Freedom of Information Act 2000 – New Walk offices
Your request for information has now been considered. The Council holds the information requested.
You asked for:
1) Claw back/ super profit clause

Was there a claw back or superprofit clause as part of this deal?  I understand such a clause or overage proposals and percentages is a standard inclusion in such deals?
Answer: Yes there was an overage clause
2) If there was no claw back or super profit clause, why not?

There was an overage clause

3) If there was, I would like to see the clause and the amounts agreed?

The overage clause is confidential to the scheme, however the developer has now approved release of this information retained within the development agreement. Please see attached.

4) Were the deferred capital receipts of the site, valued at £2m, ever realised? If not, why not, and who gave the go ahead for the reduced price, if, as I fear, this might have been agreed?

The paperwork says “However, the latest current estimate of potential receipts from the sale of a cleared site is around £2m. Therefore it is proposed that the scheme is funded through the existing provision of £3m and deferred capital receipts of £2m. “

No, a fully compliant European procurement tender process was undertaken to obtain the best price for the site to be redeveloped for commercial office and residential purposes. Estimated prices weren’t realised as the site was valued by the tendering parties through their tender process. 

Decision notices are signed by the City Mayor.  The decision to include an overage clause in the Development Agreement and the signatory for the development agreement was made at the time by the Strategic Director for City Development and Neighbourhoods, Frank Jordan under his delegated authority. The best consideration for the site was taken. 

5) Under freedom of information, I would like to see any discussions between officers and elected officials about the deferred capital receipts changing from the predicted £2million, to the eventual realised sum of £24k?

There are no discussions recorded about any change from any predicted capital receipts and the eventual sum agreed for the land through the competitive dialogue procurement process.  Therefore this letter acts as a refusal notice under section 17.1 of the Freedom of Information Act 2000 because, in accordance with section 1.1 of the Act, this information is not held by Leicester City Council.

6) What capital receipts were eventually realised, and if there was a shortfall, where were these funds made up from?

“Although the report is mainly concerned with the procurement aspects of the project, in respect of any proposed future disposal of property, the Council will be under a legal obligation under s.123 of the Local Government Act 1972 to obtain best consideration in the disposal of land and property, and to proceed in accordance with its adopted Property Disposal Framework. The Council is further required to ensure that its fiduciary duty to its taxpayers is discharged in respect of the disposal of assets. “
Capital receipts are not allocated on a scheme by scheme basis but form part of the totality of funding available to support the capital programme. The cost of this scheme was funded by the capital programme.

7) Was the legal obligation under s123 met, and please may I see the officers correspondence on this, and legal advice on this disposal of assets

The best price reasonably obtainable was met.  This wasn’t a straight sale of land based on a land value, this was a deferred disposal of land based on a fully compliant European procurement process to obtain actual prices from the open market and ultimately three short-listed developers. This process outlined what each developer would actually be prepared to pay for the site (cleared and ready to be redeveloped) based on developing the site out to meet the Council’s economic regeneration objectives. The Council selected their preferred development partner for the scheme on the basis of the evaluation criteria as set out in the invitation to tender.

8) Who decided that mothballing the site for six months was not a viable option?

It was never anticipated that the site should be left derelict and open to antisocial behaviour (like many other complex city centre brownfield sites across the UK), the intention was always to commit to regenerate the site for commercial office and residential purposes as soon as possible, to stimulate the local economy. 

“However, the acceleration of the demolition programme (to be undertaken during the development partner procurement exercise) will bring forward the timescales for redevelopment of the site and avoid the mothballing of the building for at least 6 months. Doing nothing during this time would undoubtedly incur revenue expenditure in both on-going site security and maintenance. The estimated cost of demolition is now estimated to be in the region of £3.5 million and £4.2 million. “ 

9) Why did the council decide to bear all of the demolition costs?

The Council had external independent advisors (including but not limited to Ernst & Young, Anthony Collins, Arups, EC Harris, Lambert Smith Hampton) who recommended the course of action and advised regarding the viability of securing a development partner with the liability of the structurally unsound building still remaining. By demolishing the buildings and preparing the site for redevelopment, the council de-risked the scheme and ultimately made a regeneration scheme possible from a developer’s perspective.

10) Why did the council deviate from the standard practice of giving any risk to the new owners?
The Council didn’t. The developer retained the risk of developing a circa £30m scheme, financing it and finding occupiers to fill it. Under the development agreement, the Council held the land until the developer had built out what they had promised in the development agreement. 

You may re-use the information under an Open Government Licence.
If you are dissatisfied with the handling of your request please write to: 
Information Governance & Risk Team

Leicester City Council

Legal Services

4th Floor, City Hall 
115 Charles Street

Leicester LE1 1FZ
e-mail: info.requests@leicester.gov.uk 


