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10 DOWNING STREET

From the Principal Private Secretary 31 October 1986

Das LA

RENTAL CHARGES FOR GOVERNMENT PROPERTY

The Prime Minister has seen notes from the Efficiency
Unit and from Mr. Manzie, about the rent for Richmond Yard
and comparative rents in the Whitehall area.

The Prime Minister has noted from Mr. Manzie's minute
that under the PRS procedures the £17.50 per square foot
rent used for Richmond Yard planning and investment appraisal
purposes will be reviewed in the light of market rents and
a firm figure determined when ODA take occupation in autumn
1987. She attaches great importance to PSA's determining
the Richmond Yard rent in the light of the market rents
of nearby properties including any special premium chargeable
for the building's central position in the Whitehall complex.

The Prime Minister has noted too that the 7 St. James
Square building, with a rental of £30.00 per square foot,
has been rented for the Royal Fine Art Commission and the
Museums and Galleries Commission. She would like to know
why these bodies are being allowed to occupy such an expensive
building.

I should be grateful if you could let the Prime Minister
have a note on this last point.

I am sending a copy of this letter to Tony Galsworthy

(Foreign and Commonwealth Office), Kate Jenkins (Efficiency
Unit) and Trevor Woolley (Cabinet Office).

AR
N L Wil

(N.L. WICKS)
Robin Young, Esq.,
Department of the Environment.




PRIME MINISTER

RENTAL CHARGES FOR GOVERNMENT PROPERTY: RICHMOND YARD

The Effiency Unit's note below at flag A responds to your
gquestion at the recent meeting with Sir Robin Ibbs about the
appropriate rent to be charged to ODA for Richmond Yard.

The note says that ODA are to be charged £17. 50 per square
foot. This is not quite right as the note at flag B from
Gordon Manzie, Chief Executive PSA, explains. The rent for
Richmond Yard has not yet been determlned. The £17.50 was
used only for plannlng and investment appraisal purposes.
This figure will be reviewed in the light of market rents at
the time and a firm figure determined when ODA take occupation
in autumn 1987. R

The Efficiency Unit go on to say that on the basis of nearby
commercial rents, Richmond Yard might be expected to command
£19 20 per square foot, excluding any ~special premlum for its
central location within Whltehall Though perhaps a bit on
the high side, this does not 1ook out of line with the market
comparitors cited in paragraph 3 of Mr. Manzie's note. [The
£30 for 7 St. James Square, referred to in paragraph 5,

reflects, so I am told, that building's West End locatlon,

I

rather than its proximity to Whitehall. But this prompts the
question why the Royal Fine Art Comm1551on and Museums and

——

| Gallerles Comm1581on should be lodged ln such a relatlvely

——— R m—

expensive building.]

—

If you agree, I will minute PSA emphasising the importance
which you attach to their determining the Richmond Yard rent
in the light of the market rents of nearby properties,
including any special premium chargeable for the building's
central position in the Whitehall complex. Agree?

\.«}.i L2 (e ‘&

Though a small point, I would also enquire why the Royal Fine

Art Commission etc are also occupying such an expensive

building. Agree? \ (;
| 2P N

V. |

N. L. WICKS
30 October 1986 CAJAJA




COMMERCIAL - IN CONFIDENCE

MR WICKS

RENTS IN WHITEHALL { - (e S
You asked me for some information on /the rent for Richmond

Yard and comparative rents in the WHitehall Area.

BACKGROUND - The Property Repayment Services (PRS)
Arrangements

1. The PRS charge to Departments includes a figure for

the open market rent for the buildings they occupy, assessed
on a building by building basis. The Government itself

is the market leader for offices in Whitehall and the
attractions of the immediate area are less to a commercial
concern than to a Government Department. Indeed, it is
cheaper to house a Department in a like-for-like building

in Whitehall than in a number of other parts of SW1l, eg

St James's or Buckingham Gate/Victoria, where there is

real competition from commercial concerns.

Richmond Yard

2. The rent to be charged for Richmond Yard under PRS

has not yet been determined. For planning and investment
appraisal purposes we have been working on the basis of
£17.50 per sq ft. Under the PRS procedures this figure

will be reviewed in the light of the market rents at the
time, and a firm figure determined, when ODA take occupation
in autumn 1987. (ODA's existing rent for Eland House

is £16.00 per sq ft).

Market Comparators

3. Examples of rents for buildings near Whitehall recently
negotiated in the market:-

Standard House £13.40 per sqg ft
(Northumberland Avenue;
well worn and approaching lease expiry)

Cromwell House £16.50 per sqg ft
(Millbank;

High standard, air-conditioned,

newly refurbished)

10~-18 Victoria Street £14.50 per sq ft

(formerly Monsanto House; now newly
refurbished and recently occupied)

COMMERCIAL - IN CONFIDENCE




COMMERCIAL - IN CONFIDENCE

Ashley House (Monck Street, adjacent £16.50 per sq ft
to DOE's Marsham Street building;
new, air-conditioned)

Trevelyan House (Great Peter Street, £16.90 per sq ft
adjacent to DOE's Marsham Street

building; new, air-conditioned, just

being occupied by Lord Cancellor's Dept.)

Current PRS Rents in Whitehall

4. The main Whitehall buildings are, in commercial terms,
mostly poor standard and largely in need of extensive
refurbishment. The current PRS rents, which were assessed
two years ago, are as follows:-

Nos. 10/11 Downing Street £14.60 per sq ft
GOGGS gy.99 * v °
MOD Main Building £8.45 =

0ld Admiralty Building £7.90 "
Gwydyr House £9.00 .
Dover House £8.75 "

Comparators in Other Parts of SWl

5. Recently negotiated rents for buildings in other areas
of SW1l which are subject to stronger commercial competition
than Whitehall are:-

Buckingham Court (redevelopment of the £18.00 per sq ft
former BAA building facing Buckingham

Gate by the Palace - to be occupied by

the Dept of Energy)

7 St James's Square £30.00 per sq ft

(High quality, modernised Grade II
listed building - occupied by
Royal Fine Art Commission and
Museums & Galleries Commission)

A G MANZIE

CHIEF EXECUTIVE, PSA

30 October 1986

cc Secretary of State
Mr Chope

COMMERCIAL - IN CONFIDENCE
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thl {i N U‘J

—
Following up Kate Jenkins' minute of 24 October I attach a note

on property rentals being charged to Government Departments
located in and around Whitehall. This also covers charges for

commercial office buildings.

RICHARD HIRST
28 October 1986
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RENTAL CHARGES FOR GOVERNMENT PROPERTY

The PSA charge to the ODA for Richmond Yard is to be £17.50 per
square foot. This compares with a selection of other rentals
charged for Government properties as follows:

Property Tenant Description Rate per sq. ft.

Eland House ODA Well worn, £16
approaching
lease expiry

7 St James Sq. Museums and Small, high quality
Galleries modernised listed
Cammission building

Buckingham Gate  Department Being redeveloped £18-20
of Energy

1 Victoria St. DTI Large but slightly £16-18
older office block.

Charges for commercial office buildings in Central ILondon vary from
£40-45 per square foot in the City, £30 in Mayfair and St James' to
£17-20 for Trafalgar Square and Parliament Square. Based on ICI's
experience Sir Robin Ibbs would expect Whitehall rents to range
from £12 for unimproved buildings to £19 for refurbished properties.
These figures do not include any special premium for the site.

On the basis of reflecting commercial rents nearby, Richmond Yard
as a new development might be expected to command £19-20 per
square foot. This excludes any special premium which might be
charged for its central position within the Whitehall complex.




OVERSEAS DEVELOPMENT ADMINISTRATION
ELAND HOUSE
STAG PLACE LONDON SWIE 5DH

Telephone o1-213 4819

Sir Crispin Tickell KCVO 28 October 1986

Permanent Secretary

All Members of Staff

RICHMOND YARD

I am happy to be able to tell you that the last minute
problems about which I told you on 21 July have now been resolved.
The ODA's London Headquarters will move from Eland House to
Richmond Yard in the second half of 1987. We shall now press
ahead with the necessary arrangements, and we shall resume the

series of newsletters giving details.

Crispin Tickell
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10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG

RICHMOND YARD

I have shown the Prime Minister your note of 23 October in
which you set out how you intend to carry out the work which
was commissioned in my minute of 22 October. The Prime
Minister is content with your proposals. She will decide
nearer the time, when the papers are ready, whether she should
chair a meeting of the new Ministerial Committee on the
Allocation of Accommodation in Inner London.

The Prime Minister has also received a personal and
confidential minute from the Secretary of State for Social
Services which records his great concern about the treatment
of DHSS regarding their accommodation. I attach a copy of his
minute. (In view of its classification, it should not be
shown to anyone outside the Cabinet Office).

The Prime Minister has studied the Secretary of State's minute
with care, and has asked that the following action should be
taken.

(i) You should take DHSS's position fully into account in
the review of the Whitehall estate underway;

(ii) DHSS should be represented on the new Ministerial
sub-committee on accommodation;

(iii) The Department should also be represented on the
Official Committee which supports the Ministerial
sub-committee;

On the Secretary of State's point about presentation
of the decision on Richmond Yard, there will, so the
Prime Minister understands, be no "presentation" of
the decision as such. But the Prime Minister would
want it to be made clear in any public statements
about Whitehall accommodation that the needs of DHSS
are being given full consideration.

I have written to the DHSS informing them about the Prime
Minister's reaction to their Secretary of State's minute.

N

N. L. Wicks

27 October 1986

MANAGEMENT IN CONFIDENCE covering PERSONAL AND CONFIDENTIAL
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10 DOWNING STREET

From the Principal Private Secretary

27 October 1986

s Ty

RICHMOND YARD

The Prime Minister has now studied with great care your
Secretary of State's minute of 24 October which records his
great concern about the treatment of DHSS regarding their
accommodation. She has asked that I should make clear to the
Head of the Civil Service the following:

(1) he should take DHSS's position fully into account in
the review of the Whitehall estate underway;

(ii) DHSS should be represented on the new Ministerial
sub-committee on accommodation;

(iii) the Department should also be represented on the
Official Committee which supports the Ministerial
sub-committee;

on the Secretary of State's point about presentation
of the decision on Richmond Yard, there will, so the
Prime Minister understands, be no "presentation"™ of
the decision as such. But the Prime Minister would
want it to be made clear in any public statements
about Whitehall accommodation that the needs of DHSS
are being given full consideration.

The Prime Minister has also noted your Secretary of
State's point that he has to transact a vast amount of
business in a small room on the Cabinet Committee corridor in
the House of Commons. Your Secretary of State will be more
aware than I of the difficulty of getting a slightly larger
room, but I will see what can be done.

I am sending a copy of this letter to Sir Robert

srap b, y L@j@j{é%

N. L. Wic

Tony Laurance, Esq.,
Department of Health and Social Security.

PERSONAL AND CONFIDENTIAL




PRIME MINISTER

RICHMOND YARD | /

I am sorry to bother you with two further papers on this

subject!

At Flag A there is a minute from Sir Robert Armstrong
'responding to my minute of 22 October regarding the future of

Richmond Yard, the old Home Office buildingZand the need for a

review of the Whitehall estate. /Robert's r

satisfactory.

sponse seems

Do you want:

to take the first meeting of the Ministerial
sub-committee? or

wait until you see the papers?

At Flag B, Norman Fowler lodges an anguished cri de coeur for
better accommodation for DHSS. Thérburpose of his minute is

S

not, as he emphasises, to reopen the Richmond Yard decision.

Rather it is to put in an early plea for better accommodation

for his Ministerial team and senior officials. I have some

sympathy with him here. On his points, I suggest:

A

(i) I speak to the Chief Whip about the possibility of MJLﬁLAJZ;
getting him a slightly larger room in the House of w@jth q (
Commons. Very difficult, I know, but worth some -~ L‘S Vo

— 2
exploration.

Sir Robert Armstrong is instructed to take DHSS's

position fully into accounikin the review of the 20

Whitehall estate now underway.

DHSS should be represented on the Ministerial
sub-committee.




Although Norman Fowler does not ask for this, they
should also be represented on the Official Committee

—-—\————-

which supports the Ministerial sub-committee.

-~ —

On Mr. Fowler's points about presentation of the
decision on Richmond Yard, there will in fact be no
"presentation" in those terms. But it should be made
clear in any public statements about Whitehall
accommodation that the needs of DHSS are being given
full consideration.

(The Efficiency Unit are following up the points which you

raised with them today about the rental charged to ODA for
Richmond Terrace).

N LW

N. L. Wicks

24 October 1986

DG2BLV




PERSONAL AND CONFIDENTIAL

PRIME MINISTER

RICHMOND YARD

This issue has dragged on for long enough and I do not wish to reopen
it

I would however like you to be aware of the difficulties which my
Ministerial team and senior officials work under - difficulties which I

regret have been totally ignored by those responsible for thinking

e ——————

about the provision of accommodation.

First, as you know, Alexander Fleming House is not on the division

bell. The result is that” when there is a running whip, Ministerial
rh‘é—e—aangs have to be transferred to the House of Commons. (I pay
tribute to the efforts of the Whip to minimise disturbance but they
cannot be expected permanently to carry five Ministers). I enclose a
programme of some of the meetings which I myself have had in the House
over the last few months - to these should be added the meetings held

by my other Ministers.

Second, my Department is probably more in action in the House of

Commons than any other Government Department. Yet my Department—ﬁgghno

accommodation in Whitehall, the Headquarters is situated furthest from

whitehall, and my headquarters staff are scattered over more than 20

buildings. The result is that Ministers and officials waste a lot of
time travelling, especially to and fro from Whitehall and Westminster;




PERSONAL AND CONFIDENTIAL

and our decision - making and communications suffer from the central

core of the Department being so dis joined from the rest of the core of

Government. I regard it frankly as an absurd priority that the
g e s

Overseas Development Administration which probably has least to do in

Westminster is now to be given an office which is closest to the House

of Commons.

Third, the area in which we are situated poses particular security

difficulties late at night, which obviously most affects the staff of

e —

Ministers' private offices. Six staff have been mugged in the past 18

a—

months and there are problems IE?E‘EBe recruitment and retention of

secretarial and clerical staff.

Fourth, the vast amount of business which I personally transact in the
House takes place in a small room on the Cabinet Committee corridor. I
have not even the advantage of one of the slightly larger rooms where a

conference table could be put.

Frankly, I believe that the way that the allocation of Richmond Yard

has been handled without consultation is little short of a disgrace.

It adds to the impression of total indifference to our needs and our

case.

I do not wish to reopen the decision on Richmond Yard. I have no
quarrel with Geoffrey Howe. But I think you personally should be aware
of the position and that it should be taken fully into account in the
review of the Whitehall estate which you have asked to be conducted by
the end of the year. I think also that this Department should be
represented on your Ministerial sub-Committee on the allocation of

accommodation in inner London. I would also ask that in the




PERSONAL AND CONFIDENTIAL

presentation of the decision on Richmond Yard mention is made of the
fact that the accommodation needs of the DHSS are being given full

consideration.

24 October 1986
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CONFIDENTIAL

DEPARTMENTAL MEETINGS HELD IN THE HOUSE OF COMMONS
FROM MONDAY 7 APRIL TO FRIDAY 25 JULY

TUESDAY 8 APRIL

4,30 pm

5.00 pm

5.30 pm

Primary Care
3 Officilals

Residential Accommodation
4 Officials

Riverside HA
3 Officials

WEDNESDAY 9 APRIL

3.00 pm

4.00 pm

4.30 pm

5.30 pm

6.15 pm

NHS Pay
1 Minister, 2 Perm Secs,
2 Officials

Dietary Survey of Schoolchildren
1 Minister + 5 Officials

Briefing
1 Minister + 4 Officials

NHS Residential Accommodation
2 Perm Secs + 2 Officials

RHA Chairmens Appointments
1 Minister + 2 Perm Secs

MONDAY 14 APRIL

6215

Primary Care
3 Officials

THURSDAY 17 APRIL

4,15 pm

4,30 pm

Briefing
1 Minister + 4 Officials

Dennis Walters, R Sims, V Bottomley
1 Minister + 3 Officials




CONFIDENTIAL

MONDAY 21 APRIL

Briefing
5.30 pm 1l Minister + 5 Officials Rm 20

followed Meeting TUC \ Cttee Rm 5
by

WEDNESDAY 23 APRIL

Briefing (Chief Sec - PPRS
9.00 am 1 Minister + 3 Officials

Dennis Walters
10.45 am 1 Perm Sec + 3 Officials

3.30 pm 1 Minister + 4 Officials

Pensioners Voice
4.00 pm Outside Organisation
THURSDAY 24 APRIL

Dennis Walters Briefing
9.00 am 1 Minister, 1 Perm Sec, 2 Officials

Briefing - Sir K Joseph
2.45 pm 2 Ministers + 5 Officials

GM's Pay
4.30 pm 1 Minister, 2 Perm Secs, 1 Official

Regional Chairmen
5.30 pm 1 Minister, 2 Perm Secs

Sir K Joseph
6.00 pm 1 Minister, 4 Officials

Residential Accommodation
6.30 pm 1 Minister + 2 Officials
THURSDAY 8 MAY
NHS Residential Accommodation
3.00 pm 1 Perm Sec + 3 Officials
TUESDAY 10 MAY

Review Bodies Briefing (Mtg No 10)
2.45 pm 1 Minister, 1 Perm Sec + 2 Officials




WEDNESDAY 14 MAY

6.00 pm Meeting FDA (Union)

FRIDAY 16 MAY

SocSec Bill Briefing
9.30 am 3 Ministers + 3 Officials

Briefing (for meeting with Chief Sec)
10.30 am 3 Officials

TUESDAY 20 MAY

Review Bodies Briefing
11.00 am 2 Perm Secs + 3 Officials

Mr True
1.30 pm 1 Official

GM's Pay
3.00 pm 2 Perm Secs + 2 Officials
WEDNESDAY 21 MAY

Briefing
5.20 pm 2 Ministers and 4 Officials

Advisory Group on Pensions
6.00 pm 2 Ministers, 4 Officials
+ 4 Outside Consultants

London Presentation
7.30 pm 1 Minister, 2 Perm Secs, 5 Officials

THURSDAY 22 MAY

Briefing (Review Bodies)
9.30 am 1 Minister, 3 Perm Secs
+ 3 Officials

Briefing (BMA + BDA)
12 noon 2 Perm Secs + 5 Officials

WEDNESDAY 4 JUNE

Students and Boarders
5.15 pm 1 Minister + 3 Officials

Briefing
5.40 pm 1 Official

Women's National Comission

5.45 pm 1 Minister + 2 Officials
3




THURSDAY 5 JUNE

Primary Care
12 noon 1 Minister + 4 Officials

Pay
2.15 pm 1 Minister, 1 Perm Sec, 2 Officials

NHS Seminar Brief
3.15 pm 3 Officials

Briefing (Lord Young)
4,00 pm 2 Ministers + 4 Officials

THURSDAY 12 JUNE

Briefing
3.15 pm 1 Minister + 2 Officials

Association of British Pharmaceutical
Industries

1 Minister, 2 Officials + several
Outside Organisation Representatives

Community Chérge
5.45 pm 2 Ministers + 6 Officials

MONDAY 16 JUNE

Single Payments
2.30 pm 1 Minister + 6 Officials

ACARD Brief
4.30 pm 1 Official

NEXT
4.45 pm 1 Minister + 3 Officials

Community Charge
6.15 pm 2 Officials + 2 Ministers
TUESDAY 17 JUNE

FPC Chairmen
2.30 pm 1 Minister + 3 Officials

NHS Leaflet
3.00 pm 2 Officials

Students
3.30 pm 2 Ministers + 3 Officials

NEXT
4,30 pm 2 Ministers 4+ 3 Officials




WEDNESDAY 18 JUNE

Briefing
5.45 pm 2 Officials

6.00 pm Sir P Baldwin

THURSDAY 19 JUNE

Sheep Meat
2.45 pm 4 Officials

Briefing
3.30 pm 1 Minister + 4 Officials

Esther Rantzen - Childwatch
4.00 pm 1 Minister + 3 Officials

ICA Briefing
5.00 pm 1 Minister + 4 Officials
FRIDAY 20 JUNE
Environmental Health Problems
9.30 am 4 Officials
WEDNESDAY 25 JUNE

Briefing
2.30 pm 1 Minister + 3 Officials

RCN - Trevor Clay
3.00 pm 1 Minister + 2 Officials

Channel 4 News
4.30 pm 7 Officials

FRIDAY 27 JUNE

Briefing - TV AM
10.30 am 6 Officials

TUESDAY 1 JULY

Primary Care
3.30 pm 2 Ministers + 2 Officials

McColl
5.15 pm 2 Ministers, 1 Perm Sec +
2 Officials




WEDNESDAY 2 JULY

Social Fund
9.30 am 2 Ministers + 7 Officials

NHS Presentation
3.00 pm 3 Officials

Waiting Lists
3.45 pm 1 Perm Sec, 2 Officials

Briefing
4.30 pm 5 Officials

Advisory Group of Pensions
5.00 pm 2 Ministers + 5 Officials

FRIDAY 4 JULY

NHS Prsentation
11.30 am 4 Officials
WEDNESDAY 9 JULY

NHS Presentation
11.15 am 1 Minister + 5 Officials

Primary Health Care
5.30 pm 3 Ministers + 8 Officials
THURSDAY 10 JULY
Social Fund
9.30 am 2 Ministers + 10 Officials
THURSDAY 17 JULY
Primary Care
2.45 pm 3 Ministers + 5 Officials
MONDAY 21 JULY
Social Security Bill
6.00 pm 3 Ministers + 5 Officials
TUESDAY 22 JULY

Briefing
4,00 pm 3 Officials + 1 Perm Sec




THURSDAY 24 JULY

Briefing
4,30 pm 2 Ministers + 5 Officials

©

Adviq;y Group on Pensions

5.00 pm 2 Ministers, 5 Officials + 5 Outside
Consultants
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MANAGEMENT IN CONFIDENCE

Ref. A086/3014

MR WICKS

Richmond Yard

- WITH N
Thank you for your minute of pé/;;tober.

r I have asked the Property Services Agency, in consultation
with the Foreign and Commonwealth Office, to prepare a full
assessment of the plans for the old Home Office building

-—

together with evidence justifying them on cost and other

————

grounds.

3, As to the information about prospective changes in the
disposition of Government Departments in Whitehall, the Prime
Minister has, as you will remember approved the setting up of a
Sub-Committee on the allocation of accggggggtion in inner

p—

London, which would meet under her chairmanship or that of the

Lord President. This Sub-Committee will keep under review the
allocation of accommodation to Government Departments in the
Whitehall and Westminster area. As a first step in this process

the PSA have produced a situation report, which describes the

P

present disposition of Government Departments in the area, the

likely changes in the availability of buildings, and the

requirements which they have under consideration. I shall be

discussing this with official colleagues shortly, and the review

will then be reported to the Ministerial Sub-Committee by the

end of the year. This will enable Ministers to consider whether

present planning is on the right lines, and in particular

whether the PSA has got its priorities right for the movement

—

into buildings in this area of headquarters Departments (like

.
DHSS) which are at present outside it.

1
MANAGEMENT IN CONFIDENCE

PSAAAL
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4, The other wider point raised during the course of the

discussions about Richmond Yard is the question of dispersal.

The Minister of State, Privy Council Office, has been invited to
reconsider the question whether there should be a further

programme of diﬁgg;gglﬁ_from central Government Departments in

London to the regions, in order to contribute to the relief of
ot 2

regional unemployment. An initial response from Mr Luce is

expected to reach the Prime Minister by the end of this month.
R

O I am sending copies of this minute to the Private
Secretaries to the Lord President, Foreign and Commonwealth
Secretary, Chief Secretary, Treasury, Secretary of State for the
Environment, Secretary of State for Education and Science,
Secretary of State for Social Services, Chancellor of the Duchy

of Lancaster and the Chief Whip.

ROBERT ARMSTRONG

23 October 1986

2
MANAGEMENT IN CONFIDENCE
PSAAAL




10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG

RICHMOND YARD

The Prime Minister has considered further the future
occupancy of Richmond Yard. She has agreed that ODA should
move into the building. But she remains unconvinced that
the present plans for the renovation and future occupancy
of the old Home Office represent the most appropriate and
economic use of the building. She would, therefore, like a
full assessment of the plans for this building together with
evidence that they are justified on cost and other grounds.
More generally, she would like to know, together with their
justification, of prospective changes in the disposition of
Government Departments among the Whitehall estate in the
foreseeable future.

The Prime Minister would like this material to be
| produced soon, certainly by no later than early in the New
' Year, and before any further irrevocable decisions or
actions are taken concerning the Whitehall estate.

I am sending copies of this minute to the Private
Secretaries to the Lord President, Foreign and Commonwealth
Secretary, Chief Secretary, H.M. Treasury, Secretary of
State for the Environment, Secretary of State for Education
and Science, Secretary of State for Social Services,
Chancellor of the Duchy of Lancaster and the Chief Whip.

N. L. WICKS

22 October 1986




Foreign and Commonwealth Office

London SWI1A 2AH

2 October 1986

The Foreign Secretary's minute of 29 September
concerning the operating strategy of the A~
Queen Elizabeth II Conference Centre contains a
misprint. In paragraph 3, April 1992 is put forward
as the most likely date for the next European Council.
This should be taken as December 1992.

I am copying this letter to the Private Secretaries
of the recipients of the minute.

(J C Line)
Private Office

Robin Young Esg
PS/Secretary of State for the Environment
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g C%w (i)

FCS/86/226 | 20 N %Qq .

SECRETARY OF STATE FOR THE ENVIRONMENT

The Queen Elizabeth II Conference Centre:

Review of Operating Strategy

14 Thank you for your letter of 27 Augpst setting out the
B

options indentified by Peat Marwick in their recent management
consultant survey of the QE II Conference Centre. I have

now seen a copy of John MacGregor's letter of 9 September.

2. I believe it is important to keep the QE II Conference
Centre operating successfully as a Conference Centre which
can accommodate major Government events; I accept also the
need to reduce to the minimum the operating losses. I there-
fore support the recommendations put forward for the future
marketing strategy as set out in sub-paragraphs (i), (ii)

and (iii) of your letter, subject to our being consulted
before any bookings are taken for the periods of particular

interest to us.

3. The extension of the booking period could inhibit
flexibility over dates, eg for a European Council for the
next Presidency; these are jointly agreed in the Community
only about a year before the event. We are most likely to
want to hold our next European Council in the first fortnight
of April 1992. We would want to be consulted by the Centre
both before any firm bookings are made during that period

and over other dates in our next Presidency. Similarly, we

would wish to ensure that full use of the Conference Centre

/is

MANAGEMENT-IN-CONFIDENCE
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is retained when we come to host the Commonwealth Finance
Ministers Meeting (very possibly September 1988), Commonwealth
Heads of Government Meeting (likely in Autumn 1991) and the
Economic Summit (probably June 1991).

4. As for the conversion of part of the 4th floor to allow

for greater catering facilities, we were concerned that this

might reduce the Centre's suitability for future European
Councils and possibly other major events. This of course is
one of the major purposes for which the Centre was designed and
we could be open to public criticism on that score. However,
we have been assured that adequate flexibility will be retained
to enable the area to accommodate a future European Council.

We are therefore prepared to accept the proposed change, if
that is the general consensus in the light of the feasibility

study.

o I am copying this minute to those to whom you sent copies

of your letter.

(GEOFFREY HOWE)

Foreign and Commonwealth Office

29 September 1986

MANAGEMENT—IN—CONFIDENCE
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PRIME MINISTER

RICHMOND YARD

I understand that you want to discuss

the future of Richmond Yard at a meeting.

Shall we confine the meeting to the
Foreign Secretary and the Environment
Secretary? Or do you want the issue to
go to the new Ministerial Committee of
the Lord Presidént, Foreign Secretary,
Home Secretary, Chancellor or Chief
Secretary, Defence Secretary, Lord Privy

Seal and the Environment Secretary?

I hope that you can agree that this should

go to the smaller group.

Agree?

VLU,

N. L. Wicks
26 September 1986




PERSONAL
ADMINISTRATION IN CONFIDENCE

Foreign and Commonwealth Office

London SW1A 2AH

Sir Patrick Wright KCMG
Permanant Under-Secretary of State

19 September 1986

Sir Robart Armstr

CABINET CT:ZiCE

B«u ﬂ{'}f '

RICHMOND YARD

1. When we last discussed Richmond Yard, you mentioned
that there had been some suggestion that the FCO had been
guilty of extravagance and delay in refurbishing parts of
the 0ld Public Offices, and that we might be asked to pay
rent for the whole of the 0ld Public Offices.

2. If, as you suggested to me on 18 September, there is
to be another Ministerial meeting to discuss Richmond
Yard, I suppose that alleged FCO misuse of the 0ld Public
Offices may be mentioned again. In that case, the
Foreign 3ecretary and I thought it might be helpful for
you to have a private copy of the attached note by the
Chief Clzrk. It will of course form part of the Foreign
Secretary's briefing for the meeting.

¥ May I leave it to you to consider whether and how the
points in John Whitehead's minute might be drawn to the

attention of the Prime Minister in advance of any such
Ministerial meeting?

f\ﬁ*—f’TZQ
| T Qs

Patrick Wright

PERSONAL
ADMINISTRATION IN CONFIDENCE
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MANAGEMENT IN CONFIDENCE

PRIME MINISTER

RICHMOND YARD

RTA reports below that Mr. Baker is
not interested in a suite of rooms in
Richmond Yard. I hope that you can now agree
that the ODA should be moved into Richmond
Yard on the basis that the new Committees
will review the whole Whitehall accommodation

scene, including the FCO's refurbishment

operation and the long-term future of the old

Home Office.

Agree?

N. LWL

N. L. WICKS

15 September 1986
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Ref. A086/2523

MR WICKS

Richmond Yard

As I reported to you yesterday evening, I went to see the
Secretary of State for Education and Science, as instructed by
the Prime Minister, to find out whether he would be interested
in having a suite of rooms in Richmond Yard for himself and his

fellow Ministers in the Department of Education and Science.

2. He asked me to tell the Prime Minister that he was grateful
to her for the offer, but that he would not wish to take
advantage of it. He would have welcomed the other proposal, to
move over, say, 600 or so of the staff of the Department of
Education and Science; but he would not want to be a general so
far removed from his troops as would be implied by the more

restricted proposal.

3 I have to add that the Secretary of State made it clear to
me that he shared the Prime Minister's view of the proposal that
the Overseas Development Administration should move into
Richmond Yard; but he understood why that was a difficult

decision to undo in the circumstances.

4, I should add that we have now set up Ministerial and
official committees to review the allocation of office
accommodation to Government Departments in inner London. The
official committee will start its work by reviewing the whole
scene: the buildings now available or expected to become

available, the demands for accommodation in the area and the

present plans and dispositions for movement - including the

Foreign and Commonwealth Office refurbishment operation and the

1
MANAGEMENT IN CONFIDENCE
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long-term future of the old Home Office. I hope that as a

result of that review it will be possible to report to the

Ministerial committee with options and recommendations.

Nl

ROBERT ARMSTRONG

11 September 1986

2
MANAGEMENT IN CONFIDENCE
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2 MARSHAM STREET
LONDON SWIP 3EB

01-212 3434

Myref: R/PSO/17562/86

Your ref:

The Rt Hon John MacGregor OBE MP

Chief Secretary
Treasury 15 September 1986

QUEEN ELIZABETH II CONFERENCE CENTRE
REVIEW OF OPERATING STRATEGY

ok Tlag
Thank you for your letter of %/éeptember.

I am glad you were able to go along with my proposals and, for
my part, I am content to accept your conditions. The guestion
of provision to cover the operating loss is a matter I shall want
to pursue in our forthcoming discussion on my PES bid.

I am copying this letter to the Prime Minister, Geoffrey Howe,
Paul Channon, Doughlas Hurd, George Younger, John  Moore and
Sir Robert Armstrong.

A

5
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PRIME MINISTER

THE QUEEN ELIZABETH II CONFERENCE CENTRE

You may like to know that Peat Marwick have completed a review

p——

of the prospects for the Conference Centre and its future

operating strategy.

They conclude that far the most attractive option financially

would be to turn the Conference Centre over to office use

if planning permission gould be obtained. The next best option

would be to demolish the centre and sell the site.

m——

—

Mr. Ridley, understandably, has found neither of these options
attractive and proposes that the Centre should continue broadly

as now, though with some changes in pricing policy and with

a substantial increase in the catering facilities at the Centre.
T ————an

The Treasury agree. With these changes the predicted operating

loss in 1990/91 is put at £1.8 million.
———— ey e —emer—— ~

There seems no need for you to intervene.

3 v
M

DAVID NORGROVE
9 September 1986

MANAGEMENT IN CONFIDENCE
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Treasury Chambers, Parliament Street, SWIP 3AG

The Rt Hon Nicholas Ridley AMICE MP » (35(7 { I
Secretary of State for the Environment e~
Department of the Environment

2 Marsham Street

London SW1P 3EB

A september 1986

Leo ML,

THE QUEEN ELIZABETH II CONFERENCE CENTRE:
REVIEW OF OPERATING STRATEGY

Thank you for your letter of ié August about the future operating
strategy for the Conference Centre. It is disappointing that
the consultants were unable to identify possible uses which would
have eliminated the operating loss while retaining the essential
conference facilities.

I agree that we could hardly demolish the building and sell
the site. The choice, therefore, rests between option 7 (i.e.
leasing for office use) and your preferred solution on the lines
of option 3 (i.e. continuing to use the centre for conferences
but maximising its commercial use).

Even if the consultants have seriously underestimated the
capital costs of conversion option 7 would still continue to
show a considerable cost advantage. I am reluctant to see further
consideration of it totally dropped, though I see the difficulties
of changing tack at such a very early stage.

I am prepared, therefore, to go along with your proposals
subject to the following:

(a) that there should be a formal review of the future
of the Centre at the end of 1989 in the 1light of the
first three years operations - if things went badly
we really would have to consider the difficult decisions
that a change in use would give rise to;

MANAGEMENT IN CONFIDENCE
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MANAGEMENT IN CONFIDENCE | ’

that users of the entire Centre for high security
events should as a general rule be required to pay
the full costs. This is consistent with good financial
management. I have noted your comments about flexible
market pricing, but it seems to me that given the
absence of alternative suitable venues for such events,
the market price is normally unlikely to be lower
than the full operating cost. I can see no good reason,
therefore, for rejecting the consultants'
recommendations that the full costs should be
passed on to the users;

that this implies no commitment to acceptance of your
additional PES bid to cover the operating loss. You
should, therefore, plan on meeting the costs from
within existing allocations.

I am copying this letter to the Prime Minister, Geoffrey Howe,
Paul Channon, Douglas Hurd, George Younger, John Moore and
Sir Robert Armstrong.

70-'\«.-() AJ‘N,

JOHN MacGREGOR

MANAGEMENT IN CONFIDENCE




Proe Miwdo

¢ QTQ'; mamtE lelh.uw
Tlof3km sl cnds 4
DES M Tlas 024 ?t

wl o DES o) Le
Mmzm_mrd?




10 DOWNING STREET

'TW
7&&/‘4@6




MANAGEMENT IN CONFIDENCE

x»u \yajf
M

NS S
A ogf*/ﬁ,ﬂ

Ref. A086/2455 | “r,

v
: 4
U\(Wc& erp )
R%éhmo?d Yard L>DJ} Odj)ﬁw

- &

- s
Your minute of ryAugust recorded that the Prime Minister

MR WICKS

would like an explanation of the extra costs which would be
incurred if the Department of Education and Science, rather than
the Overseas Development Administration, were to occupy Richmond
Yard.

2. As presently being constructed (and much of the work is

already complete), Richmond Yard is laid out for occupation by

670 ODA staff, predominantly in junior grades but including one
——————

Ministerial and one Permanent Secretary Private Office. The

————

requirements of the DES would be different because they have

four Ministers, and some 21 more officers than ODA at Grade 5
F#_-——

and above, to provide for.

3% The DES Assistant Secretary responsible for accommodation
has been round the Richmond Yard site with the PSA Estates
Surveyor and has reported to the Permanent Secretary and the
Secretary of State. The Secretary of State is satisfied that
the DES could EEE_Fake on the building exactly as presently

e

—

e —————
planned; some alterations would be necessary to accommodate the
DES's greater number of Ministers and the senior staff in policy

branches with which Ministers regularly deal.

4, The PSA estimate that the contractors would need to remain

on site at Richmond Yard for a further six months, to October

1987, in order to make the necessary changes. On this basis DES
could move in by the end of 1987, and work could then begin on
preparing Elizabeth House for ODA occupation. The standard PSA

basis for estimating full occupational costs for a departmental

1
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move is £20 per square foot, but in the case of an ODA move to

Elizabeth House it is e§gected that much of the accommodation

éhould prove suitable as it stands, and that therefore

occupational works could be kept to a minimum: the estimate for

this item is therefore based on £10 per squareg%oot. Assuming
‘that these occupational works can be completed in three months,
the lease of Eland House could be determined with effect from
March 1988, ie one quarter later than on current plans. The
rent for that period, which falls after the rent review to which
the landlord is entitled in December 1987, would probably be

around double the current rate.
D On those assumptions, the additional costs, which are set
out in more detail in the enclosed supplementary investment

appraisal prepared by the PSA, would be as follows:

1987/88
£ m

a. replanning costs (design fees etc) 0.1
b. contractor's extra time on site 0.85
c. DES move to Richmond Yard

d. ODA occupational costs at

Elizabeth House

e. Rent, rates and running costs at
Eland House December 1987-March 1988

in today's prices
discounted at 5 %

2
MANAGEMENT IN CONFIDENCE
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These figures are designed to give an order of costs rather than

a firm estimate, and the PSA have therefore preferred to band

the total additional costs as £3-4 million.

ROBERT ARMSTRONG

4 September 1986

3
MANAGEMENT IN CONFIDENCE
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SUPPLEMENTARY IHNVESTIEHT APPRAISAL FOR RICH:OID YARD

IICREASED COSTS ASSOCIATED WITH A CHANGE OF OCCUPART

WATURE OF COST

JULE 1887

DEC 1987

CA TO KEEP COLTRACTOR
X I30NTHS (APRIL-OCT 1987)

ADDITIONAL CO

2 OD
Ol SITE FOR EX ol

TT
TRA

[

—

£50,000

CONTINGENCY ELEMENT - FOR FEES, DESIGNTINME
RE: OCCUPATIONAL WORKS (1205

£

106, 250

DES IMOVE (BASED ON EQUIVALENT RO OF ODA STAFF)
ie 700 @ £50 PER PERSON

35,000

ODA OCCUPATIONAL COSTS @ ELIZAB=TH EOUSE
SAY 140,000 sf (THIS REFLECTS\?IZE OF
ELAND HOUSE) @ £10.00 PER SQUARE FOOT

£ 700,000

700, 000

ADDITIONAL RENT, RURNING COSTS & RATES
@ ELAND HOUSE (DEC 1887 TO MARCH 1588) *

RENT

RATES

RUNIRING
COSTS

480,000
345,500

‘

SUB TOTALS
DISCOUNT FACTOR 5%

TOTAL EXTRA COST

735,000
0.929

£1,525, 500
0.918

% 682,815

£1,400,409

£72,5€0

£3,054,559

SEE APPENDIX FOR DETAILS




Ttem 1: This figure of £850,000 represents the cost of
disruption and delay to the construction programme. 19
has been provided by DCA's project manager as the cost

of a 6 month dclay.

ITtem 2: A contingency element, £106,250, 1s necessary
as different dccupying departments would have different
requirements, and replanning of the whole or part of the
offices will be necessary.

Item 3: It 1is assumed that ODA staff will be required
to move to Elizabeth House. Additional costs will be
incurred in respect of the DES move from Elizabeth House
to Richmond Yard. The actual costs for the move of ODA
to Richmond Yard are currently estimated Dby Crown
Suppliers at between £50,000 and £60,000.

Item 4: The occupational costs for ODA at Elizabeth
House are estimated at £1.4m, spread equally, for
discounting purposes, between September and December
1987. They are based on the cost of £10 per sq ft,
which envisages that a large proportion of the offices
in Elizabeth House will suit ODA's requirement. This
figure may well be conservative. Full occupational
services normally cost in €xcess of £20 per sq ft.

1tem ©O:i The figure for additional rent, rates and
running costs at Eland House envisages that the tenancy
of the building could not be surrendered until March
1988. This will mean that an additional quarter's rent,
rate and running costs will De payable as Wwe would
otherwise have given up the lease on Eland House at the
end of 1987. The landlord has a right to exercise a
rent review at Eland House in December 1987, and
allowance has been made for the rent to be increased at
that date from the present £2.1m (fixed in 1982) to
£2.4m p.a. :
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2 MARSHAM STREE
LONDON SWI1P 3EB

01-212 3434

My ref:
The Rt Hon Sir Geoffrey Howe QC MP "

Foreign and Commonwealth Office Your ref:

Downing Street

LONDON '

SW1 A1 August 1986

v L

THE QUEEN ELIZABETH II CONFERENCE CENTRE; REVIEW OF
OPERATING STRATEGY

In October last year, Ministers endorsed an interim business
strategy for marketing the Queen Elizabeth II Conference Centre on
the lines”proposed by my predecessor in his letter to you of 8
Octgggy/iggs. At the same time, it was agreed that there should be
a t ough review of the possibilities for increasing income from
the Centre.

Following discussions at official level with Treasury, FCO, MOD
and MPO, Peat Marwick Management Consultations were appointed to
examine a wide range of business options for the Centre, includinag
non-conference related activities, with the objective of improving
the financial results to the maximum extent possiblie. Meanwhile,
the Centre's management have been vigorously marketing the
facilities on the basis of the 1985 strategy, and substantial
business is being won. The recent one-day EUREKA Conference fully
proved the Centre's capabilities for staging major top-level
inter-government events, with interpretation and full
international media coverage; and you have of course aiready had
your own direct experience of hosting EC Presidency meetings heid
there. The Royal Wedding provided a unigue opportunitv for showing
off the building toc a selected commercial clientele; it was well
(and profitably) used on that occasion and the interest aroused
should generate future business. With the diary now aimost fully
booked into the New Year (including, in addition to Presidency
meetings, the 2nd International Vascular Symposium, the
International Smail Busin=2ss Conference and a new-model car
launch) the Centre looks well on course to meet the target of
£1.15m revenue in 1986/87.

The report of the Peat Marwick study thus comes when we know from
practical operating experience that there is indeed a role for the
new Centre in the London conference and related exhibitions
market. The main conclusions from the study are:-

(i) the high security facilities - the raison d'etre for
building - impose a high financial penalty;

(ii) in common with virtually all such venues around the
worid, the Centre will not be able to operate at anything
a substantizl nett deficit. This confirms the findings cof
1983 Horwath & Horwath report that no private sector
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organisation would be prepared to run the Centre, except for
a fee;

(iii) of the options considered for conference-based
operations, two will reduce the forecast deficit
significantly, namely increasing the confirmed booking periocd
from 2 to 5 years, and increasing the catering activities,
inciuding conversion of parts of the fourth floor for
catering purposes;

(iv) two of the radical options (leasing for office use; and
demolition and sale of the site for redevelopment) produce a
positive financial effect. But these may not be realistic in
practice, partly because the design of the building makes it
inherently unsuitable (and very costly) for conversion; and
partly because there would be planning difficulties with such
changes of use.

(v) a reduction in the rating assessment would have a
significant effect on cash flow.

A summary of the options which the consultants examined, and the

_ associated cost figures, is annexed.

The prime conclusions I draw from this report are that we have no
practical option but to accept that the building should remain as
a conference centre managed, as we agreed last autumn, by
Government as a mixed Government/commercial enterprise with the
aim of maximising income and reducing the nett operating lioss as
far as possible. Although the figures suggest, prima facie, that
the two radical options of leasing the building for office use and
of demolition and sale of the site for redevelopment would be
financially attractive, either course would raise formidable
political problems, even if the propositions were in practice
viable in themselves, which is doubtful. The design of the
building itself makes it inherently unsuitable for conversion to
offices, and there would also be severe planning difficuities with
such a change of use. Moreover, my officials in PSA are of the
opinion that the consultants' broad estimate of the cost of
conversion considerably understate the position. I do not consider
that we should proceed further with either of those two options.
There is the further practical point that, should it become known
that our minds were turning in that way, as it surely would, then
private sector bookings would cease, increasing the operating loss
during the period of the asessment. Once market confidence had
been lost in this way, it would be a long and very difficult task
to re-establish it. Either option would also confront us with the
problems we faced six years ago - the absence of a suitable and
secure venue for major government conferences.

The report examines a number of possible changes to the current
marketing and operating strategy, each of which would enhance
income and reduce the nett operating costs. The most immediately
attractive and practicable of these are the extension of the
period for confirming forward bookings from 2 years to 5 years;
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the introduction of "standby" pricing for short-term bookings by
Government for facilities that would otherwise be unused; active
marketing of the facilities specifically for catered functions;
and selective letting of the secure suite for private events,

subject to sponsorship by or through a Minister. We should, in my
view, introduce these changes forthwith.

A policy of allowing general letting of the secure suite to all
and sundry would, the security authorities advise, seriously
prejudice their ability to guarantee security of top-level
Government events of the kind for which the Centre was originally
designed and built. I do not think that we can justify any
compromise on security for such events, and I accept that advice.

The level of the potential financial return from extending the
present catering facilities in the building is certainly
attractive, and well worth looking at further. Making full use of
existing facilities, and also converting the present reprographic
room on the fourth floor to a kitchen, using the open-plan
secretariat area on that floor for dining purposes, almost doubles
the potential income from catering. For a capital cost of perhaps
£100,000, the nett operating cost in 1990/91 could be reduced in
this way by nearly £300,000. I intend to ask the Centre's

. management to undertake a detailed feasibility and cost study of
the proposed conversion early next year, in the light of the
operating experience gained during the current EC Presidency. If
we decided to proceed I would have to bid for the funds for the
conversion.

The report emphasises the extent to which the design of the
building as a high security Government conference facility is an
inherent constraint on its financial performance. It suggests
reflecting this opportunity cost in a higher price to be charged -
principally to Government Departments - for high security events.
Doubling (to £30,000 a day) the charge for letting the entire
Centre for high security events could, the report suggests, reduce
the annual operating loss in 1990/91 by £100,000 (from £2.8m to
£2.7m). These are relatively small improvements by comparison with
those to be gained from changing to a 5 year forward booking
period, which could yield some £0.5m extra a year in 1%90/91.
Whilst it would, in principle, be right to recoup the costs of
security in this way, in practice it simply means one Government
Department charging the other ones more. In view of the relatively
small amounts involved, my preference would, on balance, be
against imposing any rigid requirement and to stick to flexible
market-pricing as we agreed at the ocutset.

In summary, I propose that we should accept that the building
should continue in use as a conference centre for mixed
Government/commercial use; and that the following changes shouid
be made to the marketing strategy we agreed on last autumn with
the aim of increasing income and minimising the nett operating
loss: -
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(i) increase the period for confirmed forward booking from 2
years to 5 years;

(ii) extend the business to include catered functions not
‘related to particular conferences, making fullest possibie
use of the existing catering facilities; and mount a
feasibility study early in 1987 with a view to the conversicn
of the fourth floor for catering purposes in the light of
operating experience, particularly during the EC Presidency:

(iii) allow limited marketing of the security suite for
private events, subject to sponsorship by or through a
Departmental Minister.

The nett effect of these changes would be to reduce the predicted
nett annual operating loss in 1990/91 from £2.8m on the present
marketing policy to £1.6m.

I would be glad of your agreement, and of those to whom this
letter is copied, to these proposals. As they will affect my PES
bid, I should be grateful for an early response.

I am copying this letter to the Prime Minister, Paul Channon,
Douglas Hurd, George Younger, John Moore and John MacGregor; and

to Sir Robert Armstrong. -

svzv\/bﬂh/)vvv\'

Sosto,

NICHOLAS RIDLEY
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QUEEN ELIZABETH II CONFERENCE CENTRE
REVIEW OF THE BUSINESS OPTIONS

Introduction

I In October 1985, Ministers endorsed an interim business
strategy for marketing the new Conference Centre to both the
‘phblic and private sector. In his letter of 8 October 1985 to
the Foreign and Commonwealth Secretary (Annex B) the then
Secretary of State made it clear that the prospective recurring
operating loss, forecast at some £3-4m p.a., was unacceptable
unless a thorough review of possible alternatives showed it to
be unavoidable. A review was accordingly set in hand, by Peat
Marwick Management Consultants, in January 1986, This
submission outlines the main findings of the study; and, in the
light of the report, recommends a number of changes to the
interim marketing strategy, which should reduce the operating
loss to some £1.8m by 1990/91.

Background

2. The central elements of the business strategy endorsed by

Ministers in October 1985 were:-

(a) Secure facilities should be reserved at all times

exclusively for Government use; and these rooms apart

conference bookings should be contractually confirmed up

to a maximum of 2 years ahead of requirements;

the existing secure conference facilities in Lancaster

House should be retained against the possible need for

use by Government when the Centre's facilities are

already booked for private use;

(d) charges should be set at competitive market rates, with

flexibility to respond to seasonal and other variations
in demand.

3. Following discussions at official level with Treasury, FCO,
MOD and MPO, Peat Marwick Management Consultants were asked to
examine a wide range of business options for the Centre,
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including non-conference related activities, with the objective
of improving the financial results to the maximum extent
possible. Meanwhile marketing of the Centre's facilities has
continued on the basis of the 1985 strategy, and substantial

business is being won.

The Options

4, The Peat Marwick report considers 12 possible changes to'the
present business strategy, including radical options involving
completely different uses. These are set out in Annex A, which
shows the costs compared with the present strategy; figures are
shown for the predicted nett annual operating costs in 1990/91,
by when the Centre will have fully established itself in the
market, and also for the nett present cost of the different
options discounted over the whole 1life of the building (50

years).

5. BSome of the measures listed in the Annex can be conveniently

grouped together, giving éight possible alternatives to the

preseﬁt strategy, as follows:-

Predicted Nett present
nett operating cost over
Options Description costs in 1990/91 50 yrs
£m £m

Present Continue with
strategy present strategy 2.8 64

Option 1 Pricing changes and
limited extension
of catering functions
(Annex A,items (i)-(iv)

As in option 2 but

with major extension

of catering facilities
(Annex A,items (ii)-(vi)

Option 3 As in option 2 but
with changes in
security policy
(Annex A,items (ii)-(wvii)

Unconstrained

commercial utilisation.
All security constraints
removed; no high security
conferences; restaurant
open to public; open
foyer policy
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Predicted Nett present
Radical _ nett operating cost over
Options Description costs in 1990/91 50 yrs
£m £m

Option 5 Intermittent high

security use,

otherwise mothballed 4.8 112
Option 6 Complete mothballing 3.0 L7
Option 7 Leasing for office

use

Option 8 Demolition, site
cleared and sold

The Review

6. The central conclusion of Peat Marwick's review is that
there is no way in which the Centre can be made to operate in
the conference and related fields of business other than at a
substantial nett loss. This confirms the findings of a previous
study by consultants Horwath & Horwath in 1983, and is a common
feature of all such centres in this country and overseas. If
~ the Goyernment is to continue to run its own secure Conference

Centre, the issue is how to minimise the loss.

7. The report brings out very clearly the high inherent cost of
the security features which have been designed and built inte
the Centre, reflecting its original raison d'etre. The high
security floors account for 47% of the total deficit although
they account for only 27% of the lettable area of the building.
Whilst there is not much that can be done about that as long as
the Centre remains the Government's high security conference
venue, the report points out a number of ways in which income
could be enhanced and the nett operating costs reduced without
Jeopardising security. Two of these stand out as having a major
impact on the revenue earning potential of the Centre: first,
the extension of the contractually binding booking period from
the present 2 years to 5 years; and secondly, expanding into
the lucractive catered-functions market, including the
conversion for catering purposes of parts of the 4th floor |,

currently designated for secretariat and other conference
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back-up services. These two changes, together with others
proposed in the pricing policies, could reduce the nett annual
operating loss by around £1m (from £2.8m on present policies to
£1.8m by 1990/91), and the nett present cost over the whole life
of the building by some £18m.

Ss " The report draws attention to the relatively high
proportion of fixed costs represented by the rates payable on
the building. A reduction in the present rating assessment,
which at £1.7m Peat Marwick believe is unreasonably high, would
have a significant effect on the expenditure side of the balance
sheet. The rating assessment 1is a matter for negotiation
between the Rating of Government Property Department (part of
the Treasury) and Westminster City Council. We are aware from
the experience of the Barbican and Wembley that rating
conference centres is not an easy matter, and it could take some

years to resolve this issue satisfactorily.

9. A number of radical options have also been considered,

including intermittent mothballing of the building when not
required for Government use; complete mothballing; 1leasing the
building for office use; and total demolition and sale of the
site. The absence of income with continued high fixed costs
mean that the two mothballing options would be more costly than
pperating under the current strategy. The figures in paragraph
5 above show that the best financial return would be gained by
conversion of the building and leasing it for office use:

indeed, this is the only option to show a positive operating
gain in 1990/91. This result, however, needs to be treated with
caution. The report itself expresses strong reservations about
whether the conversion could in fact be achieved in practice,
partly because of the inherent unsuitability of the internal
layout of the building and its services, and partly because a
change to office wuse would be 1likely to .run into grave
difficulties with the local planning authority. Moreover, the
consultants were unable to make more than the very brocadest

estimates of the costs of conversion and, in PSA's view, the
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figures in the report considerably understate the true position.

The same goes for the costs of providing elsewhere for secure
Government conferences. The facilities provided in the Centre
do not currently exist in toto elsewhere and provision would

have to be made if the Centre were to be abandoned.

Conclusions of Officials in Departments mainly concerned

10. The report has been discussed with officials in Treasury,
FCO, MOD and MPO, and the following are the main conclusions

that have been reached:-

(i) The two radical options of getting rid of the building
as a conference centre and either leasing it for office
use, or demolishing it and selling the emptly site for
development are, prima facie, the most attractive on
economic grounds and, indeed, offer the only possibility
of a positive cash flow. These figures should, however,

.zbe: treated with caution.  The report certainly
understates the likely cost of conversion, even if this
were practicable which, because of the inherent
unsuitability of the building's design, 1s doubtful.

There would also be serious planning difficulties.

Either course would, moreover, imply a complete change
of mind by the Government regarding its needs for secure
conference facilities, and going back on the decision
taken only 4 years ago to build the Centre at public
expense. The need for conference facilities for hosting
such regular events as the EC Presidency and the
Economic Summit has not changed, and the security

requirements have, if anything, increased.

Officials, on balance, recommended against further
consideration of the radical options, on practical

grounds alone.
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(ii) Of the possible changes to the operating strategy, the
same considerations rule out unconstrained commercial
use of the Centre (Option 4). This option does not give
a better financial return than Option 3, primarily
because of the cost to Government of finding an
alternative venue for its high-security conferences
(which, as indicated in paragraph 9 above, appear to be

understated in the report).

Proposed Measures to Reduce Operating Loss

11. Officials are agreed that the following measures to reduce
the operating loss would be generally acceptable and

practicable: -

increasing the period for confirmed forward bookings from
the present 2 years to 5 years. This extension should not
inconvenience the FCO and other usér Departments much more
than the present 2-year period. The number of additional
events likely to be attracted by this change is predicted to
be 10 per year by 1990/91, so the diary would not be booked

solid;

extension of the business to include catered functions not
related to particular conferences, making fullest possible
use of the existing catering facilities; and a feasibility
study to be mounted early in 1987 into the conversion of the
4th floor for catering purposes in the 1light of operating

experience, particularly during the UK Presidency;

whilst opening up the use of the secure suite for general
marketing would not be acceptable, limited marketing for
private events sponsored by or through a Departmental

Minister should be permitted.
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1ex The nett effect of these changes would be to reduce the
predicted nett annual opefating loss in 1990/91 from £2.8m on
the present marketing policy to £1.6m; and the lifetime nett

present cost from £64m to £43m.

Recommendations

13. Ministers are invited:-

(i) to note the principal conclusion of Peat Marwick's
review that, although the Centre can achieve a
successful position in the London conference, and
conference-related market, a substantial recurring

operating loss is inescapable;

to agree that the radical coptions of conversion to
offices, or demolition and sale of the site should not

be pursued; and

-

to endorse the changes in the present business strategy

outlined in paragraph 11 above with the aim of reducing

the predicted operating loss by over £1m a year by

1990/91; and the nett present cost over the life of
- the building (50 years) from £64m to £43m.

14. If these changes are acceptable the Secretary'of State will
wish to seek the agreement of the other Ministers most closely
concerneds A draft letter for this purpose is below which,
following earlier practice, could be addressed to the Foreign

and Commonwealth Secretary, and copied to the others.

G HOPKINSON
Director
PSA London Region

21 July 1986
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THE QUEEN ELIZABETH II CONFERENCE CENTRE
REVIEW OF BUSINESS STRATEGY - THE OPTIONS

The changes to the current operational/marketing policy which
are examined in the report, and their effects on the costs that
are predicted on the basis of the present strategy, are’ as

follows: -

Effect on costs
relative to
Description of proposed change present strategy

(-reduction; +increase)

Nett
Nett Present
Operating Cost
Cost (Over 50
1990/91 Years
£m £m

. Confirmed booking period extended

to 5 years

Reduced charges for short-term
bookings from Government for rooms

which would otherwise be un-let

Doubling the cost of hiring the
entire Centre for high security

events

Holding non-conference related
catered functions in areas already

equipped for the purpose

Conversion of 4th floor open plan
area and reprographic room for

catering purposes

Letiing secure suite fon selected

private sector high-security events
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Description of proposed change

Letting secure suite to private
sector for general conference

business

Unconstrained commercial utilisation
of the Centre, including concerts
and free public access to foyer,
shops and restaurant;. all security

constraints removed

- Radical Changes

(ix)

Intermittent use of the Centre for

high security Government events only

Complete mothballing

Conversion of the building for

offices and subsequent leasing

Demolition and sale of site.
Actual operating loss would
be zero in 1990/91.

21 July 1986

Effect on costs
relative to
present strategy

(-reduction; +increase)

Nett
Nett Present
Operating Cost

Cost (Over 50
1990791 Years
£m £m
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10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG

GOVERNMENT ACCOMMODATION: MACHINERY

Thank you for your minute of today about the machinery for
taking decisions on accommodation in the public service.

I am confident that the Prime Minister would be content with

the arrangements which you propose and I suggest that you
now proceed accordingly.

N.L. Wicks

4 Augqust 1986
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Ref. A086/2256

MR WICKS

-

 Government Accommodation: Machinery

)

‘ o 2 o WNITH N
Yodr;ﬁ@@pte of 31?jﬁiy, suggesting machinery for taking

decisions om accemmodatien in the public service, crossed with

mine of the same date proposing such machinery.

Zs The only variation I would propose in the light of your
minute 1s that‘ﬁjh the case of the Ministerial Sub-Committee
proposed in paragraph 8 of my minute, it should be made clear
that the Lord President would chair when it was not necessary

or possible for the Prime Minister to do so.

3s I should also,correct one point in paragraph 9: on

the Official Committee the Department of the Environment would
be represented by the Director, Property Services Agency, not
by the Permanent Secretary of the Department.

4. I assume that this Committee would deal only with accommodation
of Government Departments in the Westminster and Whitehall - or

at least Inner London - area: it is not intended to deal with

the civil (or defence) estate outside London.

4., As you say, special arrangements may still be needed when
the needs of the security and intelligence agencies are to be
considered. They will be technically outside the terms of
reference (as not being Government Departments), but we can still
use the Committee machinery to consider their needs when there
are no security considerations which make it difficult to do so.

Q (A’ ROBERT ARMSTRONG

MANAGEMENT IN CONFIDENCE

4 August 1986




10 DOWNING STREET

From the Principal Private Secretary

Sir Robert Armstrong

RICHMOND YARD

I have shown the Prime Minister your minute of 31 July about
the future use of Richmond Yard.

The Prime Minister has noted that departure from the
existing plans will add to costs. Your minute does not
indicate the precise amounts, but Sir George Young's paper
of 25 July suggests that these might run to at least £3-4
million in net present value terms (presumably more in
actual money). Before deciding whether you should explore
the Option 1l(a) described in your minute, the Prime Minister
would like a full explanation of why these extra costs need
to be incurred if a tenant other than ODA occupies Richmond
Yard. She also would like DES to look at the building to
see whether they could accept the present arrangements (and
thus minimise, or avoid, any additional costs).

NLW

4 August, 1986.

MANAGEMENT IN CONFIDENCE
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PRIME MINISTER

RICHMOND YARD

Sir Robert Armstrong's minute, below, is yet another

instalment in the Richmond yard saga.
. B v s ~

You are right in thinking that this matter has not been

handled well. My minute of 12 June, covering the sheaf of

papers, covers the salient documents. In brief:

- early on you made clear your dissatisfaction with the
ﬁEB‘GEE*Bf Richmond Terrace. But this was taken,
rightly or wrongly, as a wish to find extra
accommodation for the Cabinet Office and not to keep
ODA out of Richmond Yard.

You were not shown a11 the documents which led up to
e — p—N n .

the conclusion in January 1985 that the Cabinet Office

accommodation requirements could be met without too

much disturbance to ODA planning.

But you did see a DOE progress report of 29 April 1985

which said:

"PSA expects the development to be completed in the
first half of 1987; the Cabinet Office and ODA will
then be able to move into the renovated and to the
new building before the lease on the ODA present
accommodation in Eland House expires at the end of
1987.%

It is this sentence which Robert relies on in paragraph
7 of his minute below that there was no suggestion that
S S

you would not be content with the plans for housing ODA

in Richmond Yard.

I entirely agree Richmond Yard is wasted on ODA. It is a
ﬁ——m

hangfgpe building; and should house a premier Department of

PERSONAL
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State. The wrong decision was made way back.
/——“-"—-’

Robert suggests two options for unscrambling that decision. I

agree that his option 1A - moving 700 DES staff to Richmond

vard and ODA to Elizabeth House - is the better one. Yet

a—

there is the question of costs. Robert's minute‘E}ovides no

——————g

figures here, but other papers suggest tht the cost might be
in net present value terms at least £3-4 million (and _wl)Lﬁj
———

presumably more in actual money). Robert says that these
extra costs dould be queried by the National Audit Office and
taken up by the PAC. I do not think he-I;_Bluffing. The PAC
are perenniaIlfAIHEErested in government accommodation (viz
the Paris Embassy affair). I would be very sorry if they got
hold of this one. There would be no good reason to adduce for
changing the tenant and so incurring these costs. There would
be criticism of wasted money and inefficiency. This would be
bound to damage the reputation built up over the years of your
Administration for sound financial management in Whitehall,
through your sponsorhip of Rayner scrutinies, value for money,
etc. I would not want that to happen.
\ va~d" 2 Lo .__2__: U~ trdc Oar, L;J/’DC/J Lask
For these reasons, I have to advise you, as strongly as 1 can, ,4,3:15

that unsatisfactory as it is, the existing plan for the use of }(Lﬁﬁ
Richmond Terrace should stand. I hope you can agree. ["’“2&,.

&Lupb de”
If you do not, would you wish Robert to see whether he can !
negotiate a solution on the lines of option 1A and persuade :
the relevant Department to bear the costs? $-b1yu“”L(f

So, keep the existing plans or option 1A?

Finally, the Cabinet machinery proposed in paragraphs 8 and 9
of Robert's minute is fine, but I do not think that you need
Chair the Ministerial committee except in the more difficult

cases. Agree?

VL.

N. L. WICKS
1 August 1986 PERSONAL CAJAHH
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Ref. A086/2203

MR WICKS

Richmond Yard

Your minute of 28 July asked about the future use of the

old Home Office building.

24 The building was vacated by the Home Office in 1977. It
was then given an extensive restoration and refurbishment as the
first stage in a fifteen-year scheme for restoring and
refurbishing the whole of the 0ld Public Offices. The rest of
the building has been divided for this purpose into five
sectors. Each sector is being done in turn; while a sector is
done, the staff occupying it are housed in the old Home Office.
The first phase is nearly complete. Early next year those
working in the second sector - including the Foreign and
Commonwealth Secretary - will be moving into the old Home Office
for about two and a half years. The whole programme is
scheduled to be completed by June 1996. At that point the old
Home Office will become available to house Foreign and
Commonwealth Office staff from other London buildings, or for

whatever other use then seems to make sense.

< I understand that the Prime Minister does not have much

enthusiasm for tne compromise*%uggested in paragraph 6 of my

minute of 24 July (A086/2163). In that case, and assuming that

the Overseas Development Administration (ODA) is not to go into

Richmond Yard, I think that we had better go for one of two
anJ“LQD versions of Option 1 in Sir George Young's paper.

* 0D muve GoO

IHSS #WFP?-« |/ S |
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Option la

About 700 Department of Education and Science (DES) staff

now in Elizabeth House move to Richmond Yard.

ODA move to Elizabeth House.

PSA use best endeavours to find a suitable site north of
the river for Department of Health and Social Security

(DHSS) Ministers and senior management: Ergon House in

Horseferry Road is one obvious possibility.

Option lb

About 700 DHSS staff now in Alexander Fleming House move to

Richmond Yard.
ODA move to Alexander Fleming House.

4, I think that we are more likely to succeed with Option la,
because I think that the Foreign and Commonwealth Secretary
might just be persuaded to accept that ODA should go to
Elizabeth House but would not accept that they should go to
Alexander Fleming House. In any case, if DHSS staff were to
move out of Alexander Fleming House, it would make better sense
to bring in other DHSS staff from another building than to bring
in staff from a completely different Department. It therefore
seems to me to make best sense to deal separately with the DHSS,
finding some other building in Westminster to meet their

requirement, and use Richmond Yard for the DES.

5% Securing this option will depend on finding a Department to
bear the extra cost on its programme within existing baselines.
There is no provision in existing PES totals. The Treasury will
be very reluctant to provide for this from the Reserve or in

additional bids. The choice appears to lie between the DES (or

2
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DHSS) and the PSA. It should probably fall on the DES (or
DHSS); but they will be very reluctant to take on this

expenditure at the cost of something else in their programme.

6. I stand ready to see whether I can negotiate a solution on
these lines with the Departments concerned, if the Prime
Minister would like me to do so. But I cannot guarantee that
the Foreign and Commonwealth Secretary will accept a decision
that diverts the ODA from Richmond Yard to Elizabeth House,
without seeking a meeting with the Prime Minister (which would

now have to take place in September).

T I feel duty bound to add that I am apprehensive about the
possible Parliamentary consequences of the change of plan and
the additional expenditure involved. On the Prime Minister's
instructions I reopened the allocation of Richmond Terrace in
November 1984. My correspondence with the PSA at that time,
which was copied to your predecessor, had the purpose of finding
room in Richmond Yard for overspill from 10 Downing Street and
the Cabinet Office as a requirement of greater priority than the
ODA. It became clear in that correspondence that the needs of
the Cabinet Office and 10 Downing Street in Richmond Yard could
be met without disturbing the plans for housing the ODA there.
This was also made clear in a letter which the PSA sent to

Mr Andrew Turnbull on 29 April 1985. There was no suggestion
from No 10 at that time that the Prime Minister would not be
content with such an outcome. If the plan is now changed and
extra expenditure incurred as a result, it will not be possible
to prevent the National Audit Office from discovering and
inquiring into the additional expenditure and the reasons for
incurring it, and reporting to the Public Accounts Committee.

It would not be easy to find a convincing explanation of the

lateness of the decision to change the plan.

3
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8, At the Prime Minister's meeting on 19 June it was suggested
that the problems that have occurred in this matter could be
avoided in the future by the creation of machinery for dealing
with priorities in the allocation of space for Government
Departments and agencies in the Whitehall and Westminster area.
I assume that the Prime Minister would wish to chair the
Ministerial component of this machinery. I therefore propose
the establishment of a Sub-Committee on the Allocation of
Accommodation in Westminster of the Ministerial Steering

Committee on Economic Affairs, with the following composition

f‘ :[E ik and terms of reference:

:{:*' The Prime Minister (Chairman)
The Lord President of the Council
The Foreign and Commonwealth Secretary
The Home Secretary
The Chancellor of the Exchequer (or the Chief Secretary)
The Secretary of State for Defence
The Lord Privy Seal
The Secretary of State for the Environment

Other Ministers would be invited to attend when their
departmental interests were under discussion. The terms of

reference might be:

"To keep under review the allocation of accommodation to
Government Departments in the Whitehall and Westminster

area."

Hs I should also propose to set up an Official Committee under
my own chairmanship consisting of the Permanent Secretaries to
the Foreign and Commonwealth Office, the Treasury, the Home
Office, the Ministry of Defence and the Department of the

Environment, to advise the Ministerial Committee as necessary.

4
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10. It was agreed that we should cancel the meeting arranged
for 31 July to discuss the Richmond Yard problem, in view of the
other pressures on the Prime Minister and the Foreign and
Commonwealth Secretary at this time. If I can negotiate a
solution on the lines proposed in paragraph 3 of this minute
(including the financial consequences), it may not be necessary

to reinstate the meeting of Ministers in September. If a

meeting of Ministers is required, that could be the first

meeting of the proposed Ministerial Sub-Committee on the

Allocation of Accommodation in Westminster.

ROBERT ARMSTRONG

31 July 1986

5
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10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG, G.C.B., C.V.O

CABINET OFFICE

RICHMOND YARD

The Prime Minister saw over the weekend your minute of 24
July, together with the paper prepared by the Department of
the Environment, for the meeting on Thursday 31 July. You
may wish to have the Prime Minister's preliminary reactions
to these papers.

She has reiterated that she believes it absurd to move ODA
into a prime Whitehall position when DES and DHSS are treated
so badly for accommodation. She has emphasised that she never
intended ODA to move into Richmond Yard. It makes no overall
sense except on the grounds of a search for prestige.

The Prime Minister has asked about the future use of the old
Home Office. She believes that the modernisation of the Foreign
Office is proving most extravagant in the amount of Central
London office space which is being sterilized.

I am not copying this minute to the other Departments concerned,
but I should be grateful if you could let the Prime Minister
have a note before Thursday's meeting answering her question
about the use of the old Home Office building and the cost

of modernising the FCO building.

N. L. WICKS
28 July 1986
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DEPARTMENT OF THE ENVIRONMENT
2 MARSHAM STREET LONDON SW1P 3EB
01-212 3434

My ref:

Your ref:

PRIME MINISTER

25 July 1986

RICHMOND YARD

Following your meeting on 19 June officials have had further
discussions about the options and costs for the use of
the Richmond Yard building and I attach a paper for your

meeting on 31 July with the Ministers concerned.

I am sending copies of the paper to Geoffrey Howe,
Norman Fowler, Kenneth Baker, John MacGregor, Robert Armstrong

and Gordon Manzie.

(Y

GEORGE YOUNG

Covering MANAGEMENT IN CONFIDENCE
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RICHMOND YARD: FUTURE OCCUPANCY

Note by the Parliamentary Under Secretary of State, Department

of the Environment.

1. The Prime Minister discussed the future occupancy of
this new development in Whitehall at a meeting on 19 June.
Mr Wicks' minute of this discussion records that she said
that "she had never been asked to confirm that ODA should
occupy the Richmond Yard building and there was a strong
case for moving other Departments into that prime site";
for example, DES could move there and ODA move to DES's
Elizabeth House. The Prime Minister asked for a paper

to be prepared quickly, setting out the full options and
costs of the Richmond Yard building for further discussion

with Ministers.

2. There are two separate issues arising from this discussion.

For the future, the Prime Minister has already referred

to the need for taking decisions on the allocation of prime

sites on the Government estate within the proper Ministerial
Committee. Sir Robert Armstrong will look at the need

for machinery for dealing with priorities in the allocation
of space in Whitehall. Meanwhile there is an immediate
requirement for a final decision, as quickly as possible,

on the occupancy of the new buildings which are now nearing
completion in Richmond Yard and the adjacent Parliament
Street/Whitehall frontage. This note considers the present

plan and three possible alternatives.

Present Plan

3. The present plan envisages ODA moving to Richmond Yard
from Eland House, the lease of which would then be relinquished
at the earliest break-point, which is now 18 months from

the service of notice on the landlord, yielding immediate

MANAGEMENT IN CONFIDENCE
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savings to the Exchequer of some £4m pa in rent payments

to the landlord, and rates and running costs on this building.
Under the PRS arrangements ODA would continue to pay PSA

the assessed market rent, and accommodation charges, on

Richmond Yard. From their point of view there would thus

be no perceived savings from relinquishing Eland House,

the charges amounting to broadly the same totals.
4. Other minor holdings are planned in the parts of the
building fronting onto Richmond Terrace and Parliament

Street, giving an overall occupation as follows:-

Sg Ft Numbers of Staff

ODA 141,500 670
Cabinet Office/Downing St 14,000 44
Welsh Office 3,000 10
2 Retail Shops 1,900 =

5. Different layouts in a building are required to meet

the operational needs of different kinds of staff. For
example, Ministers and Permanent Secretaries, with their
supporting Private Offices and immediate back-up services
call for a different configuration of rooms from the supporting
Civil Service policy groups; and executive and clerical
units, and computer units again have different requirements.
Partitioning, power supplies and other services for Richmond
Yard have been designed to suit the particular requirements
of the above occupants, and are included in the construction
programme which envisages the building being ready for
occupation by mid-1987. The present plans for ODA include
provision for their Minister of State and his Private Office.
Any change of occupancy at this stage, with a requirement

to house a larger number of Ministers, would give rise

to delay whilst replanning to accommodate the occupants'
different requirements; and there would be extra costs.

The precise delay and additional cost would depend on the

option chosen and the time taken for the new occupants
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to detail their requirements. With the development already
largely designed and constructed only minor alterations

can be catered for without serious cost consequences.

The alternatives

6. The cheapest alternative option, taking a longer term
view of the costs, would be one that enabled the lease

on Eland House to be relinquished as soon as possible after
the break clause in the lease comes into operation. Any
solution requiring the continued retention of the Eland
House lease beyond December 1987 in addition to the new
freehold facility in Richmond Yard will inevitably be costly,
reflecting the continued commitment to rent, rates and

other charges of some £4m pa on Eland House. The additional
costs of the alternative options, over and above the present

plan, are indicated below.

Option 1

DES Ministers and most policy staff (about half the
total currently housed in Elizabeth House) move to
Richmond Yard; and ODA move to fill the vacant space
in Elizabeth House. The lease on Eland House 1is

relinquished, enabling the main savings from the present

plan to be retained. The total additional costs over

and above the present plan, including liability for

rent and rates from extended occupation of Eland House
whilst refitting Richmond Yard and Elizabeth House
was being carried out, could have a nett present value

of some £3 - 4m.

Option 2

DES and DHSS Ministers and core staffs to share occupancy
of Richmond Yard, taking (say) equal shares of

70,000 sg ft. There would be insufficient space left

in either Elizabeth House or Alexander Fleming House

to accommodate ODA's staff from Eland House. ODA

would stay in Eland House until final lease expiry

in 1992, then moving to a new hiring.
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The additional cost of this option, which reflects

the recurring rent payments to the landlords on Eland
House and a subsequent new hiring, would have a nett
present value (discounted over 25 years at 5%) of

some £25 - 30m. The n.p.v. would be broadly the same

if ODA's Minister and core staff were also to be included

in Richmond Yard.

Option 3

DHSS to be the main occupant of Richmond Yard, the
space vacated in Alexander Fleming House being filled
in by other DHSS HQ staff currently outhoused elsewhere
in central London. ODA to stay in Eland House and

a subsequent new hiring, as in Option 2. DES remains
in Elizabeth House. Additional costs: nett present
value £25 - 30m.

Separate accommodation for DHSS North of the River

7. The above options relate solely to the Richmond Yard
development. One current possibility for providing
accommodation for DHSS north of the river independently
of Richmond Yard would be Ergon House in Horseferry Road.

This building forms part of the complex currently being

developed by ICI adjacent to their own HQ in Imperial Chemical

House on Millbank. ICI had earlier proposed selling their
entire freeholding in this area (comprising IC House, Thames
House North and South) to the Government. The Prime Minister
agreed on 26 August 1983 that officials should open talks
with ICI about the purchase, without any commitment on

the Government's part.

8. Discussions proceeded with ICI on the basis that the
Department of Energy would occupy Imperial Chemical House.
The Secretary of State for Social Services expressed at
the time a strong interest in the provision of space for

Ministerial offices and a core staff in one of these buildings.
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In the event ICI decided not to proceed with the sale.

Instead, they are retaining IC House for their own HQ,

and marketing the other part, together with the development

of the adjacent former LEB generating station in Ergon

House, part of which will be available as offices. Negotiations
with ICI are currently in train with a view to taking a

lease on these two linked buildings for MAFF staff on
termination of the lease on Great Westminster House. Space
could be provided for DHSS in Ergon House, available mid-1988,
requiring a block of MAFF staff to be housed elsewhere.

9. The costs of this solution for DHSS would be quite
independent of Richmond Yard. The nett amount would depend
partly on the consequential chain of moves within DHSS

to £fill the space left vacant in Alexander Fleming House,

and what accommodation might eventually be relinquished

from the estate, and where; and partly on whether and where
the displaced MAFF staff could be housed elsewhere on the
existing Government estate, or if a new hiring was necessary.
There would be some short term costs for ingoling services
which might in total amount to £2.5 - 3.5m. The longer

term costs would depend largely on whether a new hiring

was eventually necessary and where - the nett present value

could thus be within a wide range of perhaps £2.5 - 12m.

Summary of Costs

10. The present plan, which i1s provided for in the current

financial provision, is favoured by Treasury and FCO/ODA.

The additional costs over and above the present plan of

the other options are summarised over the page.
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Additional Costs Over Present Plan

Short-Term Long-Term Costs
Cash Expenditure n.p.v.

1987/8 1988/9 (discounted at

5% over 25 yrs)

Present Plan

ODA to Richmond Yard.
Eland House relinquiahed
December 1987.

Option 1

Half of DES to Richmond
Yard. ODA to Elizabeth
House. Eland House
reglinquished

March 1988.

Option 2

DES and DHSS Ministers
and core staff to
Richmond Yard. £25-30m

Option 3

Part of DHSS to
Richmond Yard.

Other DHSS staff
consolidate to use
vacant space in
Alexander Fleming
House. ODA remain

in Eland House as in
Option 2.

DES remailn in
Elizabeth House £25-30m.

11. There is currently financial provision only for the

present plan. The Treasury take the view that additional

funds for any alternative scheme should be provided from
the existing budgets of the departments at whose request
changes to the present plan had been made. Some changes
in the planned layout will, of course, be essential for
operational purposes, for example to accommodate different
numbers of Ministers and their immediate back-up services.

But any changes beyond the essential at this late stage

in the construction contract could impose long and very

costly delays.
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RICHMOND YARD

The meeting on the future of Richmond Yard has had to be delayed

until the Foreign Secretary returns from South Africa. It will

now be held after Cabinet on Thursday. Ministers é%tending

———

are the Foreign Secretary, the Secretaries of State for Health
and Social Services and Education, and the Chief Secretary.
Sir Robert Armstrong and the Permanent Secretary, PSA (Mr. Manzie)

will also attend.
Sir Robert's minute below (Flag A), which summarises Sir George
Young's paper}(Flag B) suggests, in paragraph 6,a sort of 'compromise'

for the future of Richmond Yard. This would: e

move 600 ODA staff into Richmond Yard;

—

send about 80 somewhere else (perhaps Elizabeth House

or East Kilbride);

move DES Ministers and top policy advisers into Richmond
Yard;

allow DHSS to use Ergon House (part of the ICI complex).

This of course does have an advantage of bringing DES and DHSS

S ——

Ministers nearer to Whitehall, but it has the disadvantage of

allowing at least some ODA staff to move into Richmond Yard

and of separating the DES 'chiefs' from the 'indians' who will

e ——

remain in Elizabeth House. o

e —

Would you like this option to be explored further with departments

before the meeting, on a no-commitment basis?
e e e s T T e T T e T e e,

N.C.U-

N L WICKS
25 July 1986
SLH/91
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MR WICKS

Richmond Yard

The Prime Minister will be receiving a minute from the

Parliamentary Under Secretary of State, Department of the

AN

Environment, in pursuance of the request in the last paragraph
/

but one of your minute of 19 June.
2. Briefly, it will say:

a. Anything other than going ahead with the present plan
will cost more money, for which there is no provision in

present public expenditure totals.

DYy The cheapest option is to move the Department of
Education and Science (DES) Ministers and most policy staff
to Richmond Yard and the Overseas Development
Administration (ODA) to fill the space thus vacated in
Elizabeth House. Cost: net present value of some

£3-4 million.

o Other options are to make the Department of Health and

Social Security (DHSS) the main occupant of Richmond Yard

.____,_-——
or for DES and DHSS core staff to share occupancy of

——— e

Richmond Yard. On either of these options Eland House

(where ODA is at present situated) would have to be

retained. Cost: net present value £25-30 million.

d. Other accommodation north of the river for the DHSS is

likely to become available in mid-1988 in Ergon House in

Horseferry Road (part of the ICI complex).\—— -

N\
S ———




A I understand that the Chief Secretary would be advised to
take the line that the extra funding costs should be borne by
Departments wishing to press for the change within their
existing PES baselines; he would not be disposed to allow
additional money either from the Reserve or, in subsequent

years, in additional Survey bids.

4. The PSA want to move the ODA out of Eland House into
Richmond Yard because Eland House is leased and Richmond Yard is
Government freehold. They will save the rent of Eland House.
ODA will of course in any case have to pay a rent to PSA,
whether they are at Eland House or Richmond Yard, and I am told

that the rent would be the same in either place.

53 There is a short-term advantage in terms of efficiency in
getting the ODA closer to the Foreign and Commonwealth Office
(FCO). It becomes easier for the Foreign and Commonwealth
Secretary to keep a close eye on the ODA's policies and
activities. There would be some economies in that the ODA would
be able to share most of the FCO's common facilities, especially
information handling. In the longer terms getting the ODA
closer to the FCO could well lead to integration of ODA policy

divisions with FCO policy divisions: the part of ODA that would

be separate would then be reduced to something like the old

Department of Technical Co-operation.

6. I think that there is a compromise which would enable the
ODA to get out of Eland House, and would still put the "top
hamper" of the DES into Richmond Yard, leaving the DHSS to move
into Ergon House in due course. This would be for the ODA to
move only about 600 staff into Richmond Yard, sending about 80
somewhere else (Elizabeth House, or possibly East Kilbride); to
move Ministers and top policy advisers in the DES from Elizabeth
House to Richmond Yard (about 60 people); and to allow the DHSS
to use Ergon House when it becomes available (which is likely to
be not very much later than Richmond Yard). If this were

2




possible, the cost might well be no more than £1-2 million,
because the rent of Eland House would be saved and the
alterations to Richmond Yard would be minimal. But I think that
the DES would be less than happy with it: it would separate
Deputy Secretaries from their Under Secretaries and the Senior
Chief Inspector from his Chief Inspectors, and add hugely to

expenditure, time and energy transferring people and papers

between Richmond Yard and Elizabeth House.

ROBERT ARMSTRONG

24 July 1986
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10 DOWNING STREET
From the Principal Private Secretary
SIR ROBERT ARMSTRONG

RICHMOND YARD

The Prime Minister held a meeting this morning with the
Foreign and Commonwealth Secretary, the Parliamentary Under
Secretary, Department of the Environment (Sir George Young)
and the Chief Executive of the Property Services Agency
(Mr. Manzie), and yourself

The Foreign and Commonwealth Secretary recalled that the
original proposal to move ODA from Eland House came from the
recommendation of a Rayner report in 1979. This had been
followed by a decision in 1982 to allocate Richmond Yard
provisionally to ODA and this decision had been confirmed in
1983. The accommodation in Richmond Yard was being
specially adapted for ODA requirements and extra costs,
amounting to £3-4 million would be incurred if ODA were now
at this late stage to be put elsewhere. A review last year
had established that it was not practicable to move more ODA
staff to East Kilbride. Nor was it practicable to house ODA
in the old Home Office which was gradually being
refurbished.

The Prime Minister said that she had never been asked to
confirm that ODA should occupy the Richmond Yard building
and there was a strong case for moving other departments
into that prime site; for example DES could move there and
ODA move to DES's Elizabeth House. Whichever Department
occupied Richmond Yard, PSA should charge them a top rental
rate to reflect the prime site position with the Department
concerned finding the rent without any increase in their
budget provision. For the future it would be important that
allocation of prime sites on the Government estate should be
taken by the proper ministerial committee and reported to
her.

After further discussion, the Prime Minister said that a paper
should be quickly prepared setting out the full options and
costs for the use of the Richmond Yard building. She would
discuss this with Ministers present, the Secretaries of
State for Social Services and Education and a Treasury
Minister.

I am sending copies of this letter to the Private Secretaries
to the Foreign and Commonwealth Secretary, Parliamentary Under
Secretary, Department of the Environment and to Mr A G Manzie.

N.L.W.

N L WICKS
19 June 1986




PRIME MINISTER

RICHMOND YARD
\__',_,-/

Those attending tomorrow's meeting are:

Foreign Secretary
Sir George Young (Minister in charge of PSA matters
at the DOE).

Sir Robert Armstrong

e i S e—

The two Ministers have Robert's memorandum attached

minute at Flag C (but none of the other papers) .

IR

Mr. Fowler has now minuted to register DHSS's claim Richmond
T

Yard. He could not come to the meeting since he is ELF.
In any event, the first matter to decide is whether not
ODA move into Richmond Yard.

N.L.W.

N. L. WICKS
18 June 1986




CONFIDENTIAL

PRIME MINISTER

RICHMOND YARD

fﬁt{

I have seen the memqﬁdhdum on Richmond Yard circulated by

Sir Robert Armstrong. As you know at the moment Sir Kenneth Stowe
is away from the office and I would therefore like to emphasise

my view of the importance of this decision.
e, S

——

There is no question over the five years that I have headed the

DHSS that our position at the Elephant & Castle has been a grave

drawback. The essential point is really this: the DHSS is the
———————)

busiest of all Departments in parliamentary terms. It is very

rare for a week to go by without the Department being involved in

a parliamentary debate or statement. This week for example we have

one debate and three Ministerial statements. This places considerable
additional travelling pressures on Ministers and officials and
involves them in constant to-ing and fro-ing between the

Elephant and Castle and the House of Commons.

In addition, a running whip in the House of Commons means that

business has to be transferred lock stock and barrel to the House.

The whips have always been extremely understanding but it is
obviously difficult to have all five Commons Ministers absent at
the Elephant & Castle at the same time. The only way round this

is to hold meetings at the House which means them taking place
either in my room on the Cabinet floor or in a spare committee room.
This can be difficult and indeed is not very secure. Frankly it

is no way to seek to transact important Government business.




CONFIDENTIAL

However the DHSS is organised, there is clearly going to have to be
movement by the civil servants working for it from one office to
another. There is no way they can be housed in one office. However,

it would be possible to have a Ministerial and Headquarters unit

based at Richmond Yard with easy access to Westminster and working
on the bell.

I do hope that these views can be taken into account.

I am copying this minute to Sir Robert Armstrong.

17th June 1986
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FUTURE OF RICHMOND TERRACE MEETING

e I have arranged this for Thursday 19 June
i) at 0930. Those attending will be the Foreign

Secretary, Sir George Young and Sir Robert

Armstrong.

J

CAROLINE RYDER
17 June 1986




Ne T

- A —ef
ﬁ(fhiwy

NeT ___
Af?Acﬂéy

MANAGEMENT IN CONFIDENCE

Ref. A086/1704

MR WICKS

Richmond Yard

You asked me to look back at the earlier papers, to see how
and when the decision to allocate this accommodation was taken,

and when No 10 would first have become aware of the issue,

2, The story begins with the Prime Minister's approval of the
Secretary of State for the Environment's proposal of 22 July 1982
to proceed with the development. At that stage the concentration
was on the Parliamentary accommodation, but there is a reference
to a minute from Mr Heseltine to Mr Pym dated September 1982, not
on our files and not I think copied to you, provisionally
allocating to the Foreign and Commonwealth Office the space which

was to be used for Government offices.

3% On 9 September 1983 the new Secretary of State for the
Environment (Mr Jenkin) minuted the Foreign and Commonwealth
Secretary proposing that the FCO diplomatic wing should
relinquish its claim in favour of the ODA whose needs were

greater and more urgent. In the light of this %gr Robert
AS

~ Armstrong minuted to Mr Butler on 15 September; it is possible

7V01100E?
HERE

that this was the first notification to No 10 that the buildin
had been provisionally allocated to the ODA. Mr Butler' ﬁfﬁu e
in response dated 23 September did not take up that point but
dealt rather with the possible bids by the central Departments.
Oon 3 October the Foreign and Commonwealth Secretary agreed to the
allocation of the bulk of Richmond Yard to the ODA. On 7 October
Sir Robert Armstrong noted the possible bid for some space for
future expansion of the central Departments. On 16 November the
Secretary of State for the Environment minuted the Foreign and

Commonwealth Secretary that he had noted this marker, but since

1
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in 1984¢ 1In sir Rob@rt Armstrong's letter of 2

MANAGEMENT IN CONFIDENCE

the possibilities were uncertain and decisions on Richmond Yard
could not be held up any longer he was asking the PSA to proceed
with detailed planning of Richmond Yard to meet ODA's

requirements. Subsequent action was based on this decision.

Sze ;29(:«5 S t+ 4

- The patter was reopened on the Prime Miniszjf s instructions

Noveﬁ%er 1984 to

Mr Manzie, copled to Mr Butler, he recorded that she took the

view that the requirements of the central Departments should take

priority over those of ODA; and he put in a firm bid for

10,000 sqg ft for Ege central Departments. 1In his reply of

29 November (also copled to Mr Butler) Mr Manzie pointed out that

space in the Richmond Terrace building, which was part of the

Richmond Yard project but had not been allocatd to 0ODA, could be

made available without rejudice to ODA's requirements. It was
455655';7ietter of 28 January 1985) that

the accommodation divisions of the Departments concerned should

agreed (Sir Robert Arm

work up detailed plans on this basis.

6. In April 1985 the Prime Minister asked for a note on

- progress with the Richmond Yard project, which was furnished in

D &£
the form of a letter“on 29 pril 1985 to Andrew Turnbull from the

Private Secretary to the Secretary of State for the Environment.,
This document does confirm the pPlan that ODA and (if necessary)
parts of the Cabinet Office should move to Richmond Yard as soon

as the project was completed.

13 June 1986

2
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PRIME MINISTER

RICHMOND YARD

You asked for chapter and verse on the decision that ODA

S———

should move into Richmond Yard.

S

The Cabinet Office note at Flag A describes the chronology.
The plain fact is that you have never explicitly agreed that

ODA should move into this building: indeed, on one occasion
you questioned this move. But you did see a DOE letter
on 29 April 1985 (Doc 8) which said

"PSA expects the development to be completed in the
first half of 1987; the Cabinet Office and ODA will
then be able to move into the renovated and the new
buildings before the lease on the ODA present
accommodation in Eland House expires at the end of
1987."

The salient papers are as follows:

Doc 1: A minute of 15 September 1983 from Sir Robert
Armstrong asking Robin Butler's views on registering a
bid for Richmond Terrace for the central departments
(Cabinet Office and PM's office).

Doc 2: Robin's reply of 23 September 1983 encouraging
Robert to speak up in the Prime Minister's interest,
but not referring to the ODA angle.

Strangely, we cannot find the No.l0 copies of this
correspondence.
Doc 3: A minute by Robin to Robert recording your view

that the needs of Cabinet Office and No.l0 had a higher
priority for the use of Richmond Terrace than the FCO.

MANAGEMENT IN CONFIDENCE
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Doc 4: Another minute from Robin to Robert reinforcing

your views on this issue.

Doc 5: A letter of 26 November 1984 from Robert to the
e —

Permanent Secretary, PSA, recording your view that the

requirements of the central departments should have

priority over the ODA for accommodation in Richmond

Terrace.

Doc 6: A reply of 29 November 1984 from the Permanent

Secretary to Robert opening up discussions on Cabinet

Office accommodation.

Doc 7: A letter of 28 January 1985 from Robert to the
PSA Permanent Secretary which tacitally accepts that
the Cabinet Office requirements could be met "without

too much disturbance to the ODA planning”.

You were not shown Docs 5, 6 and 7 because, I suppose, your
wish that Cabinet Office requirements should be met appeared

to have been satisfied.

Doc 8: A DOE progress report of 29 April 1985 to
Andrew Turnbull which contained the statement quoted

above.

Perhaps I am too charitable, but I do not think that this is
all evidence of a fiendish plot a la Sir Humphrey Appleby to
pull the wool over your eyes. It seems that the juggernaut
simply rolled on on the assumption that the building would
house ODA. Your intervention in 1984 seems to have been
interpreted as a wish to find extra accommodation for the
Cabinet Office - which was certainly the reason why Robert
originally raised the issue (Doc 1) - and not to keep ODA
out of Richmond Yard. The matter was eventually settled
without, I think, further reference to you because it seemed
that the Cabinet Office was satisfied (Doc 2) that its needs

MANAGEMENT IN CONFIDENCE
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could be met without disturbance to the ODA plans.

So we have arrived at the present unsatisfactory situation.
The worrying feature of the whole story is that there is not
much evidence of anyone taking an overall look at ;Egﬂpgg&_
deployment of this new accommodation. (Note the Cabinet
Oflcé chronology at Flag A does not cite any collective
Ministerial decision on the use of the"bgilflng ) The

option of bringing DHSS Ministers into Whitehall does not

appear to have been canvassed.

What to do?

There are still the three options set out in my minute of
\-_"‘————-

yesterday at Flag B covering Sir Robert Armstrong's original
submission at Flag C, i.e.

1. Allow ODA to move in.

Move in 680 of the 1160 DES staff now housed at
Elizabeth House, with ODA staff going to the Elizabeth
House complex.

Move in "core groups" (Private Offices and key
officials) from both DES and DHSS.

Note that options 2 and 3 have the costs summarised in my
minute at Flag B.

Whatever you decide, I recommend that you should give firm
instructions that such important decisions on Whitehall
accommodation are taken in a proper collective Ministerial

forum and the outcome reported to you.

N LW,

(N.L. WICKS)

13 June 1986
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PRIME MINISTER

RICHMOND YARD
Sir Robert Armstrong suggests 3 uses for Richmond Yard:
1. Allow ODA to move in as has been long planned.

Move in 680 of the 1160 DES staff now housed at
Elizabeth House, with ODA staff going to the
Elizabeth House complex.

Move in "core groups" (Private Offices and key
officials) from both DES and DHSS.

Sir Robert's minute says that changing from the original plan
of moving ODA into Richmond Yard would require additional
costs provisionally estimated at £3-4 million, for which there
is no PES provision. You may feel that these extra costs and
Mr. Baker's new and vigorous management at DES reduces the

need for changing the plan of moving ODA into Richmond Yard.
A decision is required no later than 30 June 1986 if the lease
of Eland House (ODA) is not to be surrendered in December

1987.

Which option do you prefer?

N.LW:

N. L. WICKS
12 June 1986
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Richmond Yard

Under thefpresent planjthe Overseas Development

Administration (ODA) would move into Richmond Yard when the
refurbishment is complete next year. You asked me to look,ihto
the possibility of leaving the ODA where they are at Elaké/ﬂouse
or finding other less central accommodation for them, and
bringing into Richmond Yard either part of the Department of
Education and Science (DES) or part of the Department of Health
and Social Security (DHSS) or both.

2 I attach a memorandum which gives an account of the various

factors involved.

3 The plan to move the ODA into Richmond Yard is in pursuit
of the objective of concentrating the Foreign and Commonwealth
Office (FCO) in the Whitehall area. This would have the
advantage of bringing the ODA more closely under the eye and
wing of the Foreign and Commonwealth Secretary, and would help
to strengthen the process of ensuring that foreign and trade
policy considerations are given their due weight in taking
decisions on aid policy and related matters. It would also have
certain practical advantages, including a reduction in the ODA's
overheads through better use of common services, and in

particular of the FCO's new office automation project FOLIOS.

4, The simplest switch would be to bring to Richmond Yard 680
or so DES staff from the 1,160 DES staff housed at Elizabeth
House. That would leave about 480 DES staff, including the
print room and library which could not easily move, in part of
the low block of Elizabeth House: the ODA could then move from

L
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Eland House (which has to be vacated not later than when the

lease expires in 1992) to the tower block and the rest of the
low block of Elizabeth House. The ODA staff would thus be
divided (like the DES staff at present) between two contiguous
blocks. This would enable the Secretary of State for Education
and Science, his Ministers and his senior management to be
housed in Richmond Yard: whether the remainder (to bring the
figure up to 680) who also moved there should consist of some
entire branches of the DES or a horizontal slice across the

middle of the Department would be for detailed study.

B The former Secretary of State for Education and Science was
disposed to welcome the idea of a move closer to Whitehall,
principally for presentational reasons, but did not feel very
strongly. DES Ministers are in fact within relatively easy
reach of Parliament and Whitehall by car; and a move by what
could only be a part of the DES to Richmond Yard would increase
problems of communication within the Department, since many
communications which now take place inside Elizabeth House would
require transmission of documents and people across the river

between Elizabeth House and Richmond Yard.

6. The Secretary of State for Social Services, however,
regards the remoteness of Alexander Fleming House at Elephant
and Castle as a serious impediment to the conduct of the DHSS's
Parliamentary and interdepartmental business. He would like to
move into the Whitehall area a "core group" consisting of the

——— e ———— -
six DHSS Ministers and their Private Offices, the Parliamentary

Unit, and a number of key officials. There is at present no
ap——— —
suitable accommodation for this purpose on the Government estate

other than Richmond Yard; possibilities in the Victoria area are
likely to come onto the commercial market within the next

year at a rental of the order of £1 million per annum plus a
similar sum for occupational services. There would be some loss
of convenience and additional cost in communications between the
Whitehall area and Elephant and Castle, but the disadvantages

2
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would be less than in the case of the DES, since the DHSS being

so much larger is already used to operating from a number of

separate buildings. ThegE?SS therefore have a considerable

interest in moving a core group to Richmond Yard. It would no

doubt bBe possible to devise a move which enabled the DHSS to
take up the whole of the accommodation in Richmond Yard now
earmarked for the ODA.

1. A third possibility would be to move core groups both from
the DES and from the DHSS to Richmond Yard. There would have to
be further detailed study of what these core groups could
consist of, within the accommodation available at Richmond Yard.
The DES and the DHSS are the only two Departments with no
Ministerial base north of the Thames (though the DHSS is much
more seriously disadvantaged than the DES, because it is so much
further off).

3.
8. The chief objection to a change in plan at this stage 1is
the disruption, and additional cost and delay, that would be
incurred. The FCO and the ODA have built their planning round
the move. The interior design of the accommodation in Richmond
vard has been planned, and is being constructed, round the ODA's
requirements. The requirements of the DES or DHSS would be
different. As you will see, a change would mean that the
occupation of Richmond Yard would be delayed by six months to a
year - probably into 1988 - and would mean net additional costs
provisionally estimated at £3 million to €4 million, for which
there is no PES provision. If the ODA do not move to Richmond
Yard, the Government would either have to continue to pay rent
for Eland House (currently £2.1 million a year and likely to
rise to perhaps £2.5 million from December 1987 until 1992 when
the lease expires), or find a new permanent home now for the
ODA. Ideally that new home should be under one roof, as at
present; Elizabeth House is not an ideal location (since the
staff would be divided between the two blocks), and the
part-building which DHSS would vacate would not be large enough

3
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for this purpose. But to accommodate the whole of the ODA under
one roof in a new hiring in the Whitehall/Victoria area would be
substantially more expensive than a new hiring in this area for
a core group from the DHSS. I think that the difficult question
is whether the advantages of a change in the plans are
sufficient to justify these additional costs and delays.

9, 1f the plans are to be changed, and the lease of Eland
House is not to be surrendered in December 1987, a decision
needs to be taken in time to give notice to the landlord of

Eland House not later than 30 June 1986.

10. I have discussed this matter with the Permanent Secretaries

concerned(iggg;zgfhfith Ministers.™ Mr Baker might feel more

strongly than Sir Keith Joseph did; Mr Fowler would certainly
favour a move, and would want to press for an alternative base
near Whitehall if he did not get one in Richmond Yard. The

supported by the Chief Secretary, Treasury.

MS

][N ROBERT ARMSTRONG

11 June 1986

&
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MEMORANDUM

Richmond Yard

1. The Richmond Yard development, including the

Whitehall/Parliament Street frontage, provides a total of
160,000 sq ft currently allocated to:

sq ft

ODA 141,500
*Cabinet Office/Downing Street 14,000
*Welsh Office 3,000
2 retail shops 1,500

Partitioning to suit the occupants' requirements is included 1in
the construction programme. The building is currently expected

to be ready for occupation by mid-1987.

2. The arguments in favour of retaining the bulk of the new

development for the ODA are:

a. Efficiency

The space available at Richmond Yard is exactly the amount
ODA require. Careful planning has gone into the
arrangements for ODA's move; a number of internal works
have been carried out to their specific requirements.
Co-location across Whitehall from the diplomatic wing of

the FCO would make possible closer working relationships

xQverflows from existing Whitehall occupations, made
necessary by the demolition of Palace Chambers and by the
loss of Standard House on lease expiry in 1988, and

subsequent redevelopment.

1
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between the two wings, leading to better integration of aid
and foreign policy; some staff savings; and more effective
use of common services. 1In particular, use of the FCO's
major new office automation project FOLIOS, the ODA is

investigating the possible operation from 1987.

b.  Morale

1t would be demoralising to ODA staff, who had worked hard
for this move and set great store by it, if ODA were not to
move to Richmond Yard. The plan has been prepared in close
consultation with staff at all levels; the building has
been designed to facilitate managerial improvements such as
integration of registry and secretarial services which the
layout of Eland House prevented. The latter is in any case
not available in the longer term (see c. below), and

of fice services there have been deliberately allowed to run

down prior to the proposed move to Richmond Yard.

Ce Cost

On present plans Eland House would be relinquished on ODA's
move to Richmond yard. The lease expires in June 1992, but
PSA can determine it earlier on 18 months notice to expire
at any time on or after December 1987. The landlord has
indicated that he will not renew the lease. The rent
saving from giving up Eland House (current rent £2,110,000
per annum but subject to review in December 1987 if we
retain the building) was a key factor in the original
economic justification of the Richmond Yard development.
Any change of occupation at this late stage of the Richmond
vard development will carry additional costs and impose
some delay. It is extremely difficult to quantify these at
this stage, without knowing the exact requirements of
whoever was to occupy the building and where ODA would

eventually go. But it would be unrealistic to assume that

2
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we could effect the change in the occupation of Richmond
vard in less than six months to a year, probably nearer the
latter, and at a further cost of some £3-4 million, taking
account of the need to rehouse ODA elsewhere., This
additional cost would have to come from new resources
beyond what has already been allocated for accommodation
projects; the money could not be found within existing PES

provisions.

3. The arguments for allocating part or all of the building to
the DHSS are:

a. Efficiency

At present the six Ministers in the Department need to
travel some 20 minutes to Parliament and to meetings in
Wwhitehall or Westminster. It is the Secretary of State's
strongly held view that this is a serious impediment to the
conduct of their Parliamentary and Government business.

The same problem (indeed worse since they are normally
dependent on public transport) affects officials required
to attend meetings in Whitehall/Westminster. The DHSS and
the DES are the only major Departments with no base in the
Whitehall area. Richmond Yard would not, of course, be
large enough for the whole DHSS staff: what would be
envisaged would be the occupation by a core staff
consisting of the six Ministers' offices, the Parliamentary

unit and perhaps a small number of other key officials.

b. Cost

There would be additional costs involved in such a move, as

outlined in paragraph 2c above. There would be a balance

of additional costs for travel etc between DHSS buildings

3
CONFIDENTIAL
MCSAAB




CONFIDENTIAL

more distant from one another than at present, against
savings from greater efficiency of operation for Ministers

etc.

4, The argument for allocating some or all of Richmond Yard to
the DES is that, like the DHSS, the DES has no Ministerial base
north of the river. But Elizabeth House is very close to

Westminster Bridge and DES Ministers can get to the House of

commons to vote if they leave their offices as soon as the

division bell rings.

53 The Richmond Yard development is however too small for the
whole of the DES. Since the policy staff of DES are now all in
the same building, taking half of them north of the river would
create inefficiencies which do not exist now. 1t takes 20

minutes to walk from an office in Elizabeth House to an office
in Richmond Yard. At present all DES staff in Elizabeth House

can get to a meeting in five minutes.

6. 1f it were proposed that a core staff consisting of
Ministers from both DHSS and DES should share Richmond Yard,

plans would have to be adjusted to provide suitable
accommodation for ten Ministerial Private Offices, as well as

for whatever officials from the two Departments would accompany.

7. 1f the ODA occupy Richmond Yard, the DHSS will wish to
acquire alternative accommodation north of the river for a core
staff as outlined above, and as quickly as can be arranged. At
present there is no suitable accommodation to meet this
requirement readily available on the estate. A new hiring would
be necessary at a rental cost of around £1 million per annum,

with perhaps a similar sum needed for the occupational services.

8. If the ODA do not occupy Richmond Yard, they will need
alternative accommodation at some point between December 1987

and the expiry of the Eland House lease in 1992. The most

4
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suitable way of meeting this need would depend on the
arrangements for Richmond Yard. If DES were to move there, 0ODA
could fill in behind them in Elizabeth House (the tower block
plus part of the low block). The cost of such a move has been
included in the £3-4 million figure quoted at the end of
paragraph 2c. above. 1f, on the other hand, DHSS were to go to

Richmond Yard, they would presumably want to bring in their own

staff from elsewhere to fill the space created in Alexander
Fleming House. A suitable new hiring in the whitehall/Victoria
area, to provide a one-roof permanent home for the ODA might
cost around £3 million per annum in rent and £3 million for

ingoing services.

5
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FCS/86/117

PARLIAMENTARY UNDER SECRETARY OF STATE FOR THE ENVIRONMENT

Queen Elizabeth II Conference Centre

A {

~1Le |

1. Thank you for your letter of 15"April inVWhich you'outlined

the booking policy you propose for the new Conference Centre.

2. 1 agree that steps should be taken to ensure that as full
use as possible should be made of the Centre. It is clearly
important that the private sector should be encouraged to look
to it as a major new facility in the capital. I also agree that
it will be necessary, for security and other reasons, to exclude
certain groups should they apply to use the Conference Centre.

I have no suggestions for additions to the categories you mention.

3. There could, of course, be some officially organised
conferences which might attract demonstrations or breaches of
the peace. I do not think that it would be right to rule out

a priori such conferences on these grounds.

4., I am sending copies of this minute to the Prime Minister,
the Lord President of the Council, the Home Secretary, the
Chancellor of the Duchy of Lancaster, the Secretary of State

for Defence, the Chief Secretary and Siy Robert Armstrong.

(GEOFFREY HOWE)

Foreign and Commonwealth Office

1 May 1986
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NOTE FOR THE FILE

I confirmed with Robert Culshaw that FCO were
indeed reviewing the guidelines for the use
of Lancaster House, and were aware of the

need to keep us informed.

MG

MARK ADDISON
1 May 1986
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Treasury Chambers, Parliament Street, SWIP 3AG

Sir George Young Bt MP

Parliamentary Under Secretary of State

Department of the Environment vl
2 Marsham Street v ‘?
London

SW1P 3EB

AL April 1986

Dev by,

NEW CONFERENCE CENTRE BOOKINGS b Flaes
(- ¥ I AP
Thank you for sending me a copy of your letter of 15 April
to Geoffrey Howe about the new Conference Centre.

As you will know from my letter of October 1985
to Kenneth Baker, I am most anxious to see all reasonable
steps taken to maximise the Centre's income and to prevent
its being a continuing drain on the Exchequer. I am sure
it is right, therefore, that exclusions are kept to an
absolute minimum. I agree that sometimes a line will have
to be drawn. But I hope that in interpreting category
(a) the test of dignity will not be applied too
restrictively.

I am copying this letter to the Prime Minister,
Willie Whitelaw, Geoffrey Howe, Douglas Hurd, Norman Tebbit,
George Younger and to Sir Robert Armstrong.

JOHN MacGREGOR
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10 DOWNING STREET

From the Private Secretary 17 April 1986

The Prime Minister has seen a copy
of Sir George Young's letter to the Foreign
Secretary setting out some guidelines for
categories of bodies to whom it would not
be appropriate to make available the new
Conference Centre.

The Prime Minister agrees with the
categories proposed (points a, b and c of
the letter). She notes that Sir George
Young would consider each decision himself.

I am copying this letter to the Private
Secretaries to the Lord President, Foreign
and Commonwealth Secretary, Home Secretary,
Chancellor of the Duchy of Lancaster, Secretary
of State for Defence, Chief Secretary and
Sir Robert Armstrong.

(Charles Powell)
Neil Mitchell, Esqg.,
Department of the Environment.
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DEPARTMENT OF THE ENVIRONMENT
2 MARSHAM STREET LONDON SWIP 3EB

01-212 3434 é
My ref:

Your ref:
1o
I

_;’ April 198¢

. | P
A pRd e 1.
CEQ '6] ;.

You will know that we are now receiving applications for
bookings for the new Conference Centre which will open in
June. The purpose of thilis letter is to set out the policy
which, subject to your agreement and that of other colIeégues,
L«uﬁauhn;JI propose to instruct officials to follow in accepting

Mbookings .

We are all agreed that, subject to the reguirement of

Government use, the Conference Centre should be us«d Lo
generate as much income from the private sector as possible by
its use for Conferences, etc. I am anxious, therefore, that
we should set as few barriers as possible to letting it to
those organisations who wish to use it. In particular, I
don't think we should refuse to let it for purposes asscciatead
with the mainline political parties, or widely accepted
political and other pressure groups, even though we might not

agree with the opinions or the parties who would occupy the
building.

For example, the Conservative Local Government Conference has
asked for a booking - they are attracted, not least, by the
leyel of security which the conference centre can cffer - and
I would propose to accept them; I would do exactly the same if
it were the Labour Local Government Conference. Equally, if a
major and responsible trade unioh wished to hold a Conference
there, I think we should accept the booking, just as we would
for the CBI or a major industrial group.

There are, however, certain organisations to whom I doc not
think a booking should be given because it could cause t
Government embarrassment. I think the categories of bodies
falling under this head should be strictly limited, and should
be confined to the following:-

a) Sales and publicity conferences organised on behalf of
some very undignified event or goods




b) Functions which might lead to possible demonstrations or
breaches of the peace —

Che
c)/ The organisers are associated with a group which the
Government has explicifly condemned as being either
against national interests (eg the IRA) or incompatible
with democratic Government (eg Militant and the National
Front) :

Before refusing any booking on the grounds that fell within
these categories, I would want to copgider the decision
myself. We would not, of course, have to give any reason for
ur decisions to the organisers, but I would expect, in any
controversial case, to have to answer questions in the House.

I would be grateful if you would let me know if you are
content with these arrangements. I am copying this letter to
the Prime Minister, the Lord President of the Council, The
Home Secretary, the Chancellor of the Duchy of Lancaster, the
Secretary of State for Defence, the Chief Secretary and Sir
Robert Armstrong. ~

SIR GEORCE YOCUNG

“ov Now Sir Geoffrey Howe RC MNP




MANAGEMENT IN CONFIDENCE

10 DOWNING STREET

From the Principal Private Secretary
SIR ROBERT ARMSTRONG

TENANTS FOR RICHMOND YARD

At your meeting with the Prime Minister

this morning you explained that Richmond
Yard did not contain sufficient accommodation
to house all the DES staff now at Elizabeth
House. It would, however, be possible

to house in Richmond Yard some of DES
(Ministersand Schools Branch) and DHSS
Ministers. The Prime Minister said that

she would be content for this to be explored
further. She could see no reason why

the FCO, through the ODA, should be allowed

yet further presence in Whitehall.

LW

N L WICKS
21 March 1986

MANAGEMENT IN CONFIDENCE
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1. MR. LL ?L H‘*u\, c-vw)\.cl:.
2. PRIME MINISTER MpAa IV/Z

You asked how the Lord Mayor of Westminster could have been
intending to use Lancaster House for a reception to mark,

among other things, his leaving office.

FCO confirm that Lancaster House is normally used by Ministers
il asiad g

for entertaining foreign visitors. But PSA hold the lease.

r— S

Though the guidelines governing use of the building are
applied in the first instance by the Foreign Office, the
PSA/DOE in the end have the right to take the final decision.
In this case, the Lord Mayor approached the FCO who referred
it to DOE. DOE said they would be content.

FCO have a strong interest in maintaining the prestige and
availability of Lancaster House. On the other hand, the
PSA have to try to maximise the income they receive from
it. FCO tell me that they are looking at the pattern of
use of Lancaster House at present. They have taken note

of our interest and will keep us informed.

v

Moy

(Mark Addison)

12 March 1986




DEPARTMENT OF THE ENVIRONMENT
2 MARSHAM STREET LONDOXN SWIP 3EB
01-212 3434

My ref: PS0C/18368

Your ref:

.7) November 1985

AN

DAL

QUEEN ELIZABETH II CONFERENCE CENTRE :
I am replying to your letter of 23 Octob to Kenneth Baker about
the financial outlook for the Centre

Kenneth and I entirely share your views on the need to make the
Centre financially viable as quickly as possible. The immediate
priority is, of course, to ensure that everything is .raaoy and
working in time for the Presidency next July. There
great deal of detailed work still to bes done and
management team are concentrating their efforts on
experienced consultant from the prlvate sector, Mr Barry
of Earry Newman A55001ate:, has 301163. the team to handle the
marketing and he will be rapidly raising the Centre's profile in
the marketplace. His initial assessmen of the commercial
outlook 1is encouraging, and your clear endcrsement of a pnlicv
of flexible pr1c1ng with the objective of maximising revsnue will
be a great help in building up the busiress.

~
That being said, I must sound a cautionary note about the
speed at which we can realistically expect to bulid up the
commercial side of the business. Although commercial bLockings
are already being taken and confirmed for 1986/87 and beyond,
it would be unrealistic to assume that full capacity anc maximum
earnlngs could be achieved within the first elghtee“ months
of operation, particularly with the 1long lead times regquired
by many conference organisers when making bockin ngs.

The Centr° S management team have been concentrating all their
available resources on the immediate task of preparation for the
Presidency, and' sett 1ng up a marketing operation. They will not
have the spare capacity to tackle concurrently the wider and more
radical review of the options to which Kenneth Baker referred in
his letter of 8 October, and it will be necessary tce bring in
consultants. My officials will be in touch with yours anc others
very shortly with proposals for pressing forward with this
exercise with the assistance of consultants.




. .

/ I am copying this letter to the Prime Minister, Geoffrey Howe,
Leon Brittan, Douglas "Hurd, Michael Heseltine and Nicholas
Ridley and to Sir Robert Armstrong.

SIR GEORGE YOUNG

John MacGregor ORE MP







10 DOWNING STREET

From the Private Secretary 28 October 1985

QUEEN ELIZABETH II CONFERENCE CENTRE

The Prime Minister has seen your Secretary
of State's letter of 8 October to the Foreign
and Commonwealth Secretary and subsequent
correspondence. She remains very concerned
about the prospect that the International
Conference Centre may become a continuous
drain on the taxpayer. She agrees strongly
with the Chief Secretary that a radical
review of the options for the future of
the Centre needs to be pursued with great
vigour.

I am copying this letter to Stephen
Boys Smith (Home Office), John Mogg (Department
of Trade and Industry), Richard Mottram
(Ministry of Defence), Richard Allan (Department
of Transport), Richard Broadbent (Chief
Secretary's Office) and Michael Stark (Cabinet
Office).

. (David Norgrove)
Miss Sue Vandervord,
Department of the Environment




PRIME MINISTER 25 October 1985

INTERNATIONAL CONFERENCE CENTRE

John MacGregor is absolutely right. A fundamental review is
urgently needed, to prevent the Conference Centre becoming a

continuous drain on the taxpayer.

We recommend that you should write to Kenneth Baker,

wholeheartedly supporting the Treasury line.

DL LL.

OLIVER LETWIN




PRIME MINISTER

INTERNATIONAL CONFERENCE CENTRE

Mr. Baker's letter (Flag A) sets out his proposals for use

of the Conference Centre. No need for you to read. (If

you do, the second and third pages as marked give a summary.)

. SNpemea——— e . -
The important point is that the business plan points to

a net operating loss of £3%-4 million in 1986-87 reducing
to £2%-3 million by 1989-90.

——

The Foreign Secretary and others go along with this. The
Treasury do too (Flag B), but on the understanding that
S ———

a more radical review promised by Mr. Baker in his letter

is pursued vigorously. The Policy Unit agree with the Treasury
that a fundamental review is urgently needed to prevent

the Conference Centre becoming a continuous drain on the

—

taxpayer.
prm—

Agree to write to Kenneth Baker wholeheartedly supporting

the need for a radical and thorough review?

ki

V2N

(David Norgrove)

24 October 1985




Treasur}' Chambers, Parliament Street, SWIP 3AG

The Rt Hon Kenneth Baker MP

Secretary of State for the Environment

Department of the Environment

2 Marsham Street TJﬁgm‘
London

SW1P 3EB

j:s October 1985

gz)e=. L(;-~J/EJ%

THE QUEEN ELIZABETH II CONFERENCE CENTRE

Thank you for sending me a copy of your letter oka‘SS;pbér
to Geoffrey Howe. :

I am very concerned about the projected operating
loss which the Centre is expected to make on present plans.
It 1is essential that we attempt to make the Centre
commercially viable as quickly as possible.

I am glad therefore that you are looking at alternative
uses for the Centre. I hope the review can be completed
by January 1986; I should like it to have a firm objective
of eliminating the operating deficit for 1987-88 and
subsequently. If the strength of subsidised competition
means there is no way in which the Centrecan meet.its operating
cost with conferences as its main activity, then the review
should consider whether an alternative mix of activities,
with less emphasis on conferences, would be more profitable;
or, as Peter Rees suggested, whether we should dispose
of it.

In the meantime I accept that you cannot afford to
stand still and I agree that you should pursue a strategy
aimed at bringing in private sector use to the maximum
possible extent. I suggest that charges should be at a
level to maximise revenue rather than necessarily a standard
percentage above competitors' rates. My agreement is however
on the understanding that the more radical review is.pursued
vigorously.

I am copying this letter to the Prime Minister,

Leon Brittan, Douglas Hurd, Michael Heseltine,
Nicholas Ridley, and Sir Robert Armstrong.

JOHN MacGR







QUEEN ANNE'S GATE LONDON SWIH 9AT

220ctober 1985

%w« WKevaa |

THE QUEEN ELIZABETH IT CONFERENCE CENTRE

Thank you for copying to me your letter of 8 October to Geoffrey
Howe. I have also seen a copy of his reply to you of 15 October.

Like him, I agree generally with the approach you are
proposing. I do not at this stage see a realistic alternative.
Clearly you need to make the Centre as viable as possible, and that means
bringing in private customers. We will have to accept the limitations
on Government use that this might impose. It is useful that Lancaster
House will be kept in reserve for the time being in case there are
unforeseen requirements.

I am aware that the security authorities have been closely
involved in the planning arrangements so far and I am sure that close
contact should continue. Inevitably, if the Centre is opened up to
private users there will be a risk of weakening the security arrangements
and we must be careful to ensure that in seeking commercialisation the
purpose for which the Centre was conceived is not defeated. It would
therefore be right for the views of the security authorities to continue
to be taken properly into account as commercial uses are explored.

I note that your officials will be in touch with officials in
other Departments in the near future about alternative uses for the
Centre and we will, of course, think hard about any potential uses that
we might have.

I am copying this letter to the recipients of yours.

The Rt Hon Kenneth Baker, M.P.
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FCS/85/263

SECRETARY OF STATE FOR THE ENVIRONMENT

-

International Conference Centre

1. Thank you for your letter of 8 8229bé;.

2. I agree generally with the approach you are adopting. It
seems to me right that your Business Plan should be based on the
decisions which Ministers have already taken and that the aim
should be to secure the highest possible revenue for the Centre
from private sources. Certainly, we could not countenance an
alternative approach which either jeopardised the Centre's

plans for the UK Presidency or reduced the level of security
which we have agreed.

3. We accept the constraints on our dealings with the Centre
which you propose in order to maximise its income. I note that

we can, if necessary, fall back on Lancaster House.
4. We are content to be charged the competitive London rates
for our use of the Centre and note that we will not be asked

to pay the premium for the major rooms.

a. I am copying this to the recipients of yours.

Foreign & Commonwealth Office GEOFFREY HOWE
15 October 1985
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MR FLESHER 19 August 1985

INTERNATIONAL CONFERENCE CENTRE

I shall be meeting PSA officials and others to discuss the
new business plan on 2 September. That meeting should cast

more light on the prospects for increased revenue.

In the meantime, I suggest that the Prime Minister should
merely note the letter of 5 August from Patrick Jenkin's

office.

s

OLIVER LETWIN




2 MARSHAM STREET
LONDON SWIP 3EB

01-212 3434

Myref:  J/PS0/15949/85

Your ref:

S; August 1985

QUEEN ELTIZABETH

Thank you for your letter of 22bdﬁly about the income figures
forecast for the Centre, which have struck the PTrime Minister
as excessively low"

In preparing the Business Plan for the Centre, PSA have
been greatly assisted throughout by Mr Geoffrey Smith, an
independent conference consultant and former Director of
the London Convention Bureau and of the London Tourist Board.
His clear advice is that there is indeed a qggggg_ggggntial
commercial demand for the Centre's faciliti®es. They are
likely to Pe attractive for the large professional and trade
association conferences, both national and international,
We already have a number of provisional bookings, including
the Small Business congress next year, about which
Sir Charles Villiérs recently wrote to the Prime Minister,
There 1is also a useful, though somewhat smaller, potential
market for company meetings. The National Freight Consortium
have, for example, récently pencilled in a provisional booking
for their big shareholders' meeting in 1987.

It will inevitably take time to build up a steady private
business of this kind, and Vigorous marketing with a hard
commercial edge will certainly be needed. To this end,
PSA intend to enlist shortly an experienced marketing manager
for the Centre from the private sector; and they also have
it in mind to strengthen the commercial advice available
to the Management Board which up to now has been relying
solely on Geoffrey Smith.

Geoffrey Smith's advice is that it would be reasonable,
though tough, to set a target for the Centre of a 70%
utilisation rate, over Ehé ~yZar as whole, by the _fourth
year of operation, ie 1989/90. That 1is what we shall be
aiming for 1in our marketing. It implies building up to
& steady gross annual income at this level of usage from
commercial bookings and catering (which will be contracted
out on the best commercial terms we can obtain): of over
£2m at current prices, representing around 80% of the total
income forecast in 1989/90 from both Government and private
sources. The nett effect of this would be to reduce the
bottom-line operating loss by around £1lm.




In addition, there will be savings from relinquishing PSA's
existing conference facilities in London, other than Lancaster
House, which will no longer be needed when the Centre becomes
operational. This rationalisation process has already started,
and will be completed as quickly as the various lease
conditions permit, These savings will eventually amount
to some £1m a year at 1985/86 prices.

My Secretary of State's firm intention is to bring in private
sector use to the maximum extent compatible with the Centre's
status as a Government facility, and with the requirement
to provide permanent secure conference facilities for
Government use, He will be writing to his colleagues
immediately after the Auqust holiday with a strategy to
achieve this aim,

Copies of this letter go to the recipients of yours.

\/Uw.\ J'mcenobg
S Varde/ v

MISS S VANDERVORD
Private Secretary

Andrew Turnball Esq
PS/Prime Minister







2 MARSHAM STREET .
LONDON SWI1P 3EB

01-212 3434

My ref:

Your ref:

3) July 1985

l)e-kru ,

INTERNATIONAL CONFERENCE CENTRE

o

Thank you for your letter of %8/&u1y; I agree with you that
we should 1ook to the future rather than rake over nast decisions.

I expect to be ready to circulate the summary of the Business

Plan for operating the centre very shortly; it will contain

revised calculations of the expected running costs and revenue.

It would be premature to consider the long term future of the

centre at this stage, before we have had any experience of operating
it in response to both government needs and private sector
opportunities. As you know, we have recently announced the Queen's
agreement to the centre being named after her, and preparations

are being made in anticipation of her agreement to open the

centre next vear.

I am very concerned at what you say about the funding of the
potential operating loss. As I made clear in my letter of 2

July, it would be quite unacceptable to expect PSA to fund this
without extra resources being provided. George Younger has already
expressed his concern about the implications for the overall
accommodation programme 1f PSA are forced to fund the deficit

at "the expense of their office and general construction programme.
In the interests of colleagues, I am bound to press you strongly
for additional funds in the forthcoming PES bilaterals. There

is no logic in the view that, because PSA has the task of running
the centre on behalf of Government, the operating loss should
fall on its votes without an increase.

I am copying this letter to-the Prime Minister, members of the
Cabinet and to Sir Robert Armstrong.

e

el

PATRICK JENKIN

The Rt Hon Peter Rees QC MP







CONFIDENTIAL

10 DOWNING STREET

From the Private Secretary 22 July 1985

I am Copying this
inet and Richard H

letter to members of the
atfield (cCabinet Office).

(ANDREW TURNBULL)
John Ballard, Esq.,

Department of the Environment .

CONFIDENTIAL
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PRIME MINISTER Fygr2e u "“"”_S 3 19 July 1985
N0t R

N

INTERNATIONAL CONFERENCE CENTRE

The saga of the International Conference Centre would

be funny if it were not so catastrophic.

————

—

It transpires that consultants’ fees amounting to 20% of

—
the total cost, landscaping costs, and some of the equipment

costs were all omitted from the estimates; and proper

-

allowance was not made for inflation. As a result, the

D e ——

building will cost £66 million instead of £30 million.

— ————— e

—\

This sum is being written off.

But we are told that - even with the capital costs
written off - there will be a net cost of between £2.5
million and £3.7 million each year. The Treasury say that
this is due to a combination of huge running costs and

lower-than-expected private demand.

Ministers are now exchanging polite insults about the

responsibility for this fiasco.

Next Steps

The Chief Secretary wants to "reconsider the long-term

future of the Centre", on the basis of the "business plan"




now being prepared by DoE. But if the plan is anything like
the original estimates, it will not help much; and the
"long-term" is not soon enough. Something needs to be done

in the next few weeks to put the situation right.

It is absolutely absurd to claim that a building of
this size (equipped with a restaurant, huge auditorium, four
big conference rooms, security suite, lounge, offices and

press facilities) is capable of raising only £300,000 -

£1,500,000 a year in gross receipts.

If a conference like the American Bar Association used

the Centre for one week they would have to pay only £1,000

for each seat in the conference halls to produce the
£1,500,000 that is claimed as the maximum take for the whole
year. In practice, the price would be way below £1,000 per
delegate, since the same people do not occupy all the
conference rooms at once; and the restaurant and bar ought
to make a huge profit. In other words, the Centre should,

in a year, be able to rake in tens of millions of pounds.

We have no faith whatsoever in the capacity of the PSA
or other public sector bodies to run on enterprise of this
sort, and the absurd estimates now being presented merely

confirm that view.




The only sensible solution is to contract the whole
show to a private sector operater, who could make money out
of it. Instead of footing an annual bill, the Government
could begin to recoup part of its £66 million outlay on

construction.

We recommend that you should press for immediate

discussion of a private sector contract. This building is
already an eyesore; it ought not to be a drain on taxpayers'

resources as well.

OL L

OLIVER LETWIN




003/106
CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG

Rt Hon Patrick Jenkin MP

Secretary of State for the Environment
Department of the Environment

2 Marsham Street

London

SW1P 3EB

1R July 1985

Do o S-?(,;_Q_Lo_:j \j’ Slefe

INTERNATIONAL CONFERENCE CENTRE

Thank you for your letter of 2 July about the International
Conference Centre. Michael Heseltine, Geoffrey Howe _and
George Younger have also written to me about this.

: I do not think we will gain much by raking over the
minutiae of the collective decision to proceed. I am more
concerned to ensure for the future that expenditure on
capital and running costs alike is not to be committed
unless it is clear that funds can be made available. As
it is we now find ourselves faced with a net deficit of
up to £3.7 million a year.

Had the running costs been identified at the outset,
~approval of the project could have been made conditional
on its sponsors being responsible for them. They were
not. And reluctantly, I do not think I <can press
Geoffrey Howe or Michael Heseltine any further. That means
that PSA, which is responsible for managing the centre,
must carry the deficit. Of course, we have yet to discuss
PSA's overall position in the Survey, but I am bound to
say that I will find it difficult to accept any additional
bids.

I remain of the view that we should reconsider the
long term future of the centre in the 1light of expected
levels of usage. I hope the business plan your officials
are preparing will be available soon as a basis for this
reassessment.

CONFIDENTIAL




CONFIDENTIAL

In all this I take comfort only in the fact that we
did not sign the agreement with the Pearl Assurance Company
which would have added substantial extra financing costs
to those we now face.

I am copying this letter to the Prime Minister, other
members of the Cabinet and to Sir Robert Armstrong.

Mo o
B

aE&t_Jf

pL,PETER REES

CONFIDENTIAL
2




70 WHITEHALL, LONDON SWI1A 2AS
01-233 8319

From the Secretary of the Cabinet and Head of the Home Civil Service

Sir Robert Armstrong GCB CvVO

Ref. A085/1811 3 July 1985

e Gndon

Richmond Terrace

Thank you for your letter of §/Pebruary 1985.

I understand that the working up of an allocation plan to
provide the additional accommodation which is needed in the
Richmond Yard complex for No 10 staff and the Cabinet Office has

now been completed to the satisfaction of all the parties
concerned.

My Office Services people will now move on to the next

stage of specifying any work required in the areas to be occupied
by No 10 and the Cabinet Office.

I am sending copies of this letter to Antony Acland,
Crispin Tickell, Robin Butler and Len Appleyard.

Wy et
/
et

A G Manzie Esq CB
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2 MARSHAM STREET
LONDON SWI1P 3EB

01-212 3434

My ref:

Your ref:

7 July 1985

INTERNATIONAL CONFERENCE CENTRE

I was very surprised by your letter of May about the
International Conference Centre which seems to overlook the

four collective Ministerial discussions in 1980 to 1982. In

his memorandum to the Cabinet in 1982, your predecessor accepted
that the Conference Centre should be built in the timescale
planned. This is being done, and I am confident the building
will be ready in 1986, a target colleagues set in 1980, although
the go ahead was not given until 1982.

Your criticisms of the capital costs are based upon a selection
of figures which do not bear true comparison. A 1980 estimate
for construction costs has been compared with a 1985 figure
which includes both other and later costs. A point to remember
is that when colleagues agreed in April 1982 to proceed with

the project using public sector funding, most of the design
costs and the sub-structure costs (which included the Parliamentary
telephone exchange) had already been incurred. We were concerned
therefore primarily with the future expenditure, and to cover
this your predecessor agreed to provide an additional £40.65m

in lieu of the alternative offer from the Pearl Insurance. Some
extra features have been added since then to make the Centre

a better commercial proposition; but the current construction
cost figure of the superstructure (£46.4m) is - allowing for
inflation and items such as security and landscaping not covered
by the proposed deal with the Pearl - entirely in line with the
1982 figure. »

I cannot understand either your comment that running costs were
not brought into the Cabinet debate at an earlier stage. Our

" prime concern then - as a study of the papers shows - was whether
a permanent conference centre was needed, and how to ensure

it was ready by 1986. Temporary expedients, even 1if they were
practicable, were seen to be very expensive. Colleagues therefore
decided in favour of a permanent centre at Broad Sanctuary.

Michael Heseltine announced in 1981 that the Centre would be

run as commercially as possible, and my aim is to minimise the
operating costs by a sound marketing strategy, bringing in private
sector use to the maximum extent compatible with the original
objectives. But this will still leave an operating loss which

the government will have to finance. Unless the two main users




)

.are prepared to meet this - and I have now seen: the responses
of both Michael Heseltine and Geoffrey Howe on this point -

I see no alternative to the Treasury providing extra finance.
It would be quite unacceptable for the costs to fall on the
PSA's Office Programme without extra resources being provided,
since this would have to be at the expense of essential work
to meet all Departments' accommodation requirements.

Finally, you suggest that we reconsider the Centre's future
and perhaps sell it. If colleagues no longer believe that the
Centre is wanted, then there would be grounds for getting rid
of a loss-making asset. The need for the centre was however
clearly accepted in successive Cabinet discussions and I am
not aware that anything has occurred since then to invalidate
the decisions. In my view, we would be ill advised to slacken
our efforts at this stage to complete the project on time. It
is needed for the EC Presidency in July 1986; the Queen has
already agreed to the Centre being named after her, and I plan
to make this public by an inspired PQ shortly; I would also
hope that she would formally open the Centre next summer.

I am copying this letter to the Prime Minister, to Members of
the Cabinet and to Sir Robert Armstrong.

OANA— A

e

PATRICK JENKIN

The Rt Hon Peter Rees QC MP







FCS/85/183

CHIEF SECRETARY, TREASURY

International Conference Centre (ICC)

1. Thank you for sending me a copy of your letter of 23 May
to Patrick Jenkin. I have now seen Michael Heseltine's
comments and agree with him that there is no reason why our
two Departments should pay the difference between the cost
of running the ICC and its commercial income. I note

George Younger's views. Your proposal seems to me to ignore

two important aspects of the problem.

2. The first is that the ICC is the product of a collective
decision within the Government as a whole. Successive
Governments were agreed on the necessity of having a well
equipped and secure Government Conference Centre. 1In the
context of the final decision-taking it was the FCO's duty
to put forward the foreign policy arguments. Others put the
arguments on other points. A wide range of considerations were
taken into account, including the fact that conference
visitors can be expected to be a useful source of foreign
currency. The Centre will clearly be used by several
Whitehall Departments, for example for meetings with their

opposite numbers during the Community Presidency.

3. Secondly, your proposal would in my view lead to unnecessary
confusion over where responsibility for the ICC lies. The

/Property




Property Services Agency has played a leading part in the
planning, design and construction of the ICC. They now
occupy it on behalf of the Government. It has been agreed
that they will manage it. I do not see how they can
fulfill these responsibilities without full control over
the Centre's income and expenditure. I believe that they
have the task of making as good a going-concern of it as
they can. I cannot accept that the additional funding which
PSA will need to meet this Government commitment should
come from FCO. As with the capital costs, I would expect
them to look to the Treasury for financial cover for any
losses on running costs. I note that Patrick Jenkin has
submitted an additional bid for this purpose in the
present Public Expenditure Survey.

4, I am copying this minute to the Prime Minister, other
members of the Cabinet and Sir Robert Armstrong.

GEOFFREY HOWE

Foreign and Commonwealth Office

17 June 1985
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NEW ST. ANDREWS HOUSE
EDINBURGH EHI1 38X

WMA
{

The Rt Hon Peter Rees QC MP Ei'YON

Chief Secretary to the Treasury

Treasury Chambers

Parliament Street

LONDON
SW1P 3AG 1) June 1985

X2 Mg

INTERNATIONAL CONFERENCE CENTRE

I was extremely concerned at the information contained in your
letter of ?}/ﬁay to Patrick Jenkin about the costs of the
International Conference Centre.

I have no direct departmental interest in this project but
I recall very vividly our discussions at the time and I am
perturbed that we were apparently so seriously misled in relation
to an 1issue which was the subject of strong differences of
view. In view of the well developed practices for investment
appraisal 1in relation to major projects, and the discipline
which your officials rightly impose to ensure their application,
I find it difficult to understand how such glaring omissions
occurred and escaped detection. I fully support your view
that we need to consider what lessons can be learned on the
basis of a full explanation of what went wrong in this case.

My other concern is with the handling of the continuing losses
generated by the Centre, on which you' specifically invited
views. It would be unacceptable to me if they were to be treated
as a charge against provision which might otherwise be available
for my own programme or for the extensive range of programmes
for which colleagues are responsible but which determine
provision for my programme through the block and formula
arrangements. Consequently, I agree with your proposal for
the allocation of responsibility for ©bearing the public
expenditure consequences.

I am copying this letter to the Prime Minister, members of
the Cabinet and Sir Robert Armstrong.







CONFIDENTIAL

MINISTRY OF DEFENCE WHITEHALL LONDON SW1A 2HB

TELEPHONE O1-218 8000
DIRECT DIALLING O1-218 .21.11/3

7th June 1985

L < D—i AK:\,

INTERNATIONAL CONFERENCE CENTRE

You sent me a copy of your letter of{;éég/May to Patrick Jenkin.

It is now a long time since I have had to consider this
matter, but it seems to me that only two possible candidates
are liable for responsibility for what has happened.

If the original cost assessment for this building were
factually wrong, then that must be a matter for the Property
Services Agency. But the decision to proceed with the project,
in the public sector, was taken by the Cabinet. There is no
know method of weighing whose argument in Cabinet discussion
was the most persuasive in support of this project going'ahead
within the public sector; there are certainly no grounds for
singling out for responsibility for the cost overruns the budgets

- of just two of our colleagues in Cabinet who argued in favour of the

project. I certainly cannot accept any liability against my own budget.%

In logic, the most obvious responsibility for the cost over-
run, other than that of the Property Services Agency, is that
of the Treasury. It was the Treasury who argued for a public
sector financial solution. You can be sure that the omissions

in the original statement of cost would have been flushed out if the

The Rt Hon Peter Rees QC MP : :
: CONFIDENTIAL
1




CONFIDENTIAL

Property Services Agency had been allowed to proceed with its
preferred solution and reached an agreement with the private

sector for the financing of this project.

It seems to me, therefore, that, far from being a claim on
the Contingency Reserve - which in this matter is innocent - the
additional public funding requirement to bring this project to
completion, and to run it, should be met by economies from within

the Treasury itself.

I am sending copies of this letter to the Prime Minister,

other members of the Cabinet and to Sir Robert Armstrong.

e

WL

Michael Heseltine

CONFIDENTIAL
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CONFIDENTIAL

Treasury Chambers, Parliament Street, SWIP 3AG

The Rt Hon Patrick Jenkin MP
Secretary of State for the Environment
Department of the Environment

2 Marsham Street

London

SW1P 3EB

#3 May 1985

Do s ge,c,.f_fo:j j Sale

INTERNATIONAL CONFERENCE CENTRE

It is clear that many of the worst fears expressed about
the ICC are 1likely to be fulfilled. We must decide what
its future should be and what 1lessons can be learnt from
this sorry episode.

Capital Costs

I understand the capital costs of the Centre are now
put at £65.6 million, more than double the £29.5 million
reported to Cabinet in June 1980. Price increases account
for a 1large part of the increase. But part is accounted
for by the fact that consultants' fees (20 per cent of the
total) were inexplicably excluded from the original estimate.
Also excluded were landscaping costs and some of the technical
equipment required.

The capital costs must, I suppose be regarded as
irretrievable. I draw attention to these points so that
such conspicuous omissions can be avoided in future.

Running Costs

The original investment appraisal also made no mention
of running costs. The pressure from the Foreign Office and
the Ministry of Defence about the overriding need to have
a Conference Centre for the 1986 Summit simply overrode what
should have been standard investment appraisal procedures.
No matter how sophisticated our systems of appraisal, their
effectiveness depends on our will to use them. When assertions
are repeatedly employed in collective discussions, in this
case for example that a Centre was essential for wider policy
reasons, it will always be difficult, to say the least, to

CONFIDENTIAL




CONFIDENTIAL

avoid the argument degenerating into one about the immediate
capital cost and who should bear it. The Conference Centre
illustrates the result.

I understand the running costs of the Centre will be
about £4.0 million. Income is 1likely to amount to £0.3 -
£1.5 million (no market research into 1likely private demand
was conducted in 1980.) There will therefore be a net annual
loss of at 1least £2.5 million and perhaps £3.7 million
indefinitely.

I think we are bound to reconsider the Centre's future.
Perhaps we can sell it. I have asked my officials to consider
the possibilities.

In the meantime we must decide who is going to meet
these costs. It would be wrong to allow this as a charge
on the Reserve. In my opinion, those departments (Defence
and Foreign Office) who argued the overriding policy need
for a Centre should meet the difference between its running
costs and commercial income. I should be grateful for
colleagues agreement to that course.

I am copying this letter to the Prime Minister, members
of the Cabinet and to Sir Robert Armstrong.

%U_Cg‘ Sl

GN‘PETER REES

CONFIDENTIAL




*2 MARSHAM STREET
LONDON SWIP 3EB

01-212 3434

My ref:

Your ref:

29 April 1985

Deow At

RICHMOND TERRACE

You asked for a note on progress with the restoration of Richmond
Terrace, which the Prime Minister approved in August 1982.

As well as restoring the Terrace to one room depth, the Department is
putting up a new building behind and connected to the terrace; and
refurbishing the Whitehall/Parliament ‘Street bulldlngs from the
Terrace to Derby Gate. Attached is a photograph of the architect's
model and plan of the site. R T

To get the development underway quickly and to achieve early
completion, the work was phased. Construction has been going on
continuously since October 1982, when stabilising the facade of the
Terrace began. The foundations and basements for the new building in
the area behind the Terrace which was free of occupants were completed
in February 1984; and work on the main contract for the rest of the
development started in October 1983. The PSA is employing Taylor
Woodrow as the Management Contractor for the main development.

The job has not been without its difficulties. Some design changes
were needed in order to preserve more and make better use of the
Parliament Street frontage. It took time to move out some of the
occupants of the site, many of whom were associated with Parliament.
Restrictions had to be placed on work near the Norman Shaw North
building, to reduce the noise and inconvenience to members and their
staff. The foundations of a Victorian Opera House formerly on the site
had to be excavated. Nevertheless, despite the outward appearance of
the site, significant progress is being made.

The stone and brickwork of the Terrace facade have been cleaned and
new stonework is being fitted. The contractor will start removing the
protective polythene in early Autumn from the end of the Terrace
facing Whitehall. When the polythené has been removed from the rest of
the Terrace, work on the interior will commence. Similar restoration
work is in hand in the Whitehall/Parliam@ﬁfﬁEtreet buildings, where
the protective polythene will be removed early next year. T<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>