REPORT TO: POLICY & RESOURCES COMMITTEE - 8 SEPTEMBER 2003

REPORT ON: FUTURE OF TAYSIDE HOUSE AND

CITY CENTRE OFFICE ACCOMMODATION
REPORT BY: DEPUTE CHIEF EXECUTIVE (FINANCE)
REPORT NO: 586-2003
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PURPOSE OF REPORT

The purpose of this report is to provide elected members with an appraisal of the
Council’'s long term requirement of City Centre office accommodation and the future
of Tayside House.

RECOMMENDATIONS

The Council agrees to relocate from Tayside House to new office accommodation at
North Lindsay Street.

That the Director of Economic Development be authorised to purchase from
Castleview Developments Limited the 0.4ha (1 acre) or thereby site and buildings at
North Lindsay Street and thereafter instruct the Depute Chief Executive (Support
Services) to conclude the necessary legal formalities.

That the Director of Economic Development be authorised to negotiate the purchase
of the premises, comprising 26-36 North Lindsay Street either by agreement or by
compulsory purchase.

That Tayside Police be requested to vacate their premises in the Podium Block at an
agreed date.

That the Council instructs the Depute Chief Executive (Finance) to establish a Capital
Fund as outlined in paragraph 11.2.

That the Depute Chief Executive (Finance) be authorised to establish a “Best Value
Working Group” to oversee the occupation of the new office accommodation,
including office layouts, hot-desking and working from home.

The City Architectural Services Officer be authorised to commence the initial design
work for the new offices and to report back to Committee on the feasibility of
involving recognised local architecture/planning experts in the design process on a
voluntary basis.

That a further report will be submitted to Committee when the Capital Fund has
reached £10.5m or 31 March 2007, whichever is earliest, at which time the Council
will be requested to invite tenders and approve the final design.

That the Assistant Chief Executive (Management) be instructed to commence
consultation with the Trade Unions on the issues of home-working and hot-desking.
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FINANCIAL IMPLICATIONS

The financial implications of this report are predominantly of a capital nature. If the
recommendations are accepted, the total estimated capital expenditure will be
£19.084m excluding the purchase price for 26-36 North Lindsay Street (see
Appendix D), with the expenditure being phased over two specific periods. The
purchase of the two sites at North Lindsay Street would be incurred in the current
financial year and would be met from the Council’'s Renewal and Repairs Fund.

The balance of the capital expenditure in respect of the various relocations and the
construction of the new office accommodation will be incurred in the financial years
2007/08 to 2008/09.

The funding for this expenditure will be a combination of accumulated capital receipts
in the intervening 6 or 7 years and capital borrowing under the Prudential Framework
during the period 2007/08 to 2008/09.

The revenue expenditure implications, if the recommendations were approved, would
be minimal. It has been estimated by the City Architectural Services Officer, that the
annual running costs of the new office accommodation would be £245,000 lower than
the current running costs of Tayside House, however this would be partially offset by
the loss of rental income for the Podium from Tayside Police of £65,000, leaving a
net annual saving of £180,000 (see Appendix E). This sum would be utilised to
generate approximately £3m of the Prudential Framework borrowing referred to in
Paragraph 3.1 above. In overall terms, the effect on the Council’s future Revenue
Budgets and Council Taxes should be neutral.

LOCAL AGENDA 21 IMPLICATIONS

The optimal use of the Council’s City Centre office accommodation would be in line
with the following key themes of Local Agenda 21:-

e Resources are used efficiently and waste is minimised (across a wide range
of factors, including energy, sustainability, etc).

o Access to facilities, services, goods and people is not achieved at the
expense of the environment and is accessible to all.

EQUAL OPPORTUNITIES IMPLICATIONS

The Disability Discrimination Act 1995 requires equal access for people with
disabilities to all public buildings by the year 2004. The proposals and
recommendations contained within this report have been prepared to facilitate
compliance with the Act.

BACKGROUND
The majority of the City Council’s non—frontline staff are located within offices

situated within the City Centre. The two major City Council office complexes within
the City Centre are City Square and Tayside House (including Podium).
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The offices within the City Square are in reasonable condition and are occupied by a
variety of separate Departments, and each Department has actioned refurbishment
and redecoration of their offices as and when this was required. One of the main
problems within the City Square offices at present is in respect of their optimal
utilisation, and in particular the situation whereby elected members offices are
located in both City Square and Tayside House. Any review of the long term office
requirements of the City Council should take the opportunity of bringing all the
elected members into the City Square office complex.

Tayside House was constructed in 1976 as a purpose built office development for the
then new Tayside Regional Council. The property was built for, and owned by
Ravenstone Securities and Guardian Royal Exchange, and then leased to Tayside
Regional Council. In 1984, Tayside Regional Council purchased Tayside House
from Ravenstone Securities and Guardian Royal Exchange for £8.9m, and at the
1996 local government reorganisation the property was deemed by the Scottish
Office as a “pooled property”. The significance of Tayside House being deemed
“pooled property” was that it was owned by all 3 Unitary Councils within Tayside,
namely, Angus Council, Perth & Kinross Council and Dundee City Council. In 1997,
the 3 Councils agreed that Dundee City Council would purchase the other two
Councils share of Tayside House and other “pooled” property within Dundee for £3m,
with the payments spread over a 15 year period ending 2011/12.

CENTRAL WATERFRONT AND TAYSIDE HOUSE

The City Council submitted to, and had approved by, the Scottish Executive a bid
under the Cities Growth Fund for the Dundee Central Waterfront Project. The prime
objective of this project is to address the fundamental issue of the dislocation of the
centre of Dundee from its historic waterfront. A key element of the Central
Waterfront Project is the demolition of a number of the existing 1960/1970’s buildings
and structures, in order to create new serviced sites for development, with Tayside
House (including Podium) being one of those buildings.

The Scottish Executive, through the Cities Growth Fund, has provided the Council
with grant assistance of £9.3m towards the development of the Central Waterfront
project and the balance of the necessary funding will be sought from the Scottish
Executive, other public and private sector bodies already associated with the site,
and receipts from the sale of serviced sites or developments on those sites.

Within the overall broad financial plans for the Central Waterfront Project, there is an
allowance of £0.75m for the demolition of Tayside House and the Podium Block, and
therefore the cost of this demolition would be funded from the Central Waterfront
funding, and should not be considered an additional capital expenditure demand on
the City Council.

In order to create the Central Waterfront Project, it is essential that Tayside House
and the Podium Block are demolished within the next eight years, ie by 2011 in order
that the full Central Waterfront Project can be completed by 2014. Accordingly, if the
City Council is to realise its vision on the Central Waterfront, it will need to identify
alternative office accommodation for the 824 City Council elected members and staff
who currently occupy Tayside House and Podium. It should also be noted that
Tayside Police currently occupy the ground floor of the Podium and therefore they
would also be required to find alternative accommodation for their staff.
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CURRENT STATE OF BUILDING SERVICES - TAYSIDE HOUSE

Even if the Central Waterfront Project had not required the demolition of Tayside
House, there are still serious question marks over the building’s long term operational
and financial viability.

Reports were prepared in 1997, by Fairhurst Engineers and in 1999, by Bancroft,
Easson Partnership, on the state of the building services at Tayside House. The
earlier report indicated a cost in the region of £7m to carry out repairs and a
refurbishment of the building, including the replacement of services, in order to
provide the building with a useful future lifespan. Whilst the 1999 report from the
Bancroft, Easson Partnership advised that the existing services installations are
approaching 24 years old and are at the end of their useful economic life. In order to
facilitate the use of the building for the next 25 years, the Bancroft Easson
Partnership advised that the expenditure required on replacing the services would be
in the region of £9m.

In 2003, the Directors of Economic Development and Planning & Transportation
engaged W.A. Fairhurst & Partners, Consulting Engineers to update the
Comprehensive Building Appraisal of Tayside House and the Podium. The
conclusion of their report was that, in general terms, the building was in good
structural order. The present condition of plant and equipment and its operation and
maintenance does not give cause for concern or the necessity for immediate
replacement. However, its reliability cannot be guaranteed, and due to the extent of
obsolete equipment and components, there could be a considerable amount of shut
down time, if there are any major component failures.

The estimated cost of upgrading the mechanical and electrical services at Tayside
House, to extend their life by 25 years is estimated at approximately £9m, including
provision for meeting the requirements of Disability Discrimination Act. Alternatively,
the estimated cost of works to ensure the buildings stable operation until 2010 is
estimated to be only £613,000 and this is the Council’s current strategy for Tayside
House. The estimated expenditure of £613,000 will be funded from a combination of
leasing and the Capital Plan, for which provision has been made in the Council's
draft 3 Year Revenue and Capital Budgets.

It should be noted that carrying out these works will not guarantee the prevention of
any breakdown of plant or equipment, but will significantly minimise the risk of major
failure and closure of the buildings.

It can be seen from the above analysis that in relative terms, the capital cost of
keeping Tayside House operational for the next seven years of £613,000 is low,
compared to the capital cost of extending Tayside House’s useful life to 25 years,
which is estimated to be £9m.

TAYSIDE HOUSE AND AN ANALYSIS OF FUTURE OFFICE REQUIREMENTS

The analysis in Sections 7 and 8 of this report demonstrate that, in respect of the
future of Tayside House, the optimal proposal for the Council is to:-

e incur £613,000 and keep Tayside House open till 2010 or earlier.
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e identify alternative City Centre office accommodation from 2010 or earlier, for
the relocation of the staff currently in Tayside House.

o Demolish Tayside House (including the Podium) by 2010, in order to permit
the Central Waterfront Development to proceed.

The proposal as set out in Paragraph 9.1, is the recommendation of the Council’s
officers. In order to facilitate this recommendation, if accepted by the Council, would
require the identification of alternative City Centre office accommodation for the 824
staff currently located in Tayside House. An analysis of the Departments and staff
numbers currently located in Tayside House and the Podium is detailed in Appendix
A.

There are a number of possible relocations for elected members and staff currently
located within City Square and Tayside House which would assist with the relocation
of staff into new office accommodation should the decision be taken to demolish
Tayside House.

A summary of these possible relocations are detailed in Appendix B, and if agreed,
would increase the staff to be relocated in the new office accommodation to 841. In
terms of the relocations identified in Appendix B, there is an associated capital
expenditure of £810,000.

The opportunity has been taken to consider how home-working and hot-desking may
impact on the Council's future office accommodation. The Council are currently
looking at pilots for home-working and accept that this option may prove effective in
limiting the Council’s office accommodation requirement. While home-working and
hot-desking would be suitable for certain types of office jobs, there are many jobs for
which it would inappropriate. The assumptions on staff numbers for the proposed
new office accommodation have not included any reduction in numbers as a result of
hot-desking and home-working, on the basis that any freed up capacity will be
utilised effectively to relocate staff currently accommodated in leased offices, eg City
House. The issue of hot-desking and home-working will require consultation with the
Trade Unions and the Assistant Chief Executive (Management) should be instructed
to commence this consultation.

PROPOSED OFFICE ACCOMMODATION EXPENDITURE

In order to address the staffing accommodation requirements identified in Section 9
of this report, it is necessary to identify office accommodation and the associated
capital and revenue expenditure.

The major problem now facing the Council is to identify a City Centre site suitable for
building new office accommodation that would be large enough to house the
estimated 841 staff needing relocated from Tayside House/City Square. The
Director of Economic Development has carried out an extensive search of suitable
available sites and has identified a site at North Lindsay Street, which is large
enough to accommodate approximately 860 staff.

The site of the proposed new office building is currently in the ownership of
Castleview Developments Ltd and extends to approximately 0.4ha (1 acre). The
existing building is a Grade B listed, stone fronted warehouse with a steel frame and
concrete floors lending itself to conversion to commercial use due to its inherent fire
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and loading characteristics. The Director of Economic Development has
provisionally agreed a purchase price for the buildings and site.

Given the scale of the proposed development it is suggested that it would be prudent
for the City Council to also acquire the adjacent premises comprising 26-36 North
Lindsay Street. This would facilitate a more comprehensive redevelopment of the
whole subjects in relation to the adjacent Overgate Shopping Centre.

In light of the foregoing it is proposed that Tayside House (including Podium Block)
be replaced by development of a 11,352 sq m (122,196 sq ft), or thereby, new office
accommodation, at North Lindsay Street. Plans, elevations, sections and
specification for the proposed new building are detailed in Appendix C.

The proposed new building would be designed to accommodate 860 people with
energy efficiency as a primary consideration. The building will incorporate natural
ventilation, which is a sustainable system allowing occupants a greater control over
individual environments. Due to the scale of the building, some mechanical
ventilation will be required in order to provide adequate environmental conditions,
however, extensive mechanical ventilation (air conditioning) will not be incorporated,
as this would result in an increase in both capital and revenue costs, as this type of
system uses energy to operate. The building has a design life-minimum of 25 years
with maintenance.

The total estimated capital cost of the new office accommodation at North Lindsay
Street is £18.274m (at current prices) and these costs are detailed in Appendix D.
This excludes the purchase price for 26-36 North Lindsay Street. When the capital
expenditure of £810,000 associated with the relocations proposed in Paragraph 9.3
and Appendix B is added to this sum, then the total capital expenditure necessary to
complete the various relocation moves and the construction of the new office
accommodation is £19.084m. The strategy for dealing with the funding of this
projected capital expenditure is dealt with in Section 11 of this report.

In terms of the revenue expenditure attributable to the new office accommodation at
North Lindsay Street, and the relocations detailed in Appendix B, the position is as
follows. There will be no major additional revenue expenditure in respect of the
relocations detailed in Appendix B, and if there is any additional revenue expenditure,
it will be of such a small magnitude that it can be contained within either the
individual Departments or City Council’s overall Revenue Budget.

In terms of the estimated revenue expenditure for the new office accommodation at
North Lindsay Street, this should stand good comparison with the current revenue
expenditure for Tayside House. A comparison of the relative revenue costs has
been carried out and is detailed in Appendix E.

The net annual revenue saving of £180,000 identified in Appendix E will, under the
new Prudential Framework for capital borrowing be used to finance part of the capital
borrowing required to fund the construction of the North Lindsay Street offices. The
sum of £180,000 will support additional capital borrowing of £3.0m.
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11 CAPITAL FUNDING FOR OFFICE ACCOMMODATION REQUIREMENTS

11.1  The capital funding for the new City Centre Office Accommodation could come from
the following sources:

a Accumulated capital receipts in Capital Fund.
b Borrowing at current level of funding from within the Capital Plan.
C Additional borrowing through Prudential Framework.

11.2 Accumulated Capital Receipts in Capital Fund

The Local Government (Scotland) Act 1975 provides the Council with the statutory
power to establish a Capital Fund to be used for defraying any expenditure to which
capital is properly applicable.

Capital receipts from the sale of surplus Council properties would be paid into the
Capital Fund. Thereafter, approximately £1m to £1.5m of monies per annum would
be appropriated from this account to part fund the Council’'s annual Capital Plan, and
the remaining accumulated balances would be available for funding in whole or part
the City Centre office accommodation projects.

11.3 Borrowing at the Current Level of Funding Within the Capital Plan

The Council’s Capital Plan 2003/04 has a total planned capital spend of £12.450m
for General Services. Within that total, there is presently a provision for office
accommodation and improvements, which would be available for City Centre office
accommodation. The total value available is not large, at approximately £150,000
per annum, but will assist with part funding the City Centre office accommodation
projects.

11.4  Additional Borrowing through the Prudential Framework

The Local Government in Scotland Act 2003 has introduced a new capital funding
regime called the Prudential Framework or Prudential Code, and this will take effect
from 1 April 2004. Whereas previously, local authorities ability to incur capital
expenditure was controlled by the Scottish Executive issuing Section 94 Capital
Consent, this will not be the case under the Prudential Framework.

The basic principle of the new system is that local authorities will be free to incur
capital expenditure, so long as their capital spending plans are affordable, prudent
and sustainable. It will be for each local authority to set and abide by prudential
indicators specified in the Prudential Code.

An example of how the Prudential Framework could be applied in respect of the City
Centre office accommodation would be where there was a rationalisation of Council
accommodation, which produces an annual revenue saving. This recurring revenue
saving would then be used to fund any additional loan charges and running costs
required to facilitate the office rationalisation. In the case of the North Lindsay Street
accommodation, the net annual revenue saving is estimated to be £180,000 (See
Appendix E), which will support £3.0m of new capital borrowing.
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11.5 In terms of how the aforementioned methods of capital financing may be applied to
fund the new office accommodation at North Lindsay Street, and the other
relocations referred to in Appendix B, the following is a suggested funding package.

SOURCES OF FUNDING FOR NEW OFFICE ACCOMMODATION

£M
Capital Fund/Renewal & Repair Fund at 31 March 2007 10.5
Prudential Framework Borrowing as per Para 10.10 3.0
Capital Plan £150k per annum for 2004/05 to 2006/07 for 0.5
Tayside House
Additional Prudential Borrowing to be financed from capital receipts _6.0
received after 31 March 2007
PROJECTED CAPITAL FUNDING AVAILABLE £20.0

12 CONCLUSION

12.1  The City Council's vision for the Central Waterfront requires the demolition of Tayside
House by 2011 and to facilitate this will require the identification of alternative City
Centre office accommodation for approximately 850 staff. The Director of Economic
Development has identified sites at North Lindsay Street that are suitable for
construction of the new office accommodation. The estimated total cost of relocating
staff, purchase and construction of new office accommodation is £19.084m and this
and the purchase of 26-36 North Lindsay Street would be funded by the combination
of funding sources detailed in paragraph 11.5.

13 CONSULTATION

The Chief Executive, Assistance Chief Executive (Management) and the Director of
Economic Development have been consulted in the preparation of this report.

DAVID K DORWARD
DEPUTE CHIEF EXECUTIVE (FINANCE) 27 AUGUST 2003
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TAYSIDE HOUSE OCCUPANCY (INCLUDING PODIUM)

Floors

Ground

1

2

3,456 & 10
7

8&9

11 &12

13

2,14,15 & 16
Podium 1
Podium 2

Podium 3

Department

Economic Development
Information Technology
Planning & Transportation
Finance

Social Work

Education

Architectural Services
Leisure & Arts

Planning & Transportation
Tayside Police
Neighbourhood Resources

Opposition Members/Support
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APPENDIX A

No of Staff

N/A
287
62
88
105
49
171
N/A
29

19



POSSIBLE RELOCATION OF ELECTED MEMBERS/STAFF

STAFF CURRENTLY LOCATED IN TAYSIDE HOUSE
Additions
1 Move Personnel to new accommodation

2 Enquiry Office from 6/7 City Square to new accommodation

Reductions
1 Move Members/Support from Podium to City Square
2 More NRDD to Wellgate Centre

ESTIMATED STAFF TO BE LOCATED IN NEW ACCOMMODATION
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APPENDIX C(i)
North Lindsay Street

Site Location Plan

‘ v

REPRODUCED FROM ORDNANCE SURVEY MAPPING WITH THE PERMISSION OF THE CONTROLLER OF
| HER MAJESTY'S STATIONERY OFFICE. CROWN COPYRIGHT.UNAUTHORISED REPRODUCTION
INFRINGES CROWN COPYRIGHT AND MAY LEAD TO PROSECUTION OR CIVIL PROCEEDINGS. LICENCE NO.LA.09026L
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APPENDIX C(ii)
North Lindsay Street

Proposed Ground Floor Plan
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APPENDIX C (iii)
North Lindsay Street

Proposed Front Elevation
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APPENDIX D

TAYSIDE HOUSE REPLACEMENT COSTS

UTILISING EXISTING BUILDING IN NORTH LINDSAY STREET AND NEW BUILD

SUMMARY OF ESTIMATED CAPITAL COSTS

£M
Purchase of Site and Construction of New Building 15.664
Conversion 2.270
Demolition 0.080
Allowance for piling 0.260
TOTAL £18.274
Add Relocation per Para 9.4 & Appendix B 0.810
TOTAL ESTIMATED CAPITAL COST £19.084
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APPENDIX E

COMPARISON OF TAYSIDE HOUSE & NORTH LINDSAY STREET OFFICE
ACCOMMODATION REVENUE EXPENDITURE

Tayside North Lindsay

House Street

£000 £000
Non-Domestic Rates 553 584
Water Charges 90 90
Property Insurance 22 22
Repairs & Maintenance 229 106
Energy 222 108
Security 66 66
Cleaning and other Accommodation Charges 164 125

1,346 1,101
Gross Annual Revenue Saving in North Lindsay Street 245
Less Loss of Rental Income for Podium From Tayside Police 65
Net Annual Revenue Saving in North Lindsay Street 180
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