substantial

discount on the value of the property. This approach would be commerciaily unviable for the Council as
an investor.

Local Authorities who invest in residential property set up an arm’s length trading vehicles and grant
tenants an "assured” tenancy which is typical within the private residential letting market. This approach
falis outside of Right To Buy legislation but would require the Council to set up a separate trading entity.
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The management of residential property can also be intensive with the lstting and ongoing maintenance
of the properties. Locai Authorities can accommodate this if they have an existing portfolio of properties
and can achieve economies by adding additicnal properties. The Council does not currently managea
partfolio of residential property and the management of individual units could be prohihitive.

The scale of the residential development oppaortunity does not justify the creation of a separate
development entity to hold and manage the properties and the Council acting within an investment
capacity should be ruled cut. The Council already has a vehicle established which could be purposed
for this function, however it remains that this activity is wholly outside of the Council's current aperations
and it would represent a material new risk to the Council finances at a scale that may be inappropriate
from a governance perspective. e

6.8.2. Commercial

The more likely investment role for the Council would be to hold the commermal office accommaodation
at the re-developed Mill Arts and Events Centre site. Under this approach the Council would borrow to
purchase the completed assets from the developer and let the _1;3 out to individual tenants The rental
income would be retained by the Council and used to repayt _ orrowmg costs with any-susplus being
retained by the Council.

The chart below shows the potential profile of the mvestment Key assump ions are:
e £16 per sq. ft rental income with a void rate of 10% [
[1 6,620 sq. ft of commercial space based on the initial de3|gn proposals

« Purchase cost of £1,323,897 based on'the developmenttappralsal completed on the Mill Arts and
Events centre site R ‘

i Borrowing rate of 2.8% (annuity).over 3C years:.

Figure 8 - Qffice Investment
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The potential for the Council to invest in the commercial office space could generate a net return to the
Council of £30,000 per annum™. This surplus will increase due to inflation within the local rental market
but the funding cost will remain stable with the use of a fixed annuity.

The Gouncil taking this investment approach also has other advantages —

0 The Council would be de-risking the development for the development partner. The developer is
unlikely to take the development forward unless pre-let agreements can be secured on a number
of the commercial units to provide the confidence required. This could delay the development. An
approach where the Council bought the assets and heid them as investments would remove this
risk for the developer.

[1 The Councit could continue fo hold the office space in the long term or se!l_tﬁe investment when the
units where fully occupied, and the risk was reduced for potential purchasers. This would generate
additional capital income for the Council for investment into future schemes or pay down the
borrowmg on the Fraight House re-development. ;

6.9. Summary of the Financial Case

The financial case demonstrates that the Preferred Scheme |e mgmfxcanﬂy maore favourable than the
Do Minimum option with an annual revenile saving of aver £308:000 per alinum. The Preferred scheme
will require a capital investment by the Council to cash:flow the re- development of the Freight House
site and this investment will be partially re-paid from caplta] receipts but a long-term loan of £623,057
will remain costing the Council £31,378 per annum.

The Council could |mprove upon this fmanmal_posﬂmn w‘t:H"the“use ofjdiht‘ venture structures to share

The Councit could also improve its -
form of investment and this g assist with ensur “g.._that the whole development progresses as
planned. A similar approach to: residential- mvestment has been ruled out due to the management time
required and the need to set up & separate arms- Iength trading arm.

' As noted in section 6.4, this income stream has not been inciuded in any projections at this stage as this activity goes beyond
the Council's core business. This income would therefore be additional to forecasts.
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7. THE MANAGEMENT CASE
7.1. Introduction

The Management Case covers a number of management issues relating ta both the delivery of the
programme and the resultant assets.

7.2. Project Governance
7.2.1. Governance Structure

The programme has through the SOC and OBC had an established governance structure and project
team, reporting ta the Council's Investrment Board to make key project decisions under the delegated
authority of Full Councit. The OBC will be approved by Full Council, provi dmg a clearly established hase
position from which change can be managed.

It is proposed that this structure evolves to meet the changing demand ofthe programme as it proceeds
into the procurement phase as follows:

- GovernanééfStructure

cotistitution

Formal
reporting

. Ima{r_:heck line {check S
g and
halance) )
e &

forimal dBCISIOh
mak_el_ -

feadershlp ef'

Advisory role under
delegation from IB.
Not a formal
decision maker

Within the above structure:

+ The Project Board comprises Members and Officers, with the relevant Portfolic Holders. This
will form the key day-to-day governance arrangements, liaising with the Investment Board as

6.77



Rechford District Coungil Erid

Outline Business Case dleeds

may be appropriate in the event of unexpected change. The Project Board is expected to meet
immediately prior to key milestones or as may be sought by the SRO.

*  The MemberWorking Party will be an advisory group intended to provide guidance and apinion
to the SRO through the process, minimising the risk of the project developing in a manner
inconsistent with Member expectations without placing Members into a position of conflict in
formal decision making. The Working Group will meet on a regular basis throughout.

7.2.2. Project Milestones

The use of the Competitive Dialogue process requires a decision making structure that allows those
present in dialogue meetings to make decisions in order to advance discussions towards a successful
conclusion. The Project Gateways have been designed o allow this agility:through the process, but
equally to allow Members the ability to review and make decisions at c_r_iti_g:'él milestones.

/Approvals

Approval of this OBC (and as a
consequence establishing the project
plan)

Preparation of Project Docum§n_tati6h' -
excluding Evaluation & Award-Citeria ~

Approval of Evaluation IAvestment Board

Issue of OJEU

SRO

Approval of PQQ Assessment Outcomes: [ SRO
(i6. the Tefider Shortlist R

issti&of Invitation to| SRO

Cidse of Dialogue an
Submit Final Tender

"Approval of Final =1-'<=',§rxder Evaluation 1 Investment Board
Outcomes (i.e. identification of Preferred
Bidder) :

Approval of final contractual arrangements | Fult Council
and decision to enter into the partnership
contract

7.2.3. Managing Change

Change is defined as any material alteration to the project scope, commercial proposition or financial
circumstances. The reference point for this is this OBC once approved. Governance around change will
be managed as follows:
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» Change will be discussed at every Project Board with general changes (whether material or
otherwise) being noted for the record.

o Where the SRO, working with the project team, becomes aware of a potential material change,
they will at the earliest opportunity discuss this with the Chair of the Project Board to agree how
best to proceed. An extracrdinary Project Board may be convened if considered appropriate.

« Under advice from the Project Board, changes will be escalated to the Investment Board,
Council Executive or Full Councit as might be appropriate '

7.3, Project Team

7.3.1. Internal Project Team

The Council's internal team will be as follows: _ ,
+ Senior Responsible Owner: Matt Harwood-White: Strateglc Accoun%abxhty

+ Project Director: TBA: Operational Accountability. It is g 'pected that this rote Wl|l be putin place
prior to the conclusion of the dialogue phase to allow the |nd|\ndual in pcst to bettersuﬂderstand
the nature of the arrangements and the rationalefunderpinning the final posmons on which
contractual arrangements are based. - ¢

+ Project Manager, Tech —al and Commercia viser: Gleeds, who in turn will secure additional
specialist resources asimay be requ Féd. :

¢ | egal Adviser: to be appol nted

. FmanmaE Adviser w:th pubhc sector ﬂnance experaence

.me for the proc ement of the project is set out in the table below. This is an efficient
s resourge to be available within the Councll team through the procurement and

Table 34 —~ Programme

Stage 0 — draft all procurement documentation in preparation | Dec 2018 Feb 2019

for market launch an

Stage 1 ~ Issue OJEU notice End Feb 2018

Stage 2 ~PQQ completed and returned: evaluate responses | Mar 2018 Apr 2019
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Stage 3 - Issue the ITPD document to the shortlisted bidders | May 2019 June 2019

(likely c3). Undertake dialogue meetings with bidders during
this first phase of dialegue and review responses. One bidder
may be rejected from the process after this state

Stage 4 — Held further dialogue meetings with bidders to July 2019 Aug 2019
discuss proposed solutions to the strategic sites.

Stage 5 - Close Dialogue, Issue ISFT, recaive hids and Sep 2019 Oct 2019
evaluate those tenders

Stage 6 = Finalise and Award contract Nov 2019 Nov 2019

7.5. Risk Management

Risk analysis has been undeftaken by the Council and facilitated by Gleeds as part of the production
of this ORC. A fult risk register has been developed on this basis to provide a comprehensive list of all
risks to the project. Each risk has been categorised and assigned an impact and likelihood to develop
and overall rigk score. The Risk Register ig'a live documeht and.will evolve during the course of the
[ -attached at appendix D.

procuremant and indeed over the course of the project The risk log

7.6. Management of Community Assets

7.6.1. Impact on Community Assets -

The Strategic Case set olit the rangé“ahd.number of @vents held at both the Freight House and the Mill
Arts and Events Centre. This is set out within tables & and 7 of the Strategic Case and the pie charts
below. ‘ e

An analysis of the ndmber__of: é-vents demonstrates that the majority of the events are sports related but
an analysis of the actual number of holirs booked shows a more balanced profile reflecting the longer
bookings for'parties and seated events.

Figure 10 - Leisure Asset Use

The Freight House (Percertags of Events) : The Freight House [Percentage of Time Used)

asiart / Stall Event  w Moeting w Show / Seated Event # Market { Siall fvent = Menting = Shuw } Sealed Event
& Sports Cyl # Pary f Social Event = Wedding : i « Speirts Clote ® Party £ Sotial Event  w Wodding
The Miil Arts and Events Centre{Percentage of . The Mill Arts and Events Centre{Percentage of
Fvents} ; Fvents)
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The Freight House events are mainly held within the Great Eastern Room and this room will be
preserved under the Preferred Scheme. The flexible layout of the chamber space will allow furniture to
be stored or re-configured to accommodate a range of alternative events...

The refurbishment represents a significant investment by the Council and will include replacement of

flooring (iikely to be carpet for acoustic reasons), wali coverings and-doors. The room could spatially

accommodate the majority of events on the existing gvent calenﬁégr.; The gtrategic Cas-eg:;igmonstrated

that a number of local venues are available to host these events

The reduced amount of community space at the Mill Arts and Events: €entre under the Preferred
scheme wiil impact the event programme. The sig ificant .number: of sports booking couid be
accommodated within focal community halls and also the local leisure centres. The seated events
represent more of a challenge and the likely solution wolild be.the use of one of the local high schools
or other local facilities as they have stage f renting of a teg’xporary stage in ocal private
venues. W

isting leisurg contract is:due to be re-tendered as the existing contract expires in 2022, Both the
sloped Mill Arts & Events Centre and Freight House could be included within this contact with the

here the operater would manage the bookings and be incentivised to drive
income the facilities via a revenue share. This approach would also include the staffing to
facilitate events. The Council would maintain the facility as part of the wider Freight House
development,

[1 An operation only option where the contractor uses its own staff to facilitate the evenis. This may
be cheaper than the Council employing staff directly as the operator may be able to benefit from
economies of scale generated from operating the wider leisure portfolic
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APPENDIX A —~ QUALITATIVE SCORING — LLONG LIST

The site is surplus and the re-
Re-develop the site for development has the patential
residential development or to generate capital and could
alternative use (e.g. office) have wider economic henefits

Refected as not currently used
Retaih the site by the Council

.|Rejected as site is not enough
Convert and retain for Councll |to meet any corparate
use objectives of scale
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Do Minimum - Continue to
oparate the building

Yes this should always be
included as a base opfion

Re-develop the site for
residential development or
alternative use (2.g. office}

The site is surplus and the re-
development has the potential §
to generate capitat and could
have wider economic benefits

Re-develop as new Counil
main office and chamber

Rejectad as the site is not
large enough to accommodate |
hotts a Chamber and Council |
office and & decant would he
required into temparary
accommodation before the
Counell eauld move back into
the facility

Develop new Council
accommeodate on an
alternative site

The Council does not have an
alternative site and would
have tc purchase a site on the
open market. This is not within
the Councit's control and
Council has & policy of making

use of existing assets B
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Do Minimum - Continue to Yes this should always be
operate the building included as a base option
The site is surplus and the re- |
development has the potential §
to generate capital and could .
have wider economic benefits,
Should be considered but

Re-develop the site for only if an alternative site is
residential development or available for a Council main
alternative use (e.g. office} office.

Rejected as the site is not _
large enough to accommaodate
both a Chamber and Council
office. The site also has
limitations due to the
neighbouring property not
awned by the Council. An
extension of the existing
Re-develop as new Councl property woould not be
main office and chamber possible without securing the

The Council does not have an
alternative site and would

have to purchase a site on the |
open market. This is nat within

Develop new Council the Cauncil's eantral and
accommodate on an Council has a policy of making |
alternative site use of existing assets
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Do kintmurn - Continue to Yas this should always be

operate the building iriciuded as a base opticn

The site is surplus and the re-
development has the potential (S
to generate capital and could |
have wider economic benefits. |
Should be considered but

Re-develop the site for only if an alternative site is
residential development or available for a Coundil main
alternative use {e.g. office] office.

Yes the site has the potential
to he re-developed for this
use, The approach woutd
Re-develop as new Councif comply with a number of the
main office and chamber Council's corporate objectives

L
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Do Minimum - Continue to
operate the building

Yes this should always be
included as a base option

Re-develop the site for
residential development or
alternative use (e.g. office) -
With no Counell or
commiinity element

The site is surplus and the re-

development has the potential ’

to generate capital and could

have wider economic benefits, |

Should ba considerad but
only if an alternative sita is
avallabla for a Council main
office,

Re-develop the site for
residential development ar
alternative use {e.g. office] -
With an appropriate Council
or community elamant

The site is surplus and the re-

development has the potential |

to generate capital and could

have wider economic benefits. [

Should be considered but
only if an alternative site s
available for a Council main
offica.

Re-develop the site for
residential development or
alternative use (e.g. office) -
With a latge Council or
community element, simillar
to the current operation

The site is surplus and the re-
development has the potential
to generate capital and cauld
have wider economic benefits.
Should be considerad but
only if an alternative site is
available for a Council main
office.

Re-develop as new Counci
main office and chamber

Yes the site has the potential
to be re-developed for this
use. The approach would
comply with a number of the
Council's corporate objectives
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APPENDIX B — QUALITATIVE SCORING — SHORT LIST SCORING
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APPENDIX E - CAPITAL COSTS

New Build
Demo

Refurh
External Works
FFE - Chamber

FFE - Office '

3552361 _ 3,906140_
Prelims 204,181 315,692
Profit 165,297 370,078 256,499 572,191
Optimism Blas 537,384
Risle ...... 153,347 ;
TOTAL BUILD COST T 3,455,590 " 5,253,085
TOTAL SPACE T 108 1308
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APPENDIX G - SPATIAL ESTIMATE

Workplace Consulting - Space Calculator
] Foghiord Disirict Counel

Project Hezteomual @
Assuped agite ratls - desks per 10 prnple

Froject Inputs

[Focus Werkstalio Privale 1o7 07 542
Fosiis Podl Privaly 2 4 g
Touchdowr Privale 1 & ¥
ColudarQtfice______ [Pivae D 0 z
horats Iieativg Pad P, 4 g &
Open Meeting Area_ Privae 4 ® 24
. S Privileged 2 2 2
Public g 3 g
 patry Visud Meragetient Area|Privale g - 5.
Meeling room - Laigs Privileged g g 8
Socialize Break Dut Frivate: 2 g &
Kiteherd Tea Foint Privilgsed 2 LR a
Mest and EalHubs sres | Privilpged 2 il 48
Supwort Hubs |Brivate 4 . &
g2
78
22
165
992
Total NIA (M2} | 992
M2 per Workst;lisn | 4.2
M2 per Parson | 6.52
Tracitions Workstations e 167
Agiife Headoaurt (M.} L
Alternative sattings (W 7
Alernative seats (Mr} 9%
Total seats previded {Nr) 208
Agile Tapkers 4L % S00mm] 52
Sarag (r) i
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APPENDIX H - CHAMBER LAYQUTS

« Full Council - Horseshoe (73 » Full Council — Classroom (73
Delegates) Delegates)
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« Auditorium (91 Delegates) + Banguet (68 Delegates)
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APPENDIX J ~ INDICATIVE DESIGNS

The Freight House

6.108
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The Freight House - Indicative Layout
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The Milt Arts and Events Centre indicative design.
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