Report to: Cabinet

Date of Meeting: 3 December 2014

Public Document: Yes

Exemption: None

Agenda item: 11

Subject: Relocation Update — key decision

Purpose of report: To advise members of latest developments regarding the relocation of

EDDC HQ from Knowle. In particular to make Members aware that
marketing of Knowle and Manstone sites is completed and further
discussions with bidders are in progress and, to advise Members of
changed circumstances and proposed changes to the preferred new HQ
site.

Recommendation: 1. Note project progress following the previous update report of
4 June 2014

2. Recognise emerging changes to the relocation project agree
the following:

a. The marketing exercise for Knowle and Manstone has
resulted in a range of offers and, following a detailed
assessment process, we have received price, form and
quality of development propositions that merit further
detailed negotiation toward selection of a preferred
developer.

b. Leading offers for Knowle do not include options to sell
Manstone in which case EDDC can choose to retain
Manstone for the foreseeable future as a depot function
and continued employment use.

c. The reduced offer for EDDC’s Heathpark site no longer
represents a sufficiently persuasive level of capital
receipt and will not be pursued further.

d. The retention of Heathpark in EDDC ownership means
that this now represents the most cost effective and
straightforward location to develop a new headquarters
building for the Council.

e. Relocation to Skypark is no longer a viable proposition
based on the reduced offer for Heathpark and
combination of Knowle market value and prudential
borrowing.

f. The East Devon Business Centre (EDBC) should
preferably be retained and could potentially be
combined within a new EDDC HQ development.

g. In the interim, Exmouth Town Hall has been vacated by
Devon County Council Services and represents a new
opportunity within the relocation plan.

h. A new HQ in Honiton can be restricted in size and cost
to a 170 desk equivalent scale with an improved
Exmouth Town Hall for 80 EDDC staff as a main




Reason for
recommendation:

Officer:

Financial implications:

satellite office in the District’s largest community.

i. As part of its commitment to more mobile working and
accessibility, the Council will offer a service presence
as customers require in future at locations elsewhere in
the District.

j. That relocation continues to make financial and
operational sense on a whole life cost basis,
specifically 20 yr. projections combining capital receipt
and repayment of prudential borrowing versus existing
office running cost and unfunded expenditure on
existing building repair, maintenance and
improvement.

3. Authorise the Deputy Chief Executive (Development,
Regeneration and Partnership) in consultation with the Office
Accommodation Executive Group to take forward further
actions in pursuit of the above recommendations and Project
Plan

4. Agree that further reports are produced for Cabinet and
Council on project progress and to seek formal approval for
any disposal of Knowle.

To advise on project progress, in particular the outcome of Knowle and
Manstone site marketing and significant changes to relocation site
preferences. To seek agreement to further progress the project and
commit to report back to Cabinet and Council.

Richard Cohen rcohen@eastdevon.gov.uk
Deputy Chief Executive {Development, Regeneration and Partnership)

The recommendations in this report follow the financial assessments for
the options identified, considering; the cost of acquiring land if
appropriate, cost of build and/or renovation, any associated capital
receipt from asset sales, ongoing costs for a 20 year period including
total financing costs required. These calculations have been on a
consistent basis throughout this project appraisal. Cost factors can be
estimated with a degree of certainty and contingency sums allowed in the
calculations, an unknown factor to date was the receipt that could be
obtained from the Knowle and Manstone and although this was
considered on valuation sums it is only now that tenders have been
received that we can assess with some certainty the actual value and
therefore complete the assessments and make recommendations to
Cabinet and Council.

The report highlights the costs associated if the Council wished to
continue operating from the Knowle, essential repairs alone would cost
£1.566m this is without a capital receipt or a reduction in running costs in
order to meet this outlay. The financial assessments show that the
Honiton/Exmouth solution is financial viable over the 20 year period
which takes all costs into account, including those already incurred on the
project to date. There are financial risks and these have been
considered in the financial assessments mainly relating to cash flow
implications where costs will be incurred on the accommodation before a
receipt is received. The most significant risk being the potential tender
does not securing the necessary planning permission at which stage the
Council would have already incurred significant outlay in its new




Legal implications:

accommodation, mitigation will be taken where possible but this risk will
remain.

Cabinet's role includes considering the Council's position as landowner
and to manage the Council's property assets within overall Council
policy.

The general legal rule, set out in the Local Government Act 1872, is that
a council can dispose of land in any manner they wish, subject to getting
the best consideration that can reasonably be obtained. Our commercial
land agents, Savills, have been made aware of government guidance in
terms of the valuer's role in assessing and demonstrating best value. An
public tender process has been adopted. Once the bids for Knowle have
been fully evaluated by Savills and the Council's project manager, further
legal advice will be given as required.

There are some exceptions to the best consideration rule which enable,
for example, certain projects of social value to go ahead where land is
disposed of at less than market value, and some special rules relating to
particular types of disposal, such as open space.

The planning history and potential Local Plan issues are relevant
background to understanding possible options/strategy for the Council as
landowner; without prejudice to the normal planning application
processes that might follow at a later date for proposed redevelopment of
sites to be released to provide funds for an office move. As members are
aware, the consideration of planning applications for council owned land
is a matter for the Development Management Committee and members
are aware of that separation of functions.

The report to Cabinet on July 17 2013 identified that the Council has a
best value duty toward its community. The headline duty is to make
arrangements to secure continuous improvement in the way Council
functions are exercised, having regard to a combination of economy,
efficiency and effectiveness.

The [separate] general equality duty requires public authorities to have
due regard to the need to eliminate unlawful discrimination, advance
equality of opportunity, and foster good relations across all of the
characteristics protected by the Equality Act 2010. EDDC will be
introducing more flexible working arrangements allied to new
technologies to ensure that staff and services are accessible to our
resident and business communities, partners, visitors and other
stakeholders. It is understood that stakeholder involvement and
consultation will continue as the office relocation project moves forward
to ensure that Equality Act and best value duties are complied with.

The report refers to possible legal challenges to various aspects of the
office relocation project, based on the national picture that those who
disagree with planning or council strategic objectives may seek to use
judicial review to challenge or delay council plans. This possibility will be
managed through awareness of potential areas of challenge, allowing for
delays within the timetable, since delays can be caused even where a



Equalities impact:

Risk:

Links to background
information:

Link to Council Plan:

challenge is without merit.

On 4 June 14, Cabinet agreed that specialist expertise be commissioned
to advise on the specialist area of European procurement, relating to
Skypark. This advice has confirmed that a European procurement
process for site acquisition and development was likely to be required,
with additional cost and associated delay. Since June, however, as the
body of the report explains, Skypark has in any case become less
affordable due to the reduction in projected capital receipts likely to be
available for the office relocation project.

Low Impact

As part of the project development process going forward, a full equalities
impact analysis will be carried out. Equality and accessibility
considerations will be thoroughly explored including both physical and
remote means by which our customers can contact the Council.

Low Risk

This report does not commit the Council to sell Knowle or Manstone sites
and recommends actions that remove the additional complexity of a new
site acquisition.

This in one among a series of reports that has sought Cabinet and
Council decisions on project actions and advised on project progress. As
well as a managed and monitored risk review process, the regular
reporting process and Member Executive Group oversight means that
risk is reviewed and mitigated.

Decisions in this report enable officers to pursue negotiation with buyers
for Knowle, further refine the new opportunity for Honiton/Exmouth offices
and confirm that sale of Heathpark is no longer financially attractive with
the resultant impact on Skypark relocation viability.

The report contains a reminder of overall project risks further in this
report.

o Cabinet Minutes 5 Feb 2014, Minute 180
« Report on Relocation Update, Cabinet 4 June 2014

Attached Appendices
o Cost Model for Refurbishment of all Knowle Office Buildings
e Cost Model for Refurbishment of 1970 Office Building and
Complimentary New Building

Relocation meets a range of priorities in the Council Plan. [t will provide
future resilience and improved warking for the council to continue fo
design and deliver services that suit our residents, businesses and
visitors' needs. EDDC is also committed to making the best use of its
assets including the longer term certainty and efficiency that modern
offices will provide with operational flexibility alongside more mobile
working across the district.



Progress

The Cabinet report in June 2014 committed to report back later in the year principally regarding
marketing of the Knowle and Manstone sites and, progress on Skypark as the preferred relocation

site.

This report now updates Cabinet on those matters and seeks agreement to a number of
recommendations principally to agree to enter into negotiations with a preferred bidder for the sale
of Knowle and develop in detail plans for our Honiton and Exmouth assets as relocation sites in
preference to the sale of Heathpark, Honiton and a development at Skypark.

Knowle/Manstone Sites

The Knowle and Manstone sites were marketed in September/October 2014. The marketing
exercise was open to any and all types of appropriate development proposals. A number of
proposals were received and considered in long and short list exercises by the Office
Accommodation Executive Group. Through a detailed, scored selection process including
interview of short listed bidders the number was reduced. Following the interviews of short listed
bidders further information has been provided by them on certain detail of the bids for our
consideration. In particular, a raised offer was submitted at interview by one proposer which
necessitated the opportunity to offer other bidders the chance to improve their offers as well.
Further improved offers have been received.

among the shortlisted development proposals were bids that now merit further investigation in
terms of the offered price for our land, quality of proposal, risk and other matters. Discussion and
negotiation will continue with the aim of securing a preferred bidder from among bids of sufficient
value that have been offered to the overall relocation project and merit continued engagement.
There are capital receipts being offered that in combination with prudential borrowing make the
revised relocation opportunities described below viable and can allow the Council to remove itself
from a more costly, uncertain and increasingly impractical future at Knowle.

In response to the marketing exercise, a mix of proposals were received all of which proposed
variations on residential, retirement and/or care and extra care communities. The bidders all
understood the planning history of Knowle as well as the current and draft Local Plan policy
position. The bidders at interview displayed a range of careful thought and enthusiasm with their
development proposals. As well as bid values the selection panel heard from bidders regarding
demand analysis, design detail, planning consideration, local benefits and other matters.

Whilst this report cannot at this time go into the detail of bids received due to ongoing and
commercially sensitive discussions, the proposals offered to the Council represent a mix of

xsponses to local need and demand in terms of residential and/or care provision in a setting that
retains the public park.

It should also be noted that whilst care facilities for example will certainly bring jobs, none of the
proposals received was for a continued specific employment use on either Knowle or Manstone.
Furthermore there was no market interest in retaining any of the existing buildings. All proposals
received were based on the removal of existing buildings (while retaining or re-provisioning
‘Building B’, the bat roost).

Going forward there will be a range of matters to explore further in selecting a preferred developer.
The Office Accommodation Project Executive Group will reconvene to recommend a preferred
developer who will then be given a period of exclusivity to refine their proposition in terms of
design, planning considerations, site investigations and other matters.

Among the bids are proposals to develop the Knowle alone and not including Manstone Depot. It
may be that a preferred developer is selected that leaves Manstone to continue operating as a
depot for the foreseeable future. The depot functions currently provided at Knowle Depot will be
transferred across to Manstone.



Skypark

In February 2014 Cabinet and Council agreed to pursue Skypark as their preferred relocation site
and tasked officers with beginning detailed negotiation. A further recommendation was to market
Knowle and Manstone to ascertain developer interest and value attached to the sites. The
marketing exercise was subsequently held over pending resolution of the Town and Village Green
application pursued by local objectors. The decision to pursue Skypark was also informed by the
offer of a capital receipt for EDDC's Heathpark site.

Between Feb 2014 and now circumstances have changed. The offer price for our Heathpark site
has reduced. The supermarket concerned has, along with others in the sector, revised its
business model. In this case the retailer revised their offer around a reduction in size of foodstore
and significantly reduced the offer price for the site. This reduced offer takes a significant sum of
money out of the funding package to deliver a new build at Skypark as well as providing a
replacement of EDBC.

Also, a key plus point regarding Skypark was the prospect of a turn-key guaranteed maximum
price arrangement to completion of a new HQ that would minimise uncertainty and reduce risk.
However, within the negotiation, due diligence process and legal advice it has become clear that
such an arrangement could potentially fall outside of European Union regulations. This would
have then required a new site search exercise, cost and delay.

The progressive and risk managed approach that the Council is taking means that we have been
able to respond to this viability issue in a manner that effectively manages public finance.

Whilst Skypark offered an attractive option of new build in the District's key emerging employment
and commercial development, it was predicated on the comfort of a fixed price project and
sufficient financial receipt from land sales.

Honiton Heathpark

In September 2013 Cabinet agreed that officers should investigate the opportunity to sell the
former SITA depot site at Heathpark. Through a marketing exercise it became clear that there
was commercial interest in the Heathpark site with food retail presenting the highest value interest.
The offer price negotiated at that time was attractive as part of the funding package to relocate to
Skypark and with the potential to invest in replacement facilities for EDBC. However, the
supermarket operator reduced its offer in fine with a new business sector model. Members will be
aware of the changing face of food retail and its impact especially on the ‘Big Four'.

This is a disappointing turn of events but one that, through the progressive development of this
project, can be managed and still enable the Council to achieve its objective of relocation from
Knowle and securing a capital receipt for that site. The reduced offer for Heathpark makes a sal
of the site no longer attractive.

Since it will no longer sufficiently fund a Skypark move and Business Centre replacement, officers
recommend that Cabinet agrees not to sell Heathpark at the revised sum and, instead, retains the
site as the location for its new Headquarters building and seeks to retain a business centre
operation on the site as well. Design of a new HQ will be able to consider joining up the business
centre as a part of the new HQ and utilising the existing building including efficiencies and savings
through shared space.

Furthermore and with reference to the opportunity provided by Exmouth Town Hall as described
below, the new HQ building at Honiton can be smaller and even cheaper to build and run than was
previously costed.

Using our Heathpark site plays to a recognised strength of Honiton which is that this is a site in the
Council's ownership, thereby giving stronger certainty and control. Whilst the vast majority of the
Councils transactions with its communities are remote rather than face to face, there has been
debate about centrality versus peripherality. Honiton delivers on the former.



Exmouth Town Hall

A reduced size of Headquarters building in Honiton is possible because the Council also needs to
address the future of Exmouth Town Hall (ETH) which was vacated by Devon County Council in
Sep 2014.

Initial survey work identifies that EDDC could use ETH to house 80 staff while retaining the
existing tenants and their function. Internal and front of office improvements will be needed to the
offices as well as a car parking strategy and travel plan for staff as required. The building is
designed for local government operation and is a 1920s construction. The costs of modernisation
are factored into the overall project budget.

The Council could decide to sell the site and focus entirely on Heathpark as a single location but
this is a more expensive option and would result in both EDDC, Exmouth Town Council and
various service providers looking for alternative venues and compromise the ability of EDDC to
provide a comprehensive service within East Devon's largest town.

Operationally, a twin site approach accommodating in the region of some 250 desk equivalent in
total will be further supported by a greater degree of mobile working facilitated by better use of
technology.

Additionally the council aims to expand its digital offering and has an ongoing project to improve
axisting online transactions and develop a further significant number of online services for
<ustomers who would like to do their business online.

Sites in Exmouth and Honiton provide an ideal opportunity for us to respond to the demand
analysis that our various services have carried out. We already know there is a clear need to
increase the service provision for Housing Benefits, Council Tax, Housing advice and register and
debt advice in both Exmouth and Honiton.

The council will provide surgeries in other towns as we do now in Cranbrook, Axminster, Seaton
etc. and will experiment with the frequency and range of services depending on what our demand
analysis shows.

Other Considerations
Site Preference Process

The previous process of site consideration from Cabinet in Feb 2014 offered Members an order of
preference. The two lead options considered were Skypark and Clyst House, Winslade Park with
the former decided as the preferred option. In total five sites had been shortlisted. Cranbrook had
heen scored higher than our Heathpark site but was not preferred and, like Skypark, required the
.ale of our Heathpark site to provide funding.

EDDC's Heathpark Site was considered straightforward in the sense that the Council owned the
site but new build on this site and retention of EDBC would preclude its sale and therefore reduce
the overall financial package that could fund relocation to Skypark.

Our Heathpark site was recommended elsewhere in the Feb 2014 Cabinet report for sale as a
retail food store. This has subsequently been superseded by a reduced offer from the
supermarket developer.

Financial

The reduced offer for Heathpark, the availability of Exmouth Town Hall and the values of bids for
Knowle/Manstone have required officers to revisit the options for relocation and the financing
arrangements.

It remains the case that in terms of capital outlay and a 20 year operational cost analysis, the
Honiton/Exmouth solution is more cost effective and predictable than staying at Knowle as well as
operationally more flexible and viable.



Offers received for Knowle are subject to further negotiation with the Council as landowner.

Risk — In moving from a scenario of new site acquisition to using existing owned assets the
Council is reducing risk, cost and complexity within the relocation project. We also now know that
there are developers offering bids for the Knowle of sufficient value to merit further negotiation.
Previously, the project costings were based on estimated market values.

We now know what values developers are offering for Knowle and can calculate accordingly
following further negotiation.

The risks associated with staying at Knowle remain with the added intelligence that no developer
has proposed to retain the former hotel building or other existing buildings individually or as part of
a larger development.

As part of the selection interviews, the bid proposers were asked for their view on the challenges
and risks of their development proposal including matters of finance, track record and planning.
The Council has taken independent planning advice on the proposals and a selected preferred
developer will be expected to engage promptly with the planning authority.

Previously identified risks are recognised and mitigated within the process. Delay to planning
permission (e.g. Judicial Review) is reflected in a cost profile that includes extended borrowing
within the overall project budget. The Council's Development Management Committee will
consider any planning application in the normal way; obviously the outcome of any planning
application cannot be assumed as each application is considered on its planning merits.

Relocation will be dependent on a developer securing planning permission meaning that the
Council will not be left homeless.

The project budgeting includes a combination of mitigations of risk not least contingency
throughout and borrowing projections that include added time to manage delays through judicial
review or similar challenge.

Overall 20% contingency has been identified through design and build to allow for unplanned
expenditure. Council has decided that it wants to relocate having fully considered the risks in
remaining at Knowle compared to moving to new offices. There is no developer interest nor value
in the existing Knowle buildings. There is outstanding basic repair cost and significant cost to any
efforts to refurbish or modernise the current buildings with no prospect of capital receipt to help
fund such expenditure.

Bidders have considered planning issues in preparing their bids including an independent planning
statement commissioned by the Council as landowner. The preferred developer will carry out pre-
app discussions promptly. The Council will not enter into unconditional contract with a developer
for the Knowle without planning permission in place. Once permission is obtained by the
developer the risk substantially diminishes allowing Council new build/refurb at Honiton and
Exmouth to commence. At the same time, other risk factors need to be mitigated through keeping
to a construction timetable to avoid construction cost inflation (currently at 7.1% pa — BCIS Tender
Price Indices). Members should be aware that Judicial Review or call in are factored into risk
analysis and management.

Geography - The Council's customers are predominantly communicating with us via remote
means with telephone as a preferred method. We also increasingly offer on-line transaction and
information services. This move away from a focus on the importance of location of an HQ was a
consideration in the HQ site selection process. However, an HQ in Honiton also resonates with a
concern that remains about the physical accessibility and geography of the Council. Combined
with a significant office presence in Exmouth and mobile working elsewhere in the district, this will
be a more than satisfactory resolution to concern about location.

lmpagt — As we know from the previous Economic Impact Assessment, Sidmouth is estimated to
experience a reduction in economic activity through the Council's move. Those benefits will be
redistributed between Honiton and Exmouth. Development of the Knowle for residential and/or



care facilities would bring economic benefits of construction jobs, new residents’ spending as well
as the additional potential for purchase of local services and possible new employment. Overall
there will be an economic uplift distributed around the district.

Residential, retirement and or care facilities would offer a mix of other benefits to Sidmouth
including social, health and wellbeing considerations along with new residential facilities and the
freeing up of existing homes in the area.

The Future of Knowle

It is worth restating the key reasons why this Council has committed to move from the Knowle to
new Headquarters:

1. Essential repair works to existing buildings will cost £1.566m . There is no funding
allocation (capital receipt or otherwise) to cover this cost. Such repairs would not include
any redecoration, refurbishment or rebuilding. No internal restructuring or modern office
working would be provided.

2. In buildings of this age and design there is little doubt that they will present further problems
even after repair and/or refurbishment.

3. Refurbishment of all of the existing buildings will cost up to £15.9m. This can reduce if only
newer parts of the office spaces were refurbished and with minimum additional build but
the cost will still be of the order of £7.7m without a significant capital receipt to cover the
costs nor any uplift in value to the site or buildings (see two attached cost model reports).

4. No market interest has been shown in retaining and refurbishing any of the existing
buildings. All bids were made only for a site vacated by EDDC and cleared. Bids received
all covered the upper car parks, office and depot space.

5. Bids received make clear that to derive a meaningful capital receipt from the Knowle
requires EDDC to leave.

6. Suggestions that the Council can retreat to the 70s/80s blocks and derive a significant
receipt from sale of the former hotel are unviable. The Council has considered the
possibility (including a reduced size of workforce) and found that it fails on the basis of cost,
lack of asset uplift in value and absence of market interest.

7. Knowle has annual energy costs of £83,900 pa compared to a predicted energy cost for
Honiton/Exmouth combined of £33,700 pa. Even after repairs, Knowle energy costs would
still be double those of the Honiton/Exmouth alternative.

8. Based on Dept. of Energy and Climate Change (DECC) current fuel price indices, gas has
increased on average 18.8% pa between 2003 and 2013 whilst over the same period,
electricity has increased on average by 11.9% pa. Allowing a modest 10% pa inflation rate
for energy and 2% for general inflation, the total savings in running costs of
Honiton/Exmouth over Knowle are of the order of £5.55m over 20 years.

9. New build at Honiton and refurbishment of Exmouth Town Hall will be funded via capital
receipt and prudential borrowing. Over a whole life period of 20 years the spend will pay for
itself with savings accruing thereafter.

10. The outcome of a departure from Knowle will be new and refurbished modern offices with
low maintenance and minimised additional maintenance costs.

Looking Forward

Fundamentally, any efforts to keep EDDC at Knowle will be expensive and inefficient in the short
and long term. Capital repair costs loom and long term running costs are high while the buildings
inhibit effective modern working in terms of space usage, flexibility, accessibility, communication
and cooperation. Attempts to argue that the Council can remain in part of the buildings while
securing a capital receipt for the former hotel building are both impractical and unattractive to the
market. The reality is that, no interest has been shown by developers in retaining any of the
existing buildings on Knowle.



In the longer term EDDC needs to consider what the shape of local government may be. Among
its merits Skypark offered a flexible office space in a location that lent itself to wider accessibility
and cross border cooperation with other authorities. A combined Honiton and Exmouth office
base offers a different approach involving new or modernised offices in two locations. In a world
of potentially merging or reducing scale of local government an HQ and satellite or multi-hub
function offers a responsive option. For example, if the Council were to reduce in size then ETH
could be converted in to a business centre or, on the other hand, there is additional space on the
Heathpark site to allow for both new offices , EDBC and an extended office building or a relocated
depot allowing a future sale of Manstone depot. The strategy has flexibility to accommodate what
the future holds.

If a successor organisation or other local government arrangement were to inherit Knowle from
EDDC it is unlikely that such care would be shown toward its future use as has been shown by
EDDC. An objective assessment of Knowle says that none of its buildings are fit for purpose and
as such would be vacated by a different authority. Either the site might be sold quickly or the site
and buildings left undeveloped. EDDC has sought to respect the parkland and reflect the previous
planning decision by limiting the area of development. In leaving Knowle, EDDC has sought to
secure a sensitive exit and leave behind both an extensive public parkland and a type and quality
of future use that makes sense to the town and reflects the quality of its location.

An HQ at Honiton and a significant Exmouth satellite operation offer both a physical presence for
the Council in key locations and an asset base that can be adapted to respond to future change in
the way local government is structured and carries out its business.
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Cabinet 3 December 2014

RESOLVED 2 - that the following decisions be noted:
Minute 48 Handy Person Scheme
that a Task and Finish Forum be set up to develop the concept of a Handy
Person Scheme and to propose a local scheme approved by the HRB.
Minute 51 Homesafeguard activity report
that the changes in the Home Safeguard work plan as set out in the report be
approved.
Minute 55 Danby House/Exebank — DCC updated proposals
The Board's support to progress an opportunity to acquire the site.

RESOLVED 3 — that the following be approved:

Minute 47 Review of Asbestos Procedures
that an additional FTE post be appointed to undertake the annual review of
council properties where asbestos materials are known to exist in accordance
with current legislation.

RECOMMENDED - that the following recommendations be referred to Council for

consideration:

Minute 49 that the introduction of tenant inspectors for the Council’s repair service be
recommended for approval in principle.

Relocation update - key decision

Mr Tony Green asked for a rough approximation of the cost of the negotiations in respect of
the proposed move to the Skypark site and the cost of the specialist advice in respect of
European procurement.

In response, the Deputy Chief Executive, Richard Cohen advised that details of the costs
requested were not currently separately identified but were part of the overall cost.
However, he added that these specific costs in relation to specialist advice would be
provided as soon as possible.

Richard Cohen gave an update on the relocation of EDDC headquarters from Knowle. He
stated that Members were not being asked to decide on the sale of the Knowle site at this
point. Rather Members were being asked for their agreement for Officers to cease
negotiations over the sale of Heathpark, to no longer pursue Skypark as an option and to
examine the detail of the dual-site solution as being the most cost effective.

The report advised that the marketing of the Knowle and Manstone sites had now been
completed and discussion with the bidders was in progress. This exercise had resulted in
changes to relocation site preferences. It was noted as significant that bids received for
developing the Knowle site would retain the public park; however, there was no market
interest in retaining any of the existing buildings other than the protected bat roost. Next
step in respect of the Knowle site was for the Office Accommodation Project Executive
Group to undertake further exploration of the bids and recommend a preferred developer.
The bids received did not include Manstone depot allowing EDDC to continue operating as
the depot for the foreseeable future. The level of bids received did not achieve the
maximum price prediction and this affected the Council’s options.

The report set out why the previously preferred relocation site of Skypark was no longer an
attractive or viable option. Commercial interest in the Heathpark site for food retailing had
been scaled down with the supermarket operator reducing its offer in line with national retail
patterns. The reduced offer would no longer fund a Skypark move/Business Centre
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replacement. Therefore, the use of the Heathpark site for the new EDDC headquarters was
reconsidered with the advantage of this option achieving efficiencies and savings with the
possibility of some shared space use with the retained Business Centre.

The report also looked at the opportunities arising from the vacation of Exmouth Town Hall
by Devon County Council in September this year. The building had the capacity to retain its
remaining tenants and provide extended office space for the district council subject to
improvements being carried out. The dual site option (Honiton and Exmouth) would help
meet service demand in those areas; service delivery at locations elsewhere in the district
would be supported with improved mobile working and Council surgeries. The financial
assessments indicated that the dual-centre {Honiton/Exmouth) solution was financially
viable over 20 years. This solution would also give flexibility to the authority to adapt in the
future.

The report reminded Members of why a move from the Knowle had previously been
agreed. Details of the cost of refurbishing the 1970s part of the Knowle and cost of
refurbishing the whole complex to achieve a modern office building had been appended to
the report and showed that this was not a viable or sustainable option, and, significantly,
would not generate a capital receipt.

The report set out the risks involved in relocating the office headquarters together with how
these risks could be managed. Finance clinics would be held with the Project Manager and
Strategic Lead - Finance for elected Members to understand in more detail the figures
underpinning the strategic recommendations. Financial details were not included in this
public report due to their commercial sensitivity.

During the debate, the following points were made:

» Exmouth would benefit from a significant EDDC presence as it was the largest area
of population and therefore EDDC’s main customer base.

> Exmouth Town Hall was in close proximity to large car parks to serve the facility.

> The accormmodation within the Town Hall should be re-organised as soon as
possible to facilitate an early move — a suggestion was made to relocate the Town
Council presence to the first floor of the building to enable EDDC officers to occupy
the ground floor and assume responsibility for the reception area.

> There was logic in the dual centre approach as Exmouth was the main residential
area and Honiton was the geographical centre of the district.

> The retention of Manstone as a depot was welcomed and Knowle depot would be
relocated to this site. Members would be advised of the total staffing figure when
this was available.

> Members were assured that other towns would be served by an EDDC presence.

> Sidmouth would be most affected by the loss of the EDDC headquarters and would
need to be assured that the residents could continue to have access to the Council
and services.

> The preferred developer of the Knowle site would not necessarily be the highest
bidder. A detailed scoring exercise would be carried out and price would be being
given significant weight, but other socio/economic benefits would also be taken into
account.

> The marketing of Knowle had been an open invitation for bids; no interest had been
shown in retaining the existing buildings or on developing only half the site.

> The Council had an understanding with Sidmouth Town Council over the future of
the parkland and lower car park.
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> The timing of the decision was appropriate. Government funding was being reduced
year on year; the Council had to be financially viable in the medium and long term. If
the Council remained at Knowle, the increasing maintenance costs would drain the
Council's resources and destabilise its future.

> The Council needed to look forward and to adopt modern ways of working.

RESOLVED:

that the office relocation project progress, following the previous update report of 4 June
2014, be noted

RECOMMENDED
1. that the emerging changes to the relocation project be recognised and the following be
agreed:
a. The marketing exercise for Knowle and Manstone has resulted in a range of

offers and, following a detailed assessment process, price, form and quality of
development propositions have been received that merit further detailed
negotiation towards selection of a preferred developer.

Leading offers for Knowle do not include options to sell Manstone in which case
EDDC can choose to retain Manstone for the foreseeable future as a depot
function and continued employment use.

The reduced offer for EDDC's Heathpark site no longer represents a sufficiently
persuasive level of capital receipt and will not be pursued further.

The retention of Heathpark in EDDC ownership means that this now represents
the most cost effective and straightforward location to develop a new
headquarters building for the Council.

Relocation to Skypark is no longer a viable proposition based on the reduced
offer for Heathpark and combination of Knowle market value and prudential
borrowing.

The East Devon Business Centre (EDBC) should preferably be retained and
could potentially be combined within a new EDDC HQ development.

In the interim, Exmouth Town Hall has been vacated by Devon County.

A new HQ in Honiton can be restricted in size and cost to a 170 desk equivalent
scale with an improved Exmouth Town Hall for 80 EDDC staff as a main satellite
office in the district’'s largest community.

As part of its commitment to more mobile working and accessibility, the Council
will offer a service presence as customers require in future at locations elsewhere
in the district.

That relocation continues to make financial and operational sense on a whole life
cost basis, specifically 20 year projections combining capital receipt and
repayment of prudential borrowing versus existing office running cost and
unfunded expenditure on existing building repair, maintenance and improvement.

2. that the Deputy Chief Executive, in consultation with the Office Accommodation
Executive Group, be authorised to take forward further actions in pursuit of the above
recommendations and Project Plan,

3. that further reports be produced for Cabinet and Council on project progress and to
seek formal approval for any disposal of Knowle.

REASON:

To advise on project progress, in particular the outcome of Knowle and Manstone site
marketing and significant changes to relocation site preferences. To seek agreement to
further progress the project and commit to report back to Cabinet and Council.
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