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PROPOSITION

THE STATES are asked to decide whether they are afpinion -

to request the Minister for Treasury and Resout@es

(@)

(b)

make no changes to the approved areas of neigjlity, internal
structures and reporting lines of Jersey Propemydidgs (as laid
down in the Report and Proposition P.93/2005) erStates of Jersey
Development Company Ltd. (as laid down in the Repand
Proposition P.73/2010) without referring any praabshanges to the
States for prior approval; and

to ensure that the protocols and controls dogethe transfer of
property from Jersey Property Holdings to the Staté Jersey
Development Company Limited as set out in the psijom

“Property and Infrastructure Regeneration: the eStabf Jersey
Development Company Limited” (P.73/2010) adoptediliy States
on 13th October 2010 (an extract of which is repoed at
Appendix 1 of the attached report) will be impletsehconsistently
with that proposition.

SENATOR S.C. FERGUSON
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REPORT

In an e-mail of 8th July 2011, the Minister for &seiry and Resources stated that a
review of Jersey Property Holdings (JPH) was reqlir

“to ensure that JPH is able to deliver the sigrdfit changes required to the
property function in the future”.

He went on to say that —

“the management review process being carried ot isnsure that it [JPH]
is able to establish the correct working arrangemetth the new States of
Jersey Development Company in line with the regeatjreed proposition
[P.73/2010] which established the States of JeBeyelopment Company.”

JPH was established in 2005 by a States proposi#@8/2005. This was achieved
following extensive consultation with external peoly specialists, including KPMG.

The agreed organisational structure reflected itmgumest practice for the appropriate
management of property assets. JPH is designext ssdhe Landlord function for all

States property assets. As such, it representsAggembly; which on behalf of the
Public is the ultimate custodian of all States &sse

Over the last 4 years, most of the objectives seiroP.93/2005 have been achieved
by JPH, despite significant issues that JPH inberih the properties transferred to it

from other departments. A comprehensive propertglizse and management system
has been put in place. The estate has been propaed, and strategic reviews

completed of the office estate and the ESC poadtfoli

This has been achieved despite the totally inapjai@pfunding allocated by Treasury
for such an important function. JPH has been gyasstler-resourced and structurally
under-funded from its inception. Members will beaagvof the £120 million backlog
maintenance in the estate — this did not appeanmyd. It is the legacy of years of
neglect. Whilst the Council of Ministers have adted funds to address some of the
more urgent issues, the States portfolio is acgrmore deferred maintenance than is
being fixed

JPH is obliged to do things in the best interesth® Public. Sometimes these actions
are not popular, but it is not JPH'’s role to beyap

The States of Jersey Development Company Ltd. (Sp3@s established as a limited
liability company to deliver development projectprimarily complex projects in
regeneration zones. Like other commercial devefypeis a risk vehicle. It is set up
to do things which JPH (as the Landlord, and adaze$ Department) cannot. The
prime role of SoJDC is to develop surplus Statesetas As such, it is entirely
complementary to JPH, as JPH would engage comrhdmialopers if SoJDC did not
exist. These principles are clearly set out in RGB0.

The Minister for Treasury and Resources has ingittiat it is his intention to review
the structure and functions of JPH and its interfath SoJDC.
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As these are matters which have received significgout from professional property
consultants, have been subject to a number ofwsvigy Scrutiny, debated in the
States Assembly and approved by States Membeiss egsential that any proposed
changes to those arrangements be brought back iso Assembly for careful
consideration.

The whole thrust of the proposition is thereforedquest formal confirmation from
the Minister that, should the review currently irogress result in changes to the
structure of JPH which vary from that set out i8372005, then these will be brought
to the States.

Furthermore, assurance is requested that the pistamvering the transfer of
property from JPH to SoJDC, as defined in P.73/2@1i0 be maintained and, in
addition, that the controls regarding the transfeiStates property to the States of
Jersey set out in P.73/2010 will be fully and cotlseimplemented.

P.73/2010 is quite specific about the valuationtanfl to be transferred from JPH to
So0JDC, and the protocol is designed to ensurethieaPublic achieves market values
for its land and building assets before these keed in a risk vehicle.

This proposition is intended to ensure that anyppsed changes to these principles
are properly debated and approved by the Statesebefhplementation.

Financial and manpower implications

There are no financial or manpower implications foe States arising from this
proposition.
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APPENDIX 1

EXTRACT FROM
‘PROPERTY AND INFRASTRUCTURE REGENERATION: THE STAT ES
OF JERSEY DEVELOPMENT COMPANY LIMITED” (P.73/2010)

“9. Jersey Property Holdings

Jersey Property Holdings (“JPH”) acts on behalfth Minister for Treasury and
Resources as the holding body and corporate estateagement function in respect
of all Public property. In that context JPH is aely engaged in developing strategic
plans for the more effective utilisation of pulglimperty assets to support the delivery
of improved public services in financially sustditeaccommodation.

It is essential that these activities are fullyegriated with the proposed Island-wide
regeneration, planning and development.

JPH will seek to co-ordinate its inward investmenpublic assets used by States of
Jersey departments with that of The States of yédsgelopment Company Limited

by releasing assets where the property or the \@fltiee asset is surplus to States of
Jersey requirements and which fall within desigha®egeneration Zones to The
States of Jersey Development Company Limited tdlensegeneration projects and,
where appropriate, acquiring private property asseeded for regeneration schemes.

Assets will be transferred at open market valugestilio recognising the cost of
providing significant upfront infrastructure cosiad public realm. In this case the
Minister for Treasury and Resources may agree édrdmsfer of assets from JPH to
The States of Jersey Development Company at lessdpen market value or on a
deferred payment basis.

Once a Regeneration Zone has been approved bytates S\ssembly via the Island
Plan process and the Masterplan for such Regeoeiatine has been approved by the
Minister for Planning and Environment, any Statesdperties within that particular
Regeneration Zone, where the property, or the vHieesof, is not required by the
States, or the property is needed to be develapeeliver the socio-economic needs
of the Island, will be transferred by JPH to Theat& of Jersey Development
Company Limited.

A protocol has been developed which will be usedume the transfer of property
and this can be found Appendix 7 of this Report.
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APPENDIX 7 [to P.73/2010]

Protocols for the Transfer of assets to and from th States of Jersey Development

11

Company (“SoJDC")
Principles

The States of Jersey (“SoJ”) is establishingD&b as a development
company. The prime purpose of SoJDC is to deliegeneration projects to
provide the best socio-economic benefit to SoJs Will be in the form of

enhancing the value of existing properties througifurbishment, the

development of new properties, infrastructure amolip realm. Regeneration
assets may be retained by the Public (SoJ) or skspof to realise capital
proceeds. Property held by either Jersey Propestglibgs (“JPH") or SoJDC

will be consolidated within the SoJ accounts.

Transfers to SoJDC

1.2

13

1.4

15

1.6

1.7

1.8

JPH carries assets on its balance sheet vatuiteir existing use basis.

For assets within a regeneration zone thaddoeiltransferred to SoJDC, JPH
will commission an independent land residual vatumbf those assets that
are capable of being developed independent of apted masterplan.

Where land and property is transferred from §#*°HOJDC, the transfer value
will be the market value of the property in its sig condition, with its
existing development permissions.

However, where any land and property is withifRegeneration Zone and
where the Regeneration Steering Group has ideshéfieequirement for public
realm and infrastructure, an independent asseswheatue and costs will be
commissioned by the Regeneration Steering GroufSGR with inputs
agreed by JPH and SoJDC. This independent assessantledetermine the
land residual value of the sites within a particukgeneration zone under the
adopted masterplan. This independently determiaad Fesidual value will
be the transfer value of land from JPH to SoJDC.

There will need to be a political decision t@gress with the regeneration
scheme instead of disposing of certain land.

Any land to be transferred from JPH to SoJDOclvhis outside of a
regeneration zone will be the subject of an inddpahvaluation to determine
market value commissioned by JPH. Such valuatidinfevim the basis of the
transfer value from JPH to SoJDC.

The land which forms the basis for a Regermradone will generally
comprise a combination of property currently in Rulobwnership and
privately owned property which will be acquired tmytual agreement or by
Compulsory Purchase at Market Value prior to dguelent.
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1.9

Where property is acquired by JPH of behathefPublic under Compulsory
Purchase powers for transfer to SoJDC, SoJDC vaéitnthe acquisition costs
inclusive of all fees and disbursements at the tifrteansfer.

The Transfer of assets from SoJDC

1.10

1.11

1.12

2.1

2.2

2.3

2.4

2.5

In recognition of the potential additional némcome from parish rates
generated from any completed new developmentsrageneration zone, the
respective Parish should be approached to takershipeof any new areas of
public infrastructure and public realm which canressonably be sold as part
of a commercial development. In which case theilitgbfor any ongoing
maintenance would pass to the Parish.

In the event that a binding agreement canaatehched with the respective
Parish for the transfer of ownership of public reand where the transfer
value of assets by JPH to SoJDC has recognisedadet account of the

costs of providing any exceptional items of pubtifrastructure and public

realm (over and above that which might be alreaftert into account by the
external valuer in assessing Market Value), thasfiexr back of completed

public infrastructure and public realm by SoJDCARH shall be at a nominal
sum.

Public realm and infrastructure transferreckitia JPH must be accompanied
by an appropriate revenue stream (e.g. alfresaanie¢ car parking revenue

and/or rental income) which provides sufficientdme to meet the future

property operating costs

Accounting and Budgeting

JPH and SoJDC are both within the States ofeyegroup accounting
boundary and are required to prepare accountscioréd@nce with UK GAAP,
as interpreted by the Jersey Financial Reportingnidh (JFReM) and
associated Financial Directions and procedures.

All assets belonging to JPH and SoJDC will éeorded in accordance with
UK GAAP, interpreted by the JFReM and associate@if¢ial Directions and
procedures.

Accounting for the transfer of assets betwden JPH and SoJDC will be
undertaken within the group boundary in accordanid the JFReM and
associated Financial Directions and procedures. Tileasurer will provide
direction on the specific accounting entries farhefransfer.

Where an asset is transferred from JPH foptimpose of development and/or
regeneration under paragraph 1.5, above, thistiswtended to result in a loss
of income or charge against the JPH budget unledgdt has been provided
for this purpose.

Where an asset is transferred from a Statdswgr@peration for the purpose
of development and/or regeneration under paragtephabove, it is not
intended to financially disadvantage that operation
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3. Detailed Protocols

3.1 Detailed protocols will be prepared for thensfer of assets relating to
individual schemes and all schemes will be subjaxt development
agreements in accordance with all the principlé®gtabove.

3.2 The Minister for Treasury and Resources wilisider all of the principles set
out above including detailed protocols and develpimagreements and the
financial obligations thereto before any schemegpisroved.”
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APPENDIX 2

STATES OF JERSEY

STATES OF JERSEY PROPERTY
HOLDINGS: ESTABLISHMENT

Lodged au Greffe on 3rd May 2005
by the Policy and Resources Committee

STATES GREFFE

2005 Price code: C P93
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PROPOSITION

THE STATES are asked to decide whether they are afpinion -

to refer to their Act dated 24th July 2002 regardirg the Machinery of

Government

proposed departmental structure and trasitional

arrangements and —

(@)

(b)

to approve the following principles for thetute management and
administration of States Property —

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

the creation of a new department to be kn@sn'States of
Jersey Property Holdings’ under the Finance anch&mics
Committee and its successor Ministry, in order ¢wafop a
modern, innovative approach to the management ageguty
and deliver the aims as set out in section 3 ofepert;

the transfer of administration of all Statpsoperty assets,
with the exception of those assets under the adtration of
Trading Committees and Social Housing currently
administered by the Housing Committee, to State3eo$ey
Property Holdings;

the transfer of existing staff with propgrtesponsibility to
States of Jersey Property Holdings;

the development of a States Property Pldnickvwill include
all States Property, to be agreed by the Statemasof the
States Strategic Plan;

the development of a States of Jersey Prppddldings
Business Plan in accordance with the agreed SPatgserty
Plan and approved by the States as part of the @\rBtates
Business Plan, which will authorise the departmémt
develop, sell, buy, re-allocate or otherwise mandge
property or interests in property as identifiedhivitthe plan;

the development of a fully integrated landloand tenant
system of property provision and maintenance batv@tates

of Jersey Property Holdings and States Departments,
regulated through Service Level Agreements;

the introduction of a charging mechanisnr fal property
assets to reflect the true cost of occupation;

to charge the Policy and Resources Committeepnjunction with
the Finance and Economics and Environment and & @#rvices
Committees, to facilitate the organisational changecessary to
implement the proposals for the future adminisbrati and
management of States Property;
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(c) to charge the Finance and Economics Committegestructure
relevant budget allocations and develop the nepes$smncial asset
management arrangements to achieve (a)(i) toghoye;

(d) to charge all Committees of the States to merate with the Policy

and Resources, Finance and Economics and EnvirdremeinPublic
Services Committees in the development of the malso

POLICY AND RESOURCES COMMITTEE
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REPORT
1. Introduction

States property assets have been conservativalgd/alt £1.6 billion. This represents
an investment of some £18,000 for every persorertsiand.

All organisations, both commercial and ‘not for fifpmust make best use of their
property to realise both a financial return andetsure that services are delivered
efficiently and effectively. The States of Jerseyno exception, but it also has a wider
responsibility to ensure that assets are emplayéiget benefit of the Island.

The States has agreed a Strategic Plan which sethe continuing development of
our economy, thereby providing employment, and rfai@ security for Island
residents as well as generating the funds to stigpoomprehensive range of public
services and a world class infrastructure. TheeStptoperty is a valuable commodity
which should be used to support and underpin tlaeStStrategy. The current
administrative approach must be changed into a rotepreneurial and innovative
approach which ensures that the best use is maalembperty either for services, as
a source of investment, or to underpin the widenemy and the Island’s future.

Successive reviews by Environment Resources Manageim 1999, the States Audit
Commission in 2000and a report on the Future of Property Service20df have
highlighted shortcomings in the way that the Statiedersey manage their property
assets. Key findings from these reports are —

. dispersed and inconsistent ownership and contistaies’ property;
. absence of a clear, single point of accountalfitityproperty;
. no system for accounting for the value, true adsproperty assets

and services — a valuable and scarce resource;

. slow decision-making and approval process thro@pmmittee
structure;

. shortage of people with relevant property skills;

. inadequate separation between the strategic ttl{@olicy-making)

function and the executive “provider” function;
. lack of authority and control to ensure that geBcare carried out;

. property seen by users as a “free good”, with meemtive to use
efficiently or maintain properly, and;

. maintenance budgets used for other purposes.

! Environment Resources Management (ERM): Strategitel of Property Services, October
1999.

2 States Audit Commission Report No. 12, 15th Jufe.20

® Service Review undertaken by Drivers Jonas Limiedust 2001.
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Recognising these issues, the Policy and Resou@m®mittee proposed, in
P.70/2002, that, ‘the Treasury and Resources Dmpatt will have responsibility
for... corporate property (the ‘client’ role), inclingy policy responsibility for property
procurement, design and maintenédhce

The rationale for an integrated approach to prgpadgnagement was confirmed in the
Five-Year Vision for the Public Sectaand extended in the States Strategic Plan as a
specific deliverable under Strategic Aim Nine: Tal#hce the States Income and
Expenditure and Improve the Delivery of Public See¥.

Most of the property occupied by States departmandsother public administrations
is owned byle Public’ which is the legal entity. In turn, the Stateslefsey acts as a
delegate of the Public and is entrusted with tleevatdship of this public property
[hereinafter referred to as ‘States property’].

2. Corporate Management Board Review of Property
Charged with progressing these proposals, the Catpdanagement Board asked
the Managing Director of WEB to lead a review obperty administration and

management structure OptiOI’]S.

The key findings from stakeholder interviews wesdalows —

. There is no overall accountability for the perfamoe of property within the
States;

. the property skills of the Department of Propesrvices and WEB are used
on an ‘available to departments’ basis rather talimg responsibility for the
portfolio;

. there is no alignment between ‘ownership’ of propeand authority to
manage it;

. there is no central, co-ordinated strategy foteStaroperty;

. property is viewed as a ‘free resource’ withoutemtives or penalty to

encourage more efficient use;

. incomplete data collection and management systa@shindering efficient
delivery of property services and making value wsial of property
performance extremely difficult to achieve;

. there is a growing maintenance backlog problemthpaesulting from
inadequate investment and partly from departmeetallocating property
budgets to core operations at the expense of essepairs; and

% P.70/2002 — paragraph 1.11.1.
® P.58/2005 — paragraph 7.9.
®P.81/2004 — paragraph 9.1.

Page - 13
P.127/2011



. no central procurement function or effective sypphain management
provisions exist.

The collective effect of these issues has beerrdate a lack of confidence within
departments that the States can, or will, effidgyeptovide for their future property
needs in a comprehensive and coordinated mannea. phactical level, this has led
to —

high levels of time spent on delayed or abortegberty initiatives;

. inadequate property maintenance planning and émgend
. a growing pool of unproductive and inefficient etss
. sub-optimal use of land and buildings charactdri®e a ‘lowest cost, easiest

fit", short term approach to estate management;

. frustration within departments and between depamts)

. _sl_oyv _and cumbersome decision-making on properspatial/development
initiatives;

. excessive States involvement in property decisiafing; and

. significant duplication of property managementrgses performing similar

functions across numerous departments.

In summary, there is a very strong consensus arh@iuasf Officers and stakeholders
that the existing arrangements are ineffective arafficient and that substantial
benefits can be gained from centralising the mamagé and administration of the
States property portfolio.

3. Proposed structure

The proposed organisational structure is shownhycafly below and in more detall
at Appendix 1. It is a much simpler approach topprty management than the
existing fragmented systems and processes.

In summary it is proposed that all property (witle xception of trading committees
and Social Housing) will be transferred into a #ndepartment together with the
existing staff and budgets to manage it. The Statkset the longer term Property
Strategy as part of the Strategic Plan and annttadiyProperty Business Plan will be
brought to the States for decision as part of trexall States Business Plan.
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The Department will be charged with delivering pradp for services according to the
agreed and funded service requirements. It willabeountable via Service Level
Agreements. The department will also be accountablachieving asset management
targets in terms of cost, delivery of savings, medufor reinvestment and project
targets and timetables. It will answer to the Toeasnd Resources Minister for asset
performance and to the Council of Ministers forgedy standards meeting service

needs.

Performance will be measured against public aneéhtgisector benchmarks and may
be subject to review by the Public Accounts Conemritt

Figure 1 — Proposed structure

Meeting Returns — Capital / revenue STATES OF Property Charge / Capital
JERSEY <
PROPERTY
HOLDINGS
A 4
TREASURY Capital Property Servics DEPARTMENTS

Revenue Budget / Capital Allocation

Responsibility for the administration and managetnoémall States property assets and
associated services will be transferred into alsidgpartment to be known as ‘States
of Jersey Property Holdings’. The exceptions are —

Property Administered by States Trading Committees

The incorporation of Jersey Post is well advareredi relevant property assets
will be transferred to the new company when esshblil.

Both Jersey Airport and the Harbours Departmeataurrently considering

the best vehicles for delivery of services in thepecialist areas. Until a
decision has been reached with regard to the fstates of these bodies, it is
not appropriate to centralise property adminisorati

States Social Housing Estate

The States, in June 2004, agreed an amendmem ¢fdusing Committee to
the Strategic Plan, which recognised the need faominued direct link
between rentals paid and property management witates housing.

The Housing Committee is considering alternativeppsals for the future
management of the States’ social housing estatehwtill be submitted for
consideration in due course.
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States of Jersey Property Holdings will be a depamnt of the States, reporting to the
Finance and Resource Minister under the new Mingtstructure. The Chief Officer
of States of Jersey Property Holdings will be actable to the Chief Executive of the
States and to the Treasury and Resources Ministethe management of assets
including the delivery of any agreed financial rettio the States. It will develop a
modern, innovative approach to the management oty in order to have the
following aims —

Aims

. Optimise operational efficiency;

. use the estate to improve the delivery of puldivises;

. minimise under-performing/unproductive propertges;

. optimise the efficiency of building maintenance;

. minimise management costs; and

. maximise and implement opportunities for cost odidm and for extracting

capital from the portfolio.

States of Jersey Property Holdings will be accduletto departments for the delivery
of modern effective property which meets their redtilwould be a requirement that
maintenance standards would be maintained. Itapiéirate contractual relationships
with all its tenants. The quality and frequency s¥rvices provided to States
Departments will be regulated through Service LéA\gileements (SLAs), which will
be reviewed on an annual basis. Responsibilityekisting property agreements with
third parties will be transferred to States of dgrieroperty Holdings.

Staff whose principal responsibilities relate togerty matters will be transferred to
States of Jersey Property Holdings. The Policy Radources Committee is mindful
that organisational restructuring on this scalel wdquire the co-operation of
individuals, their departments and Committees. Hée principle is to remove many
of the day- to- day property decisions from indiatl departments, allowing them to
focus on core service delivery and place properggigions in the hands of
professionally qualified staff who are accountabbethe CMB and Council of

Ministers.

4, Property strategy

The review identified the lack of formal plans itiing the need for property and
services across the organisation in the medium ésrenserious weakness.

States of Jersey Property Holdings will co-ordinatgh States departments through
the CMB, the development of a States Property Rbat defines departmental
property requirements for a 5-year period. TheeSt&roperty Plan will become an
integral part of the States Strategic Plan.
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The States Property Plan will identify and quanpfytential surplus accommodation
and determine proposals for the rationalisation Sthtes property holding. For
example the review looked at 16 primary Statescefbuildings and concluded that
occupied space per workstation was some 26% hitifear the U.K. Government
Office Standard and as much as 73% higher than modifice space efficiency
standards. It concluded that this could translat® ia realistic space reduction
potential of 54,000 square feet which could regula sustainable cost saving in
excess of £1 million per annum.

The States Property Plan will also examine the rgiatleto extract value from the
States property assets, by obtaining a returnresdfup’ office space and through the
redevelopment of under-utilised properties. Thersignificant development potential
within States property assets that could be unkbdkeprovide either a new income
stream or capital receipt and further benefitholsland.

The Vision for change approved by the States lasir ydentified the potential to
achieve significant savings by bringing under-géiti properties into productive use.
The review has confirmed this initial view and anservative estimate shows that
there is potential to release in the region of £825 million from the States Assets.
This could be by disposal or leasing to third gatiSuch releases would result from
improving the use of existing assets and reducindettutilisation. The estimates
assume that there would need to be initial investrmesites and premises in order to
rationalise property and concentrate uses. It waalkb be necessary to retain
sufficient land and property to meet future needsl that is allowed for. This would
have the added benefit of providing premises andcespto support economic
development and thereby minimise further encroacihmeutside existing
developments.

States of Jersey Property Holdings will become twy charged with the
procurement of new property assets. The States eRyoPlan will identify
departments’ requirements and produce a prioritisiedelopment schedule in
accordance with the availability of funding agréethe States Business Plan.

This overall strategy will be translated into arhiagable and affordable States of
Jersey Property Holdings Business Plan, to be stdmannually for approval by the
States as part of the States Business Plan. Tkisdas plan will be put forward by
the Council of Ministers after review by the CMBjdathe Treasury and Resources
Minister. It will include the property requirememsthin the approved States Property
Plan. The approval of the States of Jersey Propédiglings Business Plan will
authorise States of Jersey Property Holdings teldey sell, buy or otherwise manage
the property or interests in the property as idietiwithin its business plan.

5. Charging and funding arrangements

A fundamental weakness of the current propertyngements is the inconsistent way
in which occupiers of property are charged, or @stthe case may be. At present
occupying departments may pay a rental that refletrket rent, or is lower than
market rent (and may be nil). The rental chargea msatter of historic circumstance
and this disparity causes a number of problems —

Page - 17
P.127/2011



. there is no incentive for departments to achiex® balue in occupation and
use of property, particularly generic office accooaation;

. cost comparisons with other services providerdlipand private sector) and
historical data may be skewed; and

. the lack of a rental stream which reflects theigadf the properties occupied,
results in an insufficient budget provision to adstgly maintain those
properties and no provision to meet the futureaeginent cost of the asset.

To counter these shortcomings, a charging mechaniBrpbe introduced that provides
a charge in the form of an ‘asset rental’, whictheds either the market value of the
asset or the cost of its replacement amortisedits/eseful life.

The charge will form part of a department’s revebudget and will be subject to the
normal budget review process. Additional resourmesnew charges, to meet the
annualised costs of additional capital, will beoedited only in accordance with the
agreed States Property Plan. Budgets for capitabels will be adjusted following the
rationalisation or disposal of property. Initialiyrere will be no impact on the States
‘bottom-line’ as the additional departmental budg#ocations will be offset by a

‘credit’ budget in States of Jersey Property Hajdin

In this way, asset rich departments will have theentive to manage their property
assets more efficiently and effectively, as thergbdavill form a significant proportion
of the controllable base budget. It will promote tteview of the use of assets as
departments attempt to reduce costs to meet eféigissavings targets or employ
financial resources to higher priorities. The rawiprocess will identify expensive
sites and equipment, by providing a more realisgjare for the cost of holding and
maintaining property.

In addition to receiving an ‘income’ from Statepdaments, States of Jersey Property
Holdings will receive funding from three other pripal sources —

. the revenue budgets associated with property nesnaigt and maintenance,
currently held within departments, will be transéel to States of Jersey
Property Holdings;

. capital budgets for the procurement of new prgpassets will be allocated to
States of Jersey Property Holdings, in line with #dyreed States Business
Plan proposals;

. income from rents received from third parties.

Where the States Property Plan identifies assgiabba of disposal, the Treasury and
Resources Minister may agree that the capital peagan be applied to generate
additional revenue or be ring-fenced for redevelepinpotentially reducing the call
on the States Capital Budget allocation.

The Treasury and Resources Minister will take etoount expected capital receipts
when proposing overall expenditure targets in thaual States Business Plan to
ensure that States spending is not increased um@mtrolled fashion.
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6.

Benefits of reorganisation

An integrated property administration and managérmepartment will be able to —

realise economies of scale and lower operatintscos

standardise systems, processes and documentatigmovide consistently
reliable and timely management information;

demonstrate transparency and accountability ipgatg matters;

operate in a business-like manner, providing dityuservice regulated by
SLAs; and

provide a centre of excellence, capable of dédligebest practice and creating
a career structure for property professionals withe States whilst freeing-up
service delivery resources.

The development of a strategic States Property Wilhenable —

accommodation requirements across the States &sthblished, identifying
opportunities for use or disposal of surplus assets

the development of a State-wide approach to tlealon of appropriate and
prioritised revenue and capital budgets for propemd

the creation of accommodation standards and qwnreng performance
criteria,;

future long-term maintenance and replacement opgnty to be properly
managed.

The creation of a charging mechanism supporteabyst data will —

identify the true cost of occupation of propemryabling performance to be
more accurately benchmarked;

encourage the efficient use of property and, wiag@mropriate, allow unused
and underutilised space to be released;

provide the basis for realistic property managernagi maintenance budgets;
and

facilitate the move toward resource accountindniwithe States of Jersey.
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7. Implementation steps

Information requirements

The transition from the existing structure to thmbposed presents a number of
challenges, the first of which is the need for shuwwomprehensive data on which to
base decisions. All pertinent asset and propemyices data must be collated into a
single central property management system. Whese Hata is not available it will
need to be acquired.

It will be necessary to collate and review all ledacumentation relating to property
holdings to ensure that it fits within the proposeadel.

Creation of a Property Board

The Property Board, reporting to the Corporate Mangent Board, will initially be
responsible for ensuring all necessary structumes ia place to promote good
corporate governance through transparency of aatioiclear lines of accountability.

The Property Board will work with States of Jergagperty Holdings to produce the

initial States Property Plan and thereafter prowadeinterface between departments
and States of Jersey Property Holdings to revieateSt property policy and its

implementation through States of Jersey PropertyiHgs.

Creation of States of Jersey Property Holdings

By approving part (a) of the proposition ‘Stateslefsey Property Holdings’ will be
created.

To achieve the benefits outline above, States iseyeProperty Holdings will require

personnel with the necessary skills and experidnckead the transformation and
modernisation of the States property function. Riécrent to the post of Chief Officer

is an essential early step to ensure that the ma@fonal structure being developed
will deliver.

Further key staff will need to be identified to rage the new structure. This will be a
matter for the Finance and Economics Committee midtér to determine, but any
initial salary costs should be met from organissloefficiencies generated by the
new structure over a 2 — 3 year period and themedfirther savings should be
achieved.

States of Jersey Property Holdings will work clgseith the CMB to prepare the
States Property Plan. The Plan will include praridior the delegation of authority to
States of Jersey Property Holdings for propertjviiets undertaken within the remit
of the approved States Property Plan.

A major early task will be the establishment ofnsiard format Service Level
Agreements between States of Jersey Property Hldand property occupying
departments, including the development of a prgperarging mechanism.

States of Jersey Property Holdings will then be dblproduce a Business Plan. The
States of Jersey Property Holdings Business Pl#rbwireviewed by the CMB and
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approved by the Treasury and Resources Ministevilllinclude agreed performance
standards, with appropriate measurement and marmsggmocesses.

Relevant revenue and capital budgets will be ifiedtiand transferred to States of
Jersey Property Holdings. States of Jersey Proptafiyings will then be in a position
to take responsibility for States property assets.

The transfer of administration of States owned tasses described in part (a) of the
proposition, together with the transfer of idewifi property staff, will enable the
creation of States of Jersey Property Holdings.

8. Financial and manpower implications

The transfer of existing capital and revenue busigdibcations for property related
matters to States of Jersey Property Holdings,thegewith the introduction of a
charge for property occupation, will be initiallydiget neutral. In the longer term, the
successful implementation of an effective propsttategy and management process
has the potential to deliver significant efficierggvings across all States departments.

There are significant costs associated with theldmpntation of the proposed plan
which may be up to £1.5 million, although such sosill be kept to a minimum. As
much use as possible will be made of existing inseoresources to minimise the cost.
This initial investment will be recovered from eféncy savings generated after the
first 2 — 3 years of operation. The initial costssé been budgeted within the sum of
£9.4 million which was identified as being requiteddeliver the change programme
and subsequent efficiency savings of £20 milliob years’ time.

A reorganisation on this scale will have far-reaghmanpower implications. When
States of Jersey Property Holdings is fully esshigld, the overall level of staff
resources is likely to be less than that curremthployed across States departments.

As reported earlier the review has identified tivdh effective management it will be

possible to achieve significant savings in the afstunning property and increasing
income by leasing or selling surplus property. Thange programme has included
£5.5 million per annum savings by 2009 resultingrfrthis property re-organisation.

It is a significant element of the £20 million pannum savings by 2009. The
underlying requirement is that current maintenaistendards will be retained,

delivered more efficiently and at less cost. Onlteofathe property responsibilities

have been brought together it will be necessagatoy out a thorough review of the
condition and maintenance requirements. This liwathe States to ensure that the
proper level of maintenance is delivered to enshia the Island’s public assets are
properly safeguarded for future generations.
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APPENDIX [to P.93/2005]
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