Summary of the appraisal of the Directors’ proposals for a New Club Office scheme for the MG Car Club
This summary of the key areas of concern and conclusions from a detailed review of the Directors’ proposals for a New Club Office scheme is based on independent professional advice on the proposals, the construction costs and the Club’s financial projections. 

The Board of the MG Car Club has recommended to Club members that the present Kimber House be demolished and the site redeveloped with a new Club Office at an overall cost approaching £1million. The Directors’ proposals are set out in their Report dated 23rd August 2005 issued to Council members. Copies are available from the Club’s website at www.mgcc.co.uk where you can download copies of the Directors’ Report and the supporting appendices.  A summary of their case is provided in the September 2005 issue of Safety Fast! We have examined the detailed case to assess whether it is appropriate for the Club at this time, whether it is affordable, and whether the Club can raise the necessary funding and finance to ensure the total project costs can be fully covered. 

Main conclusions

Our conclusion is that the case has not been satisfactorily made, indeed that:

· Inadequate research has been conducted into the future needs of the Club.

· Proposed rebuild is the most expensive, and hence the most risky, of the many alternatives available, which should have been more fully explored. Nearly 30% of the contractor’s price is subject to provisional sums and allowances so there remains uncertainty over the final cost until that work, mainly the mechanical and electrical content, is firmed up and settled. There is also uncertainty over the cost overruns risks with the Directors’ proposal.
· Proposal is not affordable and is likely to exhaust all of the Club’s finances in 2009 and heavily constrain alternative future investment. At worst, it could cause to Club to become insolvent.

Financial situation today

The Club appears to be in good health. It has cash reserves in excess of £450,000, has made surpluses in each of the preceding eight years and its income is growing. It is doubtless this situation which has encouraged the Board to consider ways of improving its accommodation and providing long-term suitable premises. However, there are some danger signs:

· Staff numbers have been static for a few years and will no longer meet with all the demands to be made upon them.

· Event income has been rising rapidly, but associated costs have been rising even faster, so that the surplus from this source has been static.

· Over the last two years, the Club has enjoyed high income from its organisation of motorsport for MG Sports & Racing, but this has been heavily derived from support from MG Rover, which has recently ceased.

· Annual Club subscription income is inadequate to cover the fixed costs of the club plus the losses on the magazine. 

· Membership has been gradually declining, and this can be expected to accelerate with the demise of MG Rover and the loss of volume MG car production.

Financial situation in the future

The Board have forecast that the Club will continue to make surpluses in the future, albeit gradually falling. However, their forecast depends on a number of key assumptions, which are open to judgement. Further analysis has shown that their assumptions might well be optimistic and it is likely that surpluses will decline faster than predicted unless remedial action is taken. It is well within the bounds of credibility that the Club could be in loss within 5 years. If the substantial financial burden of rebuilding Kimber House to the proposed design is added to this situation, the Club will at best exhaust all of its available funds and at worst will become unable to service the further debt necessary to fund the project and would face insolvency.

The detailed investigation that comes to these conclusions is provided in the detailed Appraisal Report and appendices. Members are urged to read it. The New Club Office building does nothing itself to provide the Club with any protection against this situation. It does not help secure future income or reduce future costs and provides only the opportunity to earn rental income, itself at the expense of giving up part of the newly acquired space.

The Club’s future space needs

The Board’s proposals provide only headline future space requirements, mainly confined to resolving the problems of the existing premises and staying within Abingdon. No analysis is given of future staff numbers, or of other space needs such as archives. More attention is given to car parking requirements than to long-term office accommodation. Worse, the brief given to the architects preparing the New Kimber House design appears to give no budget either for the area required or the funds available. The final design includes provision for facilities not included in the original brief (eg display areas) but not for facilities that the membership might have expected to be included (eg archives/storage and a suitable sized meeting room). 

In short, the project has not been preceded by:

· Strategic analysis of the future direction of the Club in terms of a clear focus on key strategic aims and likely or desired changes from the present situation.
· List of priorities for investment in facilities or improved member services that would result from such an analysis.
· Schedule of the projected numbers of staff members to be housed, storage needs, meeting facilities and other space requirements, and a calculation of the total minimum space required as a result – in effect addressing the basic question “what do we need?”

· Assessment of the size and specification of Club premises to meet the needs identified by such an analysis and an options appraisal of all available alternative Club Office accommodation schemes.
· Financial assessment of the Club that would establish what funds could be available for improvements to the existing Kimber House or other alternative Club Office accommodation schemes after making cautious projections of future net operating surpluses and cashflow, and what would be affordable with other likely calls on Club finances.
· No initial project appraisal and fundamental affordability test appears to have been done and no details have been released.

It may be that the Board have in fact conducted this research. If so, they have provided no evidence of it in their Directors’ Report or in the appendices.

Alternatives

The Board have considered and rejected alternative ways of resolving the present inadequacies of Kimber House that were proposed by three Registers and a Centre in February 2005. These alternatives have been recosted by the Board to correct what they feel are underestimates. Despite these corrections, the alternatives remain substantially less costly than the New Club Office scheme they have proposed. There is no evidence that the Board members have considered any alternative designs to the one they now propose, or that they briefed their architects to do so. It may well be that had they done so, or had they given the same time and resource to considering the alternatives proposed to them as they gave to their favoured proposal, that a less expensive alternative scheme could have resulted. Had the design they now propose for a new Kimber House been within the Club’s means, this might have been understandable, but they have known for many months that their proposed design would involve large borrowings and donations as well as exhausting existing Club cash reserves. So members of Centres and Registers should note that the whole of their funds and assets are at risk at any time until all project related debt is repaid should Main Club suffer financial difficulties. This might have been expected to encourage the examination of less expensive options.

Detailed Analysis

A report on the detailed examination and assessment of the Directors’ New Club Office proposals is set out in the Appraisal Report. Copies of that report are available from an independent website at www.newcluboffice.net together with supporting detailed appendices which, whilst part of the Report are not attached, are available on the website.

Conclusion

The authors of this report urge the Council Voting Members to reject the Board’s proposals at the Council meeting due to be held on the 15th October 2005. It is their view that no further time or money should be expended on the Kimber House Project until there has been a:

· Full strategic analysis of the future of the MG Car Club producing a credible business plan.

· Schedule prepared of priorities for future investment, for example, into the Club website, or into archiving, or into providing a modest MG museum of the automobilia owned by the Club, and other worthy areas of improved services for Club members. Such a list should be compiled with the full participation of the membership through open consultation.

· Cautious budget prepared, that does not risk bringing the Club into insolvency, or of shedding necessary resource, or of preventing other needed investment, or requiring donations from members or third parties, or requiring Centres, Registers or Branches to underwrite the scheme with their cash reserves they have each earned from various activities unrelated to Main Club.

· Full re-examination of all available Club Office options that fit these requirements.

Such an investigation would, we believe, be best conducted by a working party to be set up by Council. That working party should represent all parts of the Club, including the Board, and should consult widely within the Club and invite members’ views of all types including critical comment so there can be a thoroughly open and participative consideration of the way forward for developing the Club and member services and providing suitable office accommodation for the Club and its administrative team.
This summary is from an Appraisal Report prepared by a group of Club members including Victor Smith, John Dutton, Alan Paine and Ron Gammons. They have had independent professional support and advice from Cyril Sweet (quantity surveyors) and Michael Cole (chartered accountant) and the active support of several Club members. The wider group of members have supported the work of this group and are in broad agreement with the analysis and conclusions within this summary.
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Directors’ New Club Office scheme for the existing Kimber House site in Cemetery Road at Abingdon. (Source: Safety Fast! September 2005 issue)
