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1 Purpose of the Report

· To set out the range of options for the Project Board to appraise.

· To make recommendations on further work for approval by the Project Board at next meeting in June 2008.

· To set out a timescale for the development of a full business plan, and finalisation of the contractual arrangements for the catering offer.

Background

· The successful HLF 2 application did contain and early draft of an Outline Business Case. The project team have agreed that there is currently an opportunity to review and refine the work undertaken to date.

· The case submitted to the HLF was based on a service level agreement with Lancashire Museums Services to operate the Café. Initial works by LMS allowed figures to put against both the income and expenditure lines of a provisional budget.

· Timescales are such that the assumptions underpinning the existing P&L need to be interrogated and the Project Board approve the further development work against agreed criteria for evaluation.

Criteria of Options Evaluation

It is proposed that the following criteria are developed for the evaluation of the options:

1. Value for money

2. Contribution to the long-term sustainability of the facility

3. Reduces required RVBC subsidy levels

4. Promotes local employment

5. Promotes local level producers

6. Brings added value to the Castles ‘offer’

7. Fully exploits the sites potential for a range of catering services, functions, events, evening and out of hours functions and;

8. Is compatible with RVBC’s social and cultural agenda

9. That it can be demonstrated that there is willingness, interest, demand for the offer.

10. The collaborative working with RVBC will be possible within the option.  The 10 criteria should be allocated a weighting and a matrix established which allows scoring of all options put forward.

The Range of Options Available for Consideration

Option 1

For LMS to operate the Café in conjunction with the Museum.

Option 2

For RVBC to operate the Café.

Option 3

For the Café to be offered to the open market on a purely commercial basis.

Option 4

For the Café to be offered to the local operator market as a partnership basis (some form of public/private collaboration).

Following discussions with RVBC it is agreed that RVBC do not posses the in-house resource or expertise to operate a catering facility and it was therefore decided that Option 2 would not be further developed.

It was also agreed that Option 3 was not compatible with the approved purposes of the HLF Grant (?) or the social and cultural agenda’s of the local Authority and was therefore rejected.

It is therefore recommended that Options 1 & 4 are further developed.

Option 1 – LMS

The catering offer from LMS is set out as follows:

Year 1

Staff Costs (labour)

  £27,489.00

Management Fee

    £4,000.00

Sundries


    £1,500.00

Food



  £16,932.00

Total expenditure

£45,731.00

Total Estimated income
£49,800.00

Net Profit/Loss Y1
          £-121.00.00

This is projected to improve so that by Year 3 net profit is £6,500.00.

It is important that the project team fully understands the basis on which these figures are generated.  Information required is as follows:

· What are the staffing levels

· What is the ‘catering offer’

· What are the opening hours of the Café

· What events/functions are covered entree costs

· What does the management fee buy

· What marketing/promotions will be provided and at what cost

· What will LMS provide for the fit-out

· What are the staff costs for out of hours opening

· What is the estimated spend per visitor and how many visitors to the museum are expected to use the Café

· Is any catering provided for school parties

It is hoped that by the March Project Board Meeting a more detailed LMS proposal will be tabled.

2 Option 4 – Local Private/Public Collaboration

In order to assess the feasibility of this option preliminary discussions have taken place with two established local operators only with the aim of gaining a better understanding of the nature of possible private interest.

Initial findings are as follows:

· Facility will be of significant interest to a local private operator, albeit there are limitations to the potential due to size, location and success constraints.

· Facility seen as having significant potential

· Private operator would be keen to enter into a collaborative partnership with RVBC

· Private operator recommends a simple contractual relationship based on the annual payments of a market rent or a profit sharing formula

Next Steps

· For RVBC to undertake some soft market testing

· For the market rental to be established for the Café

· For the scope of the offer to be defined

· For the nature of the collaboration to be defined

Actions and Recommendations

· To progress a detailed piece of work on both the above options for presentation and Project Board in June 2008.

· That a decision is taken at the June Board on a preferred option.

· That the preferred option is detailed up with the aim of having a contractual relationship agreed by September 2008.

June 2008 -  Board approval for preferred option

Early July 2008 – Tender documentation preparation

Early Aug 2008 – Tender Period

Early Sept 2008 – Tender Evaluation

End of Sept 2008 – Operator contractually committed

Oct -> Dec 2008 – Development of kitchen fit out works

Jan -> March 2009 – Kitchen Fit out on site
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