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1.1

1.2

Executive Summary

Project Background & Context

Situated off the Argyll mainland and with a population of 2,792 the island communities of Mull
& lona are suffering from a wide range of problems associated with their remote, rural location
which has resulted in high levels of deprivation (in particular with regards to access to
services) and inequalities in standards of living.

Managed by a board of 12 volunteers from across the islands, The Mull and lona Community
Trust responds to community needs, tackling the disadvantages of rural isolation by providing
capacity building for local volunteers, developing projects, applying for funds and creating
sustainable employment on the islands.

In 2004 the Trust purchased two sites at Craignure on Mull on behalf of the community.
Following the appointment of a dedicated Project Officer this study was then undertaken in
order to assess all the potential options for developing the community assets into a community
business resource centre, providing new and accessible workspace and resources for the
islands’ communities.

Feasibility Study Aims

Specifically the study was undertaken with the following aims:
1. Further engage the local community, increasing participation in the development of the

1.3

1.4

community assets. 2) Increase the Trust’'s knowledge of the local community and business
needs, backed up by empirical data. 3) Gain a better understanding of the facilities and
services currently available. 4) Understand the experiences and lessons learned of other
similar projects in Scotland 5) Understand all the options available for the development and
how these can meet the needs identified. 6) Define costs, funding sources, type and extent of
works and environmental impact of the preferred option. The results of the study will be used
to inform the decision making process for the future phases of the project and form the basis
for a business plan, design brief and future funding applications for the development.

Market Research & Community Engagement

A number of engagement and survey methods were used (see section 4.1 Community
Engagement & PR for further details) with The Trust receiving just over 150 responses to the
paper-based questionnaires in addition to the data received following telephone interviews
with another 80 businesses and community groups.

The market research results showed the greatest need is for office and training space and
facilities and provision for treatment/therapy rooms for hire on a flexible basis (hourly and daily
rentals). The services and facilities most needed are internet access, photocopier and
telephone access. Seven ‘anchor’ tenants have been identified as a result of the work- four
local businesses and three island-based charities have requested workspace in the new
development.

Recommended Option

In addition to the market research activities a study to investigate the options available for
developing the sites was undertaken and included the scope for use of renewable energy
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1.5

1.6

technologies (see sections 8 Development Options & 9 Renewable Energy Production Options
for more details).

Following the completion of both pieces of work the recommendation is to develop a new
building on the vacant plot adjacent to the Royal Mail garage site to provide offices, a
treatment room, an interview/’break out’ room, training facilities and a new retail space for the
charity shop all for rent on a flexible basis (hourly/daily lets).

Due to limitations with both the site and the likely energy demands the resulting constraints
mean there are very few options for renewable technologies. It is recommended that
renewable energy technologies are not pursued further at this stage but to aim to maximise
the use of sustainable materials for the building works, the thermal properties of the building
and choose a ‘green’ electricity supply (electricity generated solely from renewable sources).

Costs & Income Generation Potential for Recomme  nded
Option

Projected Project Costs (excluding VAT): £790, 000 +/-20%. See section 10.7.1.2 Option 4-
Cost/Income Estimates for the breakdown and assumptions.

Projected Income from Centre Rentals: £27,900 per annum. See section 10.7.1.2 Option 4-
Cost/Income Estimates for the breakdown and assumptions.

Projected Centre Operational Costs: £27,577 per annum. See section 10.7.1.2 Option 4-
Cost/Income Estimates for the breakdown and assumptions.

Risks

Below are details of the key risks associated with the project (highest important risks listed here only.
See section 10.9 Risk Assessment for details of other risks)

1.7

Risk description : Funding for the dedicated Project Officer’s post will run out before the
project is completed. Without this resource the Trust does not have the capacity to
successfully complete the project. Mitigation steps : Further fundraising should be
undertaken as part of the overall funding plan for the building works. Several potential funding
options identified.

Risk description : Lack of skilled resources and/or issues with the statutory approvals leads to
delays which in turn lead to cost increases. Risk that funding could run out before the project
is completed. Mitigation steps : Early engagement with resources to communicate project
timescales and understand their work schedules. Complete tender process as quickly as
possible and ensure adequate contingencies (to deal with any price increases following
delays) are included in the budget.

Timescales

A projected timeline for the project (assuming no significant delays are experienced) might be as

follows:

Aug- Sept 07: completion of drawings and specification for detailed planning application.
Aug- Dec 07: business case and funding applications completed with approval in principle by
the Big Lottery Fund by the end of 2007.

Winter 08-Spring 08: approval of detailed planning and building regulations permissions
obtained; final funding package in place; tendering process with contractors completed.

Page 5 of 55



Late Spring/early Summer 08- early Summer 09:  construction completed; marketing
underway; operational procedures and initial letting agreements in place, staff recruited and
trained.

1.8 Feasibility Study Funding

The Trust is very grateful to the following organisations for funding this study (see appendix 11.11 for
further details):

Scottish Community Foundation (SCF)

Big Lottery Fund, Investing In Ideas

Lankelly Chase Foundation

Highland and Islands Community Energy Company (HICEC)

Development Trust Association Scotland (DTAS)

2  Feasibility Study Introduction

2.1 Introduction

This study was undertaken by the Mull and lona Community Trust to assess the potential opportunities
for the communities of Mull and lona for developing the assets owned by the Community Trust at
Craignure on Mull.

It addresses the needs, aspirations, opinions and ideas of the communities of Mull and lona and based
on this feedback outlines the options available for developing the sites (including energy supply)
outlining design and site considerations; costs (build and running costs); potential income levels;
community benefits; risks; constraints and funding implications.

It is intended that the recommendations contained in this report will be presented to the project
Steering Group, Community Trust Board and the wider local community and will inform the decision
making process for future phases of the project. In addition it will be used to prepare applications for
capital funds and form the basis of the business plan for the project.

The first part of the report provides a background and context to the study with a focus on the
outcomes the study is aiming to achieve. The second section covers the market research, community
engagement methods used and results of the community consultation and fact finding visits. The third
and forth sections outline the development options available for the sites (providing an appraisal of the
sites and building) and the final section states the major conclusions and recommendations for
progressing the project.

2.2 Feasibility Study Outcomes

The aims of the study were to:

Further engage the local community, increasing participation in the development of this community
asset and providing more opportunities for a range of people to come together.

Increase knowledge of the local community and business needs, backed up by empirical data.
Better understand the facilities and services currently available - including types of services, location,
prices, user profiles and usage levels.

Understand the experiences and lessons learned of other similar projects in Scotland and how they
can be applied to our project to help increase the likelihood of successfully achieving our objectives.

Page 6 of 55



Clearly understand the options available for the development and how these can meet the needs
identified.

Define costs, funding sources, type and extent of works and environmental impact of the preferred
option in order to develop the project design brief and business case.

2.3 Feasibility Study Management & Reporting

The planning, funding and other day to day activities and resources were managed by a dedicated,
locally-based project officer under the direction and decision making guidance of a project steering
group. Other local people were employed to undertake elements of the work, including research and
research analysis and a professional design team was engaged in order to complete the technical site,
development options appraisal and energy study. A marketing consultancy company also provided
advice (free of charge) in the form of a review of the questionnaire and survey design.

The Steering Group met on average once a month with additional meetings and e-mail/telephone
correspondence to discuss specific areas of the work (for example the energy study). Monthly
updates were also provided at the Community Trust’'s Board meetings.

3  Project Context & Background

3.1 The Islands of Mull and lona

Mull and lona are islands off the coast of the Argyll mainland, situated within the Argyll and Bute Local
Authority area. Mull is one of the largest islands in the British Isles with an area of 91,122ha. lona is
smaller (855ha), and lies to the south-west of Mull.

Mull is served by three ferry routes, operated by Caledonian MacBrayne (Calmac). The main route is
a 45 minute crossing from Oban on the mainland to Craignure. The other routes are Lochaline
(Morvern) to Fishnish, and Kilchoan (Ardnamurchan) to Tobermory. lona is reached by a short
crossing from Fionnphort on Mull.

The population of Mull is 2667, based on the 2001 census. There has been a gradual increase in
population over recent decades - from 2,210 some 30 years ago. The population of lona is
approximately 125. The overall trend on the islands is now towards a declining population along with
the rest of Argyll and Bute. Despite a net immigration this is not enough to counter the higher death
rate and low birth rate that characterise the ageing population.

3.2 The Key Problems Experienced by the Islands’ Co  mmunities

A number of community-wide consultations and studies have provided details of the wide-ranging
problems associated with the remote rural communities of Mull and lona. These highlight several
significant economic and social restrictions which include:
Low wage and seasonal employment and a high dependency on tourism-based activities,
compounded by declining employment opportunities in the ‘traditional’ primary industries such
as fishing and farming.
Lack of quality services and facilities to help local people to develop their skills and reach their
potential.
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Few quality services and facilities to support local voluntary groups.

Lack of accessible social, health and information services and facilities located within the local
community.

Lack of access to professional services such as banks, solicitors, accountants etc.

These issues have resulted in significant levels of deprivation on the islands and ultimately the
outward migration of the islands’ young people and the emergence of inequalities in standards of living
and quality of life across the community.

Outlined below is a summary of the key findings from these studies which provide evidence of the
need for new services and facilities to help address the issues our islands are facing.

3.2.1 Local Context

The islands’ economy has historically been based on the primary industries of fishing, farming and
forestry. These industries have faced difficult times in recent years due to the rapid development of
the global economy, the rising cost of fuel and transport, the impacts of climate change, and increasing
regulation. The economy here is now much more diverse — significant numbers are employed in the
public sector and in the construction industry for example. In particular, tourism is now a major
industry - an increasing dependence on revenue from seasonal tourism has been evident in recent
years. The increasing popularity of Mull and lona as tourist destinations have offset negative factors
to some extent, but the economy remains fragile and the islands continue to face considerable
challenges in transportation, education and access. The cost of transporting materials on ferry routes
from the mainland increases production costs, and the cost of living is relatively high as a result. Itis
recognised that if these rural economies are to prosper then they must be able to develop and attract
new economic activities.

3.2.2 Extent of Deprivation & Social Exclusion on Mull and lona
Recent researchl based on the Scottish Index of Multiple Deprivation (SIMD)2 has shown the scale
and extent of disadvantage for individuals and groups living in Argyll and Bute. This work considers
the following factors:

income

employment

health

education

skills and training

geographical access to services

Deprivation and social exclusion are concepts which focus on the ability or otherwise of individuals to
play a full part in the life of their community or society. Deprivation tends to be associated with a
narrower emphasis on living standards and the financial or material resources which play a significant
part in determining these. Social exclusion is associated with a broader focus which emphasises the
importance of social, cultural and political aspects of life.

| "H#H#H$
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The study suggests that Argyll and Bute is ranked the 15th most deprived local authority in Scotland
(out of 32 local authority areas) when all factors are taken into account3.The study also breaks down
the whole local authority area into wards and gives an indication of comparative deprivation within
Argyll and Bute. Many interlinked factors contribute to deprivation and social exclusion, and young
people face particular problems as unemployment, housing, lack of training and transport all act as
obstacles to independence and social inclusion. Older people are often heavily dependent on public
transport, health services and benefit systems and failures in these can lead to social exclusion and
adverse impacts on their quality of life. These are exacerbated by the isolation of living in remote
areas.

3.2.3 Geographical Access to Services

Mull, in particular the Ross of Mull, and lona suffer from geographical isolation. There are very high
levels of access deprivation, as might be expected of remote rural areas — Argyll and Bute has the
second highest access deprivation in Scotland with the Mull Ward suffering the third highest level of
access deprivation in the whole of Argyll & Bute and therefore one of the highest in Scotland#. This
access deprivation compounds rural poverty and there is insufficient attention paid to this in terms of
resource allocation because of the relatively high overall SIMD weighting. Deprivation caused by
difficulties involved in accessing services can be very limiting to individuals and certain groups in
society. People are required to travel longer distances to access services than in other parts of
Scotland and there is great reliance on car use. Indeed, residents in rural Scotland are likely to spend
over £100 per month on fuel for their cars®. The condition of roads on Mull is currently well below the
Scaottish average and this exacerbates the problem. Further, the trend towards an ageing population
places increasing demands on the public transport system.

As well as individuals in Argyll and Bute, businesses have much less access to broadband internet
services compared to the rest of Scotland (22% of businesses in Argyll and Bute have broadband
access compared to 44% nationally)6 which has proved to be a limiting factor in the growth of
business and start up of new e-commerce businesses.

3.2.4 Employment & Income

The SIMD study indicates that Argyll and Bute is ranked the 18th out of 32 most deprived authority in
terms of income levels, with 13% of the population being income deprived. The area has high levels of
low paid and seasonal employment due to its dependence on tourism and the primary sectors. The
seasonality of the job market has a significant effect in the tourist areas. It governs the nature of the
employment cycle on Mull and lona where the heavy dependency on tourism -more than 6% of the
hotel and restaurant sector in Argyll and Bute is concentrated in Mull”> results in a multitude of part
time jobs in the summer. In the winter, hotels and restaurants are mostly empty whilst fishing boats
are idle for long periods leading to unemployment for some and underemployment for many. This
pattern of economic activity tends to trap people in poverty through seasonal employment which is low

! + “HHS, "t
$ ! + "HHS, "t
/0 ! ( # #
1 % (2 ., C## 3 %
"t 1,-$
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paid and often unskilled. This reinforces previous indications that rural deprivation has a lower profile
than in urban areas because this pattern of employment can hide poverty and again is not sufficiently
acknowledged in the SIMD.

The majority of the working population on the islands is employed either by small-to -medium sized
businesses or are self-employed. This is a trend which is repeated across the region with over two
thirds of those in employment (68.7%) working for firms with 49 or fewer employees. The rate of new
business start up is also significantly higher per 1,000 population in the region compared to the rest of
Scotland. 5.5 start-ups per 1,000 popultation compared to 4.2 for the whole of Scotland8. Numbers
are higher in remote, rural areas than elsewhere suggesting an entrepreneurial climate, which will
benefit from the support of an islands-based business centre.

Productivity in the region is likely to be lower than in Scotland as a result of lower output values. Gross
Value Added (GVA) is a measure of the income generated by a sector from the production of goods
and services after the deduction of input costs incurred in the production process and provides an
indication of productivity. Due to the dominance of activities involving relatively low value outputs
(tourism and associated varied outputs due to seasonality) productivity is likely to be lower. An
increase in economic diversity with growth in the higher value sectors will help improve productivity in
the area¥.

3.2.5 Education & Training

There are notably low levels of education deprivation for children of school age in Argyll and Bute
suggesting that the education system works well for children of school age throughout the authority
area. However, the lack of education or training opportunities for school leavers on the islands creates
a two tier system. Well qualified youngsters tend to leave to enter higher education on the mainland,
while the less well qualified remain, often joining the local unskilled workforce or becoming
unemployed. Patterns of school leaver destinations (work, training, unemployment, full-time further
education, full-time higher education) is likely to be affected by the availability of educational,
employment and training opportunities in a location. Access to positive opportunities can influence
whether or not young people stay in their local area and therefore greater investment in efforts to
ensure the provision of training opportunities of young adults could have significant long term benefits
for the islands.

3.3 The Mull & lona Community Trust

The Community Trust serves the populations of Mull, lona, Ulva and Gometra. As there is no Council
for Voluntary Services for the area, the Community Trust performs this function and liaises with over
80 voluntary groups, from village halls, lunch clubs and youth groups to community companies and co-
operatives.

Managed by a board of 12 volunteers from across the islands, the Community Trust responds to
community needs, tackling the disadvantages of rural isolation by providing capacity building for local
volunteers, developing projects, applying for funds and creating sustainable employment on the
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islands. Since the Trust was set up the communities of Mull & lona have developed a range of
different services which reflects the thousands of voluntary hours which residents have committed to
making life better on the islands. The Mull & lona Community Trust has helped unlock support for
community projects which has helped create or sustain 14 jobs on the island in addition to the 12 local
people who are employed directly by the Trust.

While the Mull and lona Community Trust works primarily with the islands’ community groups the Trust
also have a strong track record of working with statutory organisations where necessary, such as
Argyll & Bute Council, Scottish Natural Heritage and the Highlands and Islands Enterprise Network.
We have helped develop several community businesses, project managed lottery-funded initiatives
and have been commissioned to carry out local consultations.

3.4 Project Background and Objectives

Lead by the core objective of community regeneration to improve the quality of life for residents of the
island communities the Community Trust secured a grant from the Scottish Land Fund to purchase a
former Royal Mail workshop (currently operates as as charity shop) and a vacant neighbouring plot at
a prime location (next to the main ferry terminal and car park and in a central location in the islands’
transport network).

The sites are currently used by the Trust to operate its waste reduction project, MESS (Mull and lona
Environmentally Sensitive Solutions). The building is currently used as retail space for a charity shop
with the rest of the site used for materials storage in a portacabin and large shed. Work is also
underway to re-locate the MESS recycling processing plant to the vacant neighbouring plot and the
Trust will be using one of the sites as security against a loan for the charity.

The Trust plans to develop the sites into a multi-functional Community Business Resource Centre
providing sustainable, good-quality, local community-based services and facilities in order to meet the
needs of the local community and ultimately help address the issues associated with remote, rural
communities.

The following is a summary of the main benefits to the local community and businesses of Mull and
lona which the project aims to deliver:
The provision of increased employment opportunities (paid and voluntary) for adults and
young people with special needs and disabilities and other local people via the charity’s
recycling project, MESS.
Improved access to the Community Trust (which provides a Council for Voluntary Services
role for Mull and lona) and The Argyll and Bute Volunteer Centre: the current listed
accommodation used by these groups in the far north of the island is inadequate, overcrowded
and not easily accessible to people living in other areas of the islands and is not compliant
with the Disability Discrimination Act.
The provision of a counselling and complimentary therapies room at the centre.
Hosting meetings and encouraging businesses from the mainland and residents from other
parts of the island to utilise the centre there will be secondary spend in the local stores,
restaurants and for accommodation providers. The centre will therefore increase the economic
activity in the area.
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The centre will support Argyll and Bute Council, Argyll College and Argyll and the Islands
Enterprise strategies for training and employment by increasing on-island training
opportunities and enhancing the local skills-base.

Voluntary and other community groups and individuals will have better access to services
through the provision of an efficient and accessible resource library.

Small, locally based businesses will have access to high quality accommodation for rent with
up-to-date communications technology and training room facilities.

All community members will benefit by having greater access to professional advice and
services from the public and private sectors. Less time and money will be spent travelling to
the mainland enabling professionals to spend a day on Mull in a meeting room, hosting client
surgeries rather than having to travel all over the island.

A proportion of the increased income generated from rentals along with surpluses from our on-
site charity shop “Island Castaways” will be distributed to other voluntary organisations and will
help establish new social enterprise activities on the islands.

A centrally located ‘*hub’ providing training and development resources; business resources and
services; advice and information for community groups is part of The Community Trust’s response to
improving access provision and reducing deprivation.

4  Market Research & Community Engagement Methods

A market research, engagement and communications plan was drawn up to help the project team
understand the marketing and communication objectives. In particular who they should communicate
with and how best to engage with the groups and individuals to understand their needs.

A key part of the process was a stakeholder identification and mapping exercise. A range of exercises
took place including a brain storming session and the use of all available sources of information
(including previous market research work and new research using the Trust's contacts, local and area
phone books/yellow pages etc.) to identify all the major project stakeholders.

This exercise also allowed the team to identify potential clients for the centre; individuals and/or groups
who would support the development and act as ‘champions’ to further promote the centre and those
who may wish to join the project’s steering group. The next step was then to think about why and how
best to engage with the stakeholders identified.

It was agreed that a wide-ranging research and engagement approach should be undertaken in order
to reach as many of the stakeholders as possible and should be broadly split into two areas; 1)
detailed survey and questionnaire work and 2) wider community engagement and PR. In a humber of
cases there was overlap between the two approaches as engagement events often provided an
opportunity to gain detailed survey data as well as serve to raise the profile of the project and enthuse
the local community.

4.1 Community Engagement & PR

4.1.1 Steering Group membership

A project Steering Group made up of people from the local community was set up in order to provide
direction for the project development and as form the decision making body. All members provide
their time and expertise on a voluntary basis with the core membership of the group being a sub-set of

Page 12 of 55



the Trust's Board of Directors. As part of the engagement process it was agreed that in order to ensure
wider community involvement within the local community other groups and individual community
members should be encouraged to join. Members from the Community Council and the local Village
Hall Committee were engaged. The involvement of the local village hall was particularly important as
in the past concerns had been raised about possible conflicts of interest if the new centre was to
operate in direct competition with the village hall and therefore may take away some or all of the hall’'s
regular customers. The Steering Group is confident that with the input from the village hall committee
and the other local representatives the project can be designed in a way which minimises such
conflicts and meets the needs of the wider community.

4.1.2 Website www.MICTcentre.co.uk

In addition to the Community Trust's own website, dedicated web pages were set up providing a
platform to share up-to-date information about the project (including the project objectives, meeting
minutes, background and news). The key aim was to use the site as an interactive tool and for
individuals and groups to be able to feedback comments about their requirements which would
ultimately help shape the design and service provision in the centre. The questionnaires were
available for downloading from the site and a general comments/suggestions feedback form was also
made available alongside the full contact details of the project officer. Links to the pages were also
established from other community websites including the Trust’s own site and the Chamber of
Commerce site. See appendix 1 for further details.

4.1.3 On-site notice board

An information board was designed, built and erected adjacent to the
development sites. As a consequence of the central position of the
sites, next to the main ferry terminal and the Trust’s charity shop most
residents either pass or visit the shop on a frequent basis and therefore
the board provided a useful way of publicising and promoting the project
and engaging with local people. Information about how to get involved

in the research and contact details were provided. Draft sketches of a
possible design outline were also posted on the notice board. In the longer-term the Trust aims to use
the board to provide regular updates about the project. See appendix 2 for more photographs.

4.1.4 Scaled-model of possible design

Using recycled materials the Steering Group constructed a
model of the centre based on a possible design supplied by the
architect. This was then used at the various engagement
events to provide an idea of what a future building could look
like and what sorts of facilities could be available. The internal and external ‘walls’ were constructed in
such a way as to allow them to be removed and repositioned. People were encouraged to re-design
the building by moving around the ‘walls’. This prompted useful group discussions around usage and
service provision.

4.1.5 Engagement & communications events

During the planning stages the Steering Group felt the use of one-off,
stand-alone public meetings and workshops was not the best way to
engage the wider population about such a project as previous attempts to
use these methods had resulted in low participation rates. It was felt a
better approach would be to ‘piggy-back’ onto other public events and hold

meetings with specific community groups.
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As a result the following engagement and communications events and meetings were held across the
community:
Presentations using the draft design sketches, information on a display board and the scale
model was given to the following groups:
0  Mull Community Council (community elected volunteers) meetings;
0 The Trust's Annual General Meeting (attended by 50 Trust members).
The project hired stands with the Project Officer in attendance, at the islands’ two agricultural
shows and placed adverts in the show catalogues again providing information about the
project and an opportunity to engage with members of the community. Total attendance at
both shows was approximately 2,000 people (both locals and visitors).
An on-site open day event was held in conjunction with a furniture auction (run by the charity
shop) and attended by over 150 local people. The event was advertised throughout the
islands by a series of posters in shops, on community notice boards and in the local press.
The model, design sketches and display boards were again used to attract the attention of
people and one of Mull's local councillors opened the event and

provided an overview of the project (highlighting his support). The
Project Officer was then on hand to speak to the people in
attendance.

4.1.6 Other PR activities

In addition to the meetings and open-day event four press releases and
adverts were circulated in ‘Am Muileach’, ‘Round & About’ and the ‘Oban
Times’ (copies of which can be found in appendix 3). With a combined total

readership by both local and mainland-based people of more than 8,000 QUEStiOﬂnari]r‘% winners receiving
these proved a very effective way of communicating and engaging with a large their prizes

number of key stakeholders including potential clients of the centre. E-mail
correspondence regarding the project and the market research study was circulated
to target groups including Holiday Mull (a local tourism group) and local members of
the Federation of Small Businesses. An item was also included with the Trust’s
quarterly newsletter, a circulation of 300 and a similar piece was included in the
Chamber of Commerce online newsletter and e-mail bulletin.

4.2 Detailed Questionnaires & Surveys

The primary market research involved compiling and distributing a questionnaire to

both potential users based on the mainland and to all members of the local communities on Mull and
lona. Three different questionnaire formats were used- the first one was used as a pilot and
subsequently refined. These were completed by local people. Following a review of the questionnaire
format and content by an independent marketing company, Rocket Science, a slightly different
guestionnaire design was then developed and used to capture data from the mainland-based
businesses10. Comprehensive, targeted telephone interviews with local businesses and community
groups (those based on Mull and lona) were also conducted. To make it easy for people to reply and
so that they would not incur any costs a freepost address was set up to receive all questionnaire
returns and a pre-printed envelope supplied with every questionnaire sent. An incentive to encourage
more people to fill in a questionnaire was also provided. This took the form of two prize draws, with
every completed questionnaire received by the set deadline being entered into one of the prize draws.
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4.2.1 Locally-based questionnaires and telephone surveys

4.2.1.1 Questionnaires

A first version of a questionnaire was produced and piloted at the agricultural shows. The Project
Officer ran a stand and conducted face-to-face interviews with local people using the questionnaire
format. Much useful data was captured although feedback from the interviewees suggested that the
guestionnaire should be shortened and simplified. As a result of this feedback the questionnaire
format was refined and the number of questions reduced. See appendix 4 for sample questionnaires.

Questionnaires were included in the mailings to the Mull Community Council, The Chamber of
Commerce, Federation of Small Businesses, Holiday Mull and the Trust's own newsletters (received
by over 150 people). They were also made available to download from the project’'s website
(www.MICTcentre.co.uk) and at the various communication events held (the agricultural shows, the
on-site open day, the Mull Community Council meetings and the Trust's AGM).

Questionnaires were placed (as adverts) in the local press (Round And About and Am Muileach) and
were also made available at the local producers’ market in Dervaig and on counter tops and desks at
key locations around the island- see table below for details.

Geographical Area Questionnaire Location

Tobermory - Mull Butchers Ltd

- Tackle & Books

- An Tobar Arts Centre
- Post Office

- Aros Hall

- Browns Hareware Store
- Tobermory Art Gallery
Salen - Post Office

- Local Grocery Store

- Petrol Station

- Salen Church

Craignure - Post Office and Stores
- Local Grocery Store
- Community Charity Shop
- Craignure Village Hall
Dervaig - Post Office and Stores

- Local Community Notice Board
- Dervaig Village Hall

Pennyghael - Local Hotel & Pub

- Post Office and Stores
Bunessan - Post Office and Stores

- Local Grocery Store

- Community Charity Shop
Fionnphort - Creich Community Hall

- Post Office and Stores
lona - Post Office and Stores

4.2.1.2 Targeted telephone surveys

As part of the stakeholder analysis work a database of potential users within the local community (both
businesses and voluntary groups) was compiled. These groups and businesses were then surveyed
directly by telephone. In some cases the group or business preferred not to adhere strictly to the
survey questions. In these cases their views and needs were noted and captured on the database.
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4.2.2 Mainland-based questionnaires
The Trust used two different approaches in order to identify and understand the needs of potential
users and promote the centre to businesses based on the mainland.

To accompany the news releases the questionnaire was placed (as an advert) in the regional press
(Oban Times). See appendix 5.

Analysis of the likely mainland-based users was undertaken and captured in the database. This data
was then reviewed and where necessary corrected before contact was made with the business
identified. Each business was contacted first by telephone in order to provide them with an overview
of the project and to establish whether or not they visit the islands on business and would be
interested in using the new centre and filling out a questionnaire. This also helped engage the
business more effectively (they had a background about the project before receiving the questionnaire)
and improved response rates. Those businesses who expressed an interest were then sent a covering
letter and copy of the questionnaire either by e-mail or post (72 sent in total). Follow-up telephone
calls and e-mails were then made in order to chase up responses.

To allow the Trust to target people who regularly visit the islands the Trust had hoped to make the
surveys available on ferry sailings between Craignure and Oban, unfortunately however the ferry
operator, CalMac Ferries refused permission.

5  Market Research Findings

5.1 Island- Based Research

5.1.1 Questionnaire Results

The Trust received 101 completed questionnaires from community groups, businesses and individual
residents of Mull and lona. It is worth noting that not all respondents answered all questions and
therefore, unless otherwise stated percentages refer to the total of responses to specific question and
not the total number of questionnaires returned.

Support for a Community Business Resource Centre for Mull & lona

Of the 99 people who responded to this question 90% of those expressed their support for the building
of a community business resource centre for the islands.

Usefulness of Facilities/Services to Support Islands’ Businesses & the Community

Participants were asked to indicate how useful they felt the facilities and services planned in the new
centre would be for supporting the islands’ businesses and the community. Not all people completed
this question as feedback suggested that the question was not clear and therefore with hindsight it
should have been simplified. However the following results were obtained- it should be noted that
these results have not been adjusted to account for those people who did not answer the
guestion :
46% felt that provision of quality space and resources for existing businesses would be either
very useful or useful for supporting the islands’ businesses and the community.
48% felt that the provision of more space and resources for community groups would be either
very useful or useful for supporting the islands’ businesses and the community.
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50% felt that the provision of dedicated, centrally located training facilities for the island would
be either very useful or useful for supporting the islands’ businesses and the community.

44% felt that the provision of shared spaces could help reduce overhead costs for businesses
and community groups would be either very useful or useful for supporting the islands’
businesses and the community.

44% felt that the stimulation of new enterprise through the provision of new multifunctional
services would be either very useful or useful for supporting the islands’ businesses and the
community.

44% felt that the provision of opportunities for paid and voluntary employment would be either
very useful or useful for supporting the islands’ businesses and the community.

32% felt that the provision of more retail space would be either very useful or useful for the
supporting islands businesses and the community.

47% felt that the provision of an example of how new buildings can be designed for maximum
energy efficiency would be either very useful or useful for supporting the islands’ businesses
and the community.

Interest in Using the Centre

Of the 76 people who responded 79% expressed an interest (answering ‘yes’ or ‘possibly’ to the
guestion ‘Are you interested in the possibility of using the new Community Business Resource
Centre?’

Types of Workspace Required

The results indicate that meeting rooms, training rooms, treatment rooms and workshop space are
needed most with retail and studio space also required (however fewer people in total require retalil
and studio space). A significant number of people also require space for deliveries, collections and
drop-off points. An island-based charity, Argyll and Bute Volunteer Centre wish to rent a permanent
office base at the new centre and three local therapists require regular daily and hourly lets. The
charity shop, ‘Island Castaways’ (operated by the MESS charity) confirmed their need for a new retail
base at the centre and the Trust itself confirmed their need for a central island base for operating the
charity and a new subsidiary organisation. Argyll College expressed an interest in hiring training
facilities on an occasional basis. Mull Hyperbaric Ltd (a local charity which operates a Hyperbaric
Chamber for hire by MS sufferers resident on the islands) had previously expressed an interest in
hiring space at the centre however during the course of the survey the charity ceased operations due
to a significant drop in demand for its services.

Types of Services/Facilities Required

The results indicate that internet access, telephone line provision, photocopying and food and drink
facilities are needed most with storage and resource library facilities also required (however fewer
people in total require these).

Types of Rental Arrangements Required

The results indicate that hourly and daily rental arrangements are needed most.

*A full breakdown of results is available on reques  t*
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5.1.2 Telephone Interview Results

The Trust found that some of the businesses and community groups interviewed over the telephone
preferred not to fill in a structured questionnaire but were happy to provide feedback in the form of
verbal comments. The comments were in general reflective of the results gained as part of the formal
surveys and provide further evidence of the services/facilities, workspace types and rental
arrangements needed.

5.2 Mainland-Based Research

The Trust received 51 completed questionnaires from businesses based in Oban and the surrounding
mainland areas. Again it is worth noting that not all respondents answered all questions and therefore,
unless otherwise stated percentages refer to the total number of responses to the specific question
and not the total number of questionnaires returned.

Support for a Community Business Resource Centre for Mull & lona

Of the 49 people who responded to this question 92% expressed their support for the building of a
community business resource centre for the islands.

Interest in Using the Centre

Of the 48 people who answered the question 25% expressed an interest in using the centre with
another 63% expressing a possible interest in using the new Community Business Resource Centre.

Types of Workspace Space Required

The results indicate that office space and meeting rooms are needed most with training and
counselling rooms also required.

Types of Services/Facilities Required

Those who were interested (or possibly interested) in renting space in the centre indicated the
provision of the following services/facilities would be essential for them: Internet access, photocopying
facilities and office furniture (desks and chairs). Fax services, printing facilities and access to a laptop
and projector were considered to be desirable. The responses also indicate that
training/meeting/conference room facilities to hold up to 8 people and interview/’break out’ room
facilities to hold up to 4 people are essential and/or desirable for the majority of people interested in
using the centre.

Types of Rental Arrangements Required

The results indicate that half daily, hourly and daily rental arrangements are needed most by those
who expressed an interest (or possible interest) in renting space in the centre. Every person who
responded to the question indicated an interest in a rental package (rental costs to include reception
services/or administration, phone line, internet, audio-visual equipment etc.). No interest was
expressed in the hire of ‘permanent’ office space by mainland businesses.

Average Frequency of Business Visits to Mull & lona
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The results indicate that businesses who expressed interest in renting space at the centre visit Mull &
lona on average once a month or more than once a month but less than once a week or more than
every 3 months.

*A full breakdown of results is available on reques  t*

6 Other Research Undertaken

In addition to the market research activities, further research was undertaken to understand what

facilities and services were either already available or planned on the islands and the surrounding
mainland. The research aimed to establish where these facilities/services are located; what is on

offer- types of service and prices; user profiles- which groups and individuals use them and usage
levels- how often they are used.

Another key area of research undertaken was a number of study visits (funded through the
Development Trust Association Scotland’s Enterprise Accelerator Programme) which involved the
Project Officer visiting and speaking to other organisations (charities and social enterprises) that have
completed similar projects in other parts of Scotland. This allowed the project to understand and learn
from their experiences. Where appropriate these learnings will be applied to this project in order to
help the project avoid making mistakes and to take full advantage of approaches which have worked
well for other groups. This knowledge should ultimately increase the likelihood of successfully
achieving our objectives.

As part of the study a piece of work to collate, review and summarise statistical research data about
the islands’ social, environmental and economic conditions was completed. This data provides
information and evidence about the under-lying problems and issues faced by the isolated and remote,
rural communities of Mull and lona and further evidence of the need for better access to resources and
services. See section 3 for details.

6.1 Study Visits

Study visits were made to the following organisations:
Govanhill Workspaces, Victoria Court & New Bridgegate, Govanhill Housing Association and
Govanhill Development Trust, Govanhill, Glasgow
Norton Park, The Albion Trust, Edinburgh
McSence Business Enterprise Park, McSence Group, Mayfield, Midlothian
The Coalburn One Shop, Coalburn Miners Welfare Society, Coalburn, South Lanarkshire
An Drochaid, Voluntary Action Lochaber (VAL), Fort William

Telephone interviews were also undertaken with community members from Tiree and Islay.

The top 8 lessons learned were:

1. Void periods and periods of low rental take up- there is a tendency to be over-optimistic about
usage levels when planning a project like this one- be pessimistic, taking the worst case
scenario about void periods. Ensure your business plan is still viable if rental income declines.

2. Sink funds- make provision for major repairs when budgeting for operational costs.
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3. Do not under-estimate your operational costs- ensure your financial projections are as
accurate as possible at the planning stage- do your research to ensure all project and
operational costs are included and are realistic.

4. Ensure tight policies and procedures are in place and available to all before the building is
operational- health and safety, opening hours, security/access, complaints procedure,
evacuation, fire, visitor registration.

5. Try to secure at least one ‘anchor’ tenant before the project starts and advertise this
commitment.

6. Market research- be aware that data collected from market research may not turn out to be
accurate. Build in flexibility to plans and be prepared to change the approach if required.

7. Ensure an effective management structure is in place before undertaking any major capital
project, such projects often require additional support, direction and decision making capability
in order to be successful. Without this support the project and potentially the organisation is at
risk of failure.

8. If providing a training facility consider also providing ‘break out’ space for smaller group
sessions- often a high demand for these facilities.

*An overview of the organisations visited and a mor e detailed outline of the lessons learned
from each visit is available on request*

6.2 Local Services & Facilities- Current & Planned

A study of the services and facilities currently available or planned on the islands and the surrounding
mainland was undertaken. This allowed the project to understand what types of services/facilities are
available; the rental structures and charges; locations; usage levels; types of users and promotional
activities undertaken and highlight potential gaps in the market which could be filled by the new centre.

6.2.1 Study Findings Summary
Services/facilities available or planned and locations

Currently no dedicated training facilities or office spaces are available for public hire on the
islands.

Tobermory Harbour Association project is to build offices and a meeting room for let, in
Tobermory. This development is targeting organisations who wishing to rent office
accommodation on a more permanent, longer-term basis and not short-term, flexible rentals.
To date, most of the planned office rentals have already been taken up by clients. This
enterprise is not seen as direct competition for the proposed centre as it is located in the far
north of the islands, it offers a different type of product and has reached its capacity in terms of
rental availability.

The Isle of Mull Hotel at Craignure currently offers a basic room hire for meetings (one of the
bar areas) but has expressed a desire to develop a dedicated conference/meeting/training
suite for hire within the hotel. Through the lettings of this suite the hotel may be in competition
with the centre, however it is likely that the hotel will be seeking to attract larger events (small
and medium sized conferences) providing packages with accommodation and catering. They
will be offering different services from those proposed in the new centre and this would be
reflected in a different pricing structure. The new centre may help complement the hotel and
could lead to opportunities for the Trust to work in partnership with the hotel to provide
accommodation and/or catering for clients using the new centre and vice versa with
opportunities for the Trust to take any client overspill from the hotel.
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There may be plans for some further office space provision in Lochdon, on the outskirts of
Craignure. However the developers at present are looking to build offices for their own staff
but may consider letting out any surplus space.

A guest house in Craignure also offers basic meeting space (a dinning room space) for groups
if they require catering (lunches and/or light snacks). The room is then offered free of charge.
There are a number of village and church halls on the islands offering very basic meeting
room and large hall space and in some cases catering facilities. However these are not
available with technology resources. Concerns have been raised about the risk of taking
business away from the Craignure Village Hall however the Trust plans to offer a different type
of service which will be reflected by the higher rental charges. Again the Trust sees this as an
opportunity to work with the Village Hall and complement their services, with the ultimate aim
of increasing economic activity in the local area.

At present there is a very limited supply of workshop and retail accommodation for let on the
islands. There is one such development at Bunessan in the far south of Mull and a number in
Tobermory in the far north of Mull (Main Street shop premises and the Baliscate industrial
park). These have currently reached their capacity. There are plans (however not yet
confirmed) for some provision on the outskirts of Craignure in the future.

Opportunities for purchasing food and drink in the Craignure area during the day are limited to
the local pub, providing bar meals and teas and coffees, to be consumed on the premises; the
craft shop which offers tea and coffee (self-service) to take out, and the Spar shop which
again sells tea and coffee (self-service) to take out as well as sandwiches and other snack
food.

There is a plentiful supply of office and meeting room facilities in Oban, although the services
and facilities available are very variable and there are limited resources for running training
courses. There are few dedicated office facilities which are available to let on a flexible basis,
for example by the hour or day. Most are focussed on accommodating businesses on long-
term and permanent rental contracts for office space. There are a number of such
developments which are currently under utilised.

Rental structures and charges
Rental charges both on the islands and in Oban vary greatly due to the different services on
offer.
Typically on the islands rents are either half-daily and daily or hourly. The table below
provides details of charges and facilities:

Isle of Mull Hotel £35 per half day Small & medium sized rooms
with basic facilities
Craignure Village Hall £7.50 per hour local rate Basic meeting room & large
£10 per hour visitors hall
Other Village Halls £20 per hour Large hall

Charges in Oban again vary greatly and start at £5.25 per hour, going up to £15 per hour for
small or medium sized rooms offering basic facilities.

The Trust was unable to find any examples of flexible office space for hire on the islands or in
Oban.
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Usage levels, types of users and promotional activities
All providers on the islands and Oban attract a range of users. These include charities,
voluntary organisations, community groups, local businesses, Council departments,
government agencies and professional service providers, such as solicitors etc.
Usage levels again varied between organisations. On the islands the Craignure Village Hall is
very well used on a weekly basis due largely to its central location on the islands and support
from the local residents. Many of the islands’ 80-plus community groups are based in the
central area and use the facility on a regular basis. Unfortunately it proved very difficult to
establish usage levels for the providers in Oban.
Office space usage is also difficult to assess as there is nowhere available for rent on a
flexible basis. There does appear to be some demand for permanent office space rentals in
Oban, although several of the recently build developments continue to be under utilised. This
may be because the rental arrangements are not flexible enough and rental charges are
perceived therefore as being too high. New business start ups may not wish to be committed
to long-term contracts initially, and may need more flexible rental agreements.
Dedicated web resources, local press adverts and news items (newspapers), adverts on local
notice boards, estate agents and word of mouth are used by most providers to promote their
facilities.

7  The Sites & Existing Building

As part of the feasibility study the Trust commissioned a local architect to undertake a survey of the
proposed development site (the land and former Royal Mail garage building) and to provide a
summary of the findings. In addition to this work DM Hall (estate agents) completed a valuation of the
assets.

7.1 Asbestos

During the course of the survey it became apparent that the internal walls and ceiling of the former
garage may be lined with asbestos. Consequently samples of the material were taken and sent away
for testing. The results were negative (the material in question has similar in properties to asbestos
but is not toxic and not subject to any handler’s or disposal licence).

7.2 Survey Report

The report, which provides a summary of the site and building survey completed by the architect is
available on request.

7.3 Valuation

DM Hall were commissioned in August 2006 to complete a valuation of the sites in their current
condition. Site 1 (vacant plot of ground adjacent to the former garage building) was valued at £40,000.
Site 2 (the former garage building and surrounding ground) was valued at £45,000. It should be noted
that both land and property prices in this area of Argyll continue to increase and consequently the
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value of both sites will have appreciated since the surveys were completed in August 2006. The full
report is available on request.

8  Development Options

Based on the results of the market research the architect and a quantity surveyor were commissioned
to explore the design and build options and provide high level cost estimates. This enabled the Project
Officer to complete a cost/benefit analysis and assessment of the various build options against the
following criteria: identified needs, other benefits/project objectives, build costs, technical/design and
environmental considerations, potential income levels, risks/issues, constraints and assumptions.
Following this analysis the Project Officer has been able to make a recommendation to the Project
Steering Group and Trust’s Board on the approach to take for the development.

8.1 Option 1- Do Nothing- Continue to rent the ground and
former Royal Mail garage building to the MESS proje  ct and do not
develop the sites further

Identified needs, benefits and project objectives:

o If the centre is not built then the needs identified as part of the market research study will not
be fulfilled and this community owned asset will not be used to the maximum benefit of the
islanders. The islands will continue to suffer as a result of a lack of access to services and
resources. There will continue to be no dedicated training facilities and a lack of office/meeting
space provision to support community groups, individuals and new and established
businesses based both on and off the islands. There will be no centre to help support Argyll
and Bute Council, Argyll College and HIE, Argyll and the Islands strategies for training and
employment by increasing on-island training opportunities and enhancing the local skills-base

0 The Trust and another charity (Argyll and Bute Volunteer Centre) will not be able to increase
their capacity, visibility and accessibility to the islanders for whom they work if they are unable
to relocate their current offices to a central position. Currently located at the far north end of
the islands, the offices (a flat above the bank buildings) are inadequate, overcrowded and not
compliant with the disability and discriminations act.

o The MESS project will not be able to expand its retail operations without a larger and improved
retail space. At present the charity shop sales are restricted by limited space and resources.
The shop operations currently employ 8 regular volunteers (plus others who help out on a
more casual basis) and one part-time paid employee and is part of a growing social enterprise
(MESS) which is working towards self-sufficiency (by increasing its ‘earned’ income and
reducing its dependence on grant funding). The expansion of sales is a critical element to
achieving self-sufficiency.

0 The surplus proceeds from the charity shop sales are distributed to other local charities and
community groups on the islands and therefore by not maximising sales revenues these
groups will miss out on further income sources.

o0 The charity shop also plans to increase employment opportunities (paid and voluntary) for
adults and young people with special needs and disabilities and other local people but without
the new services and facilities will not be able to do so.
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o No opportunity to help increase the diversity and scale of the wider economic activity in the
area and/or take advantage of future opportunities and markets.

Environmental considerations:

0 The sites are located in an ideal position with close proximity to the ferry terminal and enjoying
stunning views over the Sound of Mull and Loch Linnhe towards Ben Nevis. The sites have
been levelled off and ‘dressed’ to provide safe access to the charity shop and the former Royal
Mail garage building has been painted in order to improve its appearance. Although not
considered an ‘eye sore’ both sites could be developed in order to enhance the appearance
and environment of the sites and of the village itself.

o This option will prevent MESS from expanding operations thereby failing to maximise the
environmental benefits of the project.

Income:

o The Trust would continue to receive an annual income of £2.5k for ground and building rental
to the MESS project but no further income streams would be available.

Technical/Design: Not applicable.
Costs:

o Regular maintenance required to ensure the onsite culverts are kept clear of debris and low-
level maintenance (painting & decorating) to the building will be required periodically. Likely
costs are relatively low.

o Higher risk of large, one-off repair bills with an old building.
Risks, Issues, Constraints & Assumptions:

o0 The Community Trust risks continuing to live ‘hand to mouth’ if it does not develop the assets
now, with the incumbent lack of flexibility, limitations on staff and its ability to address long
term socio-economic issues.

o Under-utilisation of the assets leading to a missed opportunity to both meet the needs of the
community and the potential to generate income of up to £65,000 per annum for the charity.

o0 The MESS project has planning permission for the charity shop and storage shed on a
temporary basis only. When this permission expires there is a risk that it will not be renewed
and the charity shop operations will have to cease on this site. MICT will then lose the income
from the ground rental and it is highly likely, given the lack of available workspace on the
islands that MESS will not find a suitable, alternative site from which to continue operations.
The site and its location is key to success for the charity shop. If its operations were forced to
move (that is assuming an alternative can be found- there is nowhere else currently available
in Craignure) then the impact is likely to be very negative. Sales income would fall with a
subsequent negative effect on employment and opportunities for the local community to re-
cycle rather than dispose of their goods on the islands.

8.2 Option 2- Renovate the existing garage buildin g and convert
into offices, treatment rooms, a training facility and a retail space
for the charity shop.

Identified needs, benefits and project objectives:

o By redeveloping the site to provide office/meeting space, treatment rooms and training
facilities (for let on a flexible basis) and an upgraded retail space for the charity shop the Trust
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will help to meet most of the needs highlighted by the market research and will be using this
community owned asset to deliver maximum benefits for the communities of Mull & lona.

No provision would be made for workshop space rentals. The market research also
highlighted a need for this type of workspace accommodation (although it has proved more
difficult to quantify the extent of this need).

The community groups, businesses and individuals living on Mull and lona will have new and
better quality services and resources base, locally on the islands and therefore will no longer
have to spend as much time and money travelling to access such services and resources.
They will have access to the first and only dedicated training facility and increased support
through the provision of not only workspace accommodation but specialist advice and
equipment. The training facilities will help support Argyll and Bute Council, Argyll College and
Argyll and the Islands Enterprise strategies for training and employment by increasing on-
island training opportunities and enhancing the local skills-base.

By relocating their operations to a central location and having access to purpose-built
workspaces and facilities the Trust and another charity (Argyll and Bute Volunteer Centre) will
increase their capacity (they will have the environment in which to develop and expand) and
visibility and accessibility to the islanders they serve.

The MESS project will be able to expand its retail operations using the larger and upgraded
retail space. The expansion of sales is a critical element to achieving self-sufficiency.

Through the provision of new retail space and resulting opportunities for sales expansion the
charity shop should experience an increase in surplus proceeds from sales. This will mean
more money will be available to distribute to other local charities and community groups on the
islands.

The new services and facilities provide the environment required for the charity shop to
increase employment opportunities (paid and voluntary) for adults and young people with
special needs and disabilities and other local people.

The rental incomes received as a result of providing these services and facilities will help the
Trust become more self-sufficient and provide more employment opportunities for local people
(both voluntary and paid) to work in the new centre.

Through the provision of the resources and services and the resulting outcomes described
above significant positive impacts on economic and social activity should be achieved. These
will ultimately lead to more and better opportunities for people which in turn increase quality of
life and reduce inequalities currently experienced by residents.

Environmental considerations:

The current building could be renovated in order to make the most of the superb surroundings
including fantastic views, and enhance the appearance and environment of the sites and of
the village itself.

A new bio-disc would be required to replace the current septic tank. As Bio-discs process
waste more effectively than septic tanks there is a positive environmental impact.

There may be an opportunity to use renewable energy technology to provide heating and hot
water for the new centre. This would help reduce the Trust’'s impact on the environment
(contributing towards a carbon neutral operation); could result in cost reductions and provide
an educational tool to promote the environmental benefits of using renewable technology,
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setting an example for other groups and/or individuals who may wish to develop similar
projects in the region.

Income:

(0]

The Trust would continue to receive an annual income of £2.5k for ground rental to the MESS
project plus income on the centre rentals. Maximum income could be in the region of £65,000
per annum if rental capacity is reached (this is likely to occur in later years, once the centre is

fully established).

Technical/Design:

(0]

Although the current building is structurally sound it is not ideally suited to conversion into the
workspaces detailed above. To incorporate this small building into any new development will
require the roof to be removed, the external walls raised to allow for a second floor, all existing
windows to be removed, a large area of the wall requires removal to form an open plan retail
area, the existing roller shutter door opening to be partially blocked up and new floor joists
added to form an upper floor resulting in 75% of the existing building being demolished. While
the building was suitable as a vehicle maintenance garage its conversion/inclusion in the
proposed development is restrictive to the overall development of the site.

High Level Cost Estimate:

Notes:

o Project Costs

Capital (incl. IT & basic fittings & fixtures) | £484,130

Revenue (incl. salaries, marketing costs, £100,000
professional & legal fees & overheads)

Total £584,130

Capital costs based on 384.13m2 building @ a rate of £ 1,000 per m2.

Excludes renewable energy technology, VAT, landscaping, signage and makes no
provision for the use of more environmentally sustainable materials.

The following notes apply to all options:

1.
2.

Estimate of £100,000 included in the capital costs for IT and fitting & fixtures.

Revenue costs cover a 12 month build period and include salaries for the Project Officer
(£17,000), administration staff (1 day per week @ £7.00 per hour=£3,000) and line
management support (0.5 day per week @ £12.5 per hour=£3,000).

Overheads include temporary premise rental, electricity, insurance, telephone, broadband
internet access, stationery, printing, meeting costs.

No contingencies included- due to current high levels of demand in the region prices of
labour and materials are increasing and therefore at this stage it is recommended that a
15-20% contingency is added to the capital costs. A smaller contingency should also be
added to the revenue costs (5-10% suggested).

Risks, Issues, Constraints, Assumptions:

(0]

Some need for workshop space identified however the level of need is unclear- no provision
for workshop space in this option.

The design and development of the site would be severely restricted by the structure of the
current building- see also comments under technical/design. The footprint of the old building
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would restrict the overall size and development of the new building and as a result would
restrict the building’s usage and therefore restrict the services/facilities and workspace which
could be developed in order to meet the needs identified.

o The charity shop operations would have to cease on the site during the period of the build with
alternative premises required. If alternative premises were not found (which is highly likely as
the supply of workspace in the area is very limited) all trading would cease, resulting in a
significant reduction in income for the MESS project, which in turn would lead to job losses.
The Trust would not receive the ground rental income for the site during the build period
(estimated 12 month period with an income loss of £2,500).

0 The portacabin unit would also need to be moved to another area of the site in order to
accommodate the development and site works.

o Thought should be given to the concept of mixed usage on the sites (office, retail and
recycling operations) and the possibility of conflict of interests. The overall impression the
facilities give to potential customers needs careful consideration.

8.3 Option 3- Demolish and undertake a new build 0 n the site of
the garage to provide offices, a treatment room, a training facility
and a retail space for the charity shop.

Identified needs, benefits and project objectives:

0 As per Option 2.

Environmental considerations:

0 As per Option 2.

Income:

0 As per Option 2.

Technical/Design:

o Other than the physical area of the site there is no restriction on the design and/or technical
elements for a new build. A new building on the site can be designed in such a way as to fully
meet the needs identified as part of the needs analysis work and to meet the highest
environmental standards.

High Level Cost Estimate:

o Project Costs

Capital (incl. IT & fittings & fixtures) £700,000

Revenue (incl. salaries, marketing costs, £100,000
professional & legal fees & overheads)

Total £800,000
Notes:
1. Capital costs based on 500m2 building @ a rate of £ 1,000 per m2 plus demolition costs.
2. Excludes renewable energy technology, landscaping, signage, makes no provision for the

use of more environmentally sustainable materials and VAT.

See Option 2 for details of further assumptions.

Risks, Issues, Constraints, Assumptions:
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8.4

Some need for workshop space identified however the level of need is unclear- no provision
for workshop space.

The charity shop operations would have to cease on the site during the period of the build with
alternative premises required. If alternative premises were not found (which is highly likely as
the supply of workspace in the area is very limited) all trading would cease, resulting in a
significant reduction in income for the MESS project, which in turn would lead to job losses.
The Trust would not receive the ground rental income for the site during the build period
(estimated 12 month period with an income loss of £2,500).

The portacabin unit would also need to be moved to another area of the site in order to
accommodate the development and site works.

Thought should be given to the concept of mixed usage on the sites (office, retail and
recycling operations) and the possibility of conflict of interests. The overall impression the
facilities give to potential customers needs careful consideration.

Option 4- New build on Site 1 (vacant plot, adj acentto

building) to provide offices, a treatment room, at  raining facility and
a retail space for the charity shop.
Identified needs, benefits and project objectives:

(0]

As per Option 2.

Environmental considerations:

0 As per Option 2.
Income:
o0 As per Option 2.

Technical/Design:

o

o

As per Option 3.

No demolition activities required.

High Level Cost Estimate:

o

Notes:

Project Costs

Capital (incl. IT & fittings & fixtures) £690,000

Revenue (incl. salaries, marketing costs, £100,000
professional & legal fees & overheads)

Total £790,000

Capital costs based on an approximate 500m2 building @ a rate of £ 1,000 per m2.

Excludes renewable energy technology, landscaping, signage, makes no provision for the
use of more environmentally sustainable materials and VAT.

See Option 2 for details of further assumptions.

Risks, Issues, Constraints, Assumptions:

o

Some need for workshop space identified however the level of need is unclear- no provision
for workshop space.
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8.5

The portacabin unit and the large storage shed would need to be moved to another area of the
site and/or new site in order to accommodate the development and site works.

The recycling processing plant could not be relocated to the site as there would not be
sufficient space.

The charity shop could continue to trade using the former garage building during the building
works. No impact therefore on income from sales and the Trust would continue to receive
ground rent of £2.5k per annum.

Option 5- Demolish and undertake a new build us  ing both

sites to provide offices, a treatment room, a train ing facility, a retail
space for the charity shop and workshop/retail acco mmodation.
Identified needs, benefits and project objectives:

(0]

As per Option 2 with the exception that provision would be made for workshop space rentals.

Environmental considerations:

o0 As per Option 2.
Income:
0 The Trust would loose the £2.5k for ground rental income from the MESS project as all

recycling operations would need to be moved from the site. The Trust would however
generate income on the centre rentals. Maximum income could be in the region of £75,000 if
rental capacity is reached (this is likely to occur in later years, once the centre is fully
established).

Technical/Design:

(0]

To consider the two sites as one whole development area would be from a cost, technical and
design perspective cheaper and easier to develop. The building of a larger structure to
incorporate all workspace types required, in one phase (rather than constructing one building
and then at a later date either constructing an additional building on the adjacent site or
extending the first building) would ensure the space available was optimised and would be
easier and cheaper from a development viewpoint. Some economies of scale would be
achieved as a result of the larger floor area.

High Level Cost Estimate:

(0]

Notes:

Project Costs

Capital (incl. IT & fittings & fixtures) £834,000

Revenue (incl. salaries, marketing costs, £100,000
professional & legal fees & overheads)

Total £934,000

Capital costs based on 793m2 building @ a rate of £ 924.44 per m2.

Excludes renewable energy technology, landscaping, signage, makes no provision for the
use of more environmentally sustainable materials and VAT.

The size of the building will allow for certain economies of scale hence the square
meterage rate being lower than for the smaller buildings.

See Option 2 for details of further assumptions.
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Risks, Issues, Constraints, Assumptions:

o If the Trust plans to provide workshops for rent in the future it would be easier and cheaper to
extend one building rather than build two separate buildings on both sites.

o0 The build costs for this larger building are substantially more and therefore would require
MICT to raise more funds which would increase the risk to the charity particularly if it means
using more loan funds.

o Although the market research results indicate demand for workshop space for hire, the extent
of this demand is unclear with the greatest need being for meeting room, office space and
training facilities.

o0 Thought should also be given to the concept of mixed usage on a site such as the one outline
in this development option (office, retail and workshop) and the possibility of conflict of
interests. The overall impression the facilities give to potential customers needs careful
consideration.

o0 The charity shop operations would have to cease on the site during the period of the build.
Alternative premises will need to be found.

o0 The portacabin unit and the large storage shed would need to be moved to new site on a
permanent basis.

0 The recycling processing plant could not be relocated to the site as there would not be
sufficient space.

9 Renewable Energy Production Options

Another key area of the feasibility study was to explore the options for the Trust to produce its own
electricity to power the new centre. The Trust is committed to reducing the negative impact its
operations have on the environment and is therefore keen to minimise its demand for energy and
where possible produce some of its own power using renewable energy technologies.

A brief for this piece of work was completed and following agreement of additional funding from HICEC
and the completion of a tender process, a renewable energy consultant, Robert Borruso was
appointed to undertake the study.

9.1 Study Summary- Key Findings

1. The scope for using renewable energy production technology to power the new centre is
limited due to the location of the site; overall size of the site; proposed usage of the building
and resulting cost verses benefit outcome. These factors mean that solar panels, wind
generation and wood fuel would not be suitable options.

2. The following two technologies were proposed as potentially suitable for the centre. A third
option for the Trust to consider was also proposed:

a. Heat Pump System

b. Micro-Hydro Scheme

c. Energy-efficient building with no use of renewable energy technology
3. Heat Pump System

Page 30 of 55



A heat pump could be used to take background heat either from the outside air, a water
course, the ground or the sea and concentrate it through the use of refrigeration technology
into useable heat for the new centre. It should be noted that the pump itself requires electricity
in order to function. The study concludes that installation costs associated with a water course
and/or the sea supply are likely to be very high and therefore may be prohibitive for this
developmentll. The use of the outside air as the heat source by other developments on the
west coast of Scotland have not proved to be economically viable even over the longer term.
The only other option for a heat pump would be to use one of the on-site water courses to
provide the heat source. Due to the high water table on this site it would mean the need for
the heating element to be buried in a gravel pit (which would hold the water). There is a
gravel/boulder bank to the rear of the site which could be used for this purpose however due
to its limited size the energy output and resulting savings would be marginallz.

Micro-Hydro Scheme

By diverting water from a small waterfall at the rear of the site to run through a small
turbine/electrical generator useable power could be produced. A preliminary survey, carried
out after two weeks of little rain showed that although the flow rate had fallen to a trickle there
was still a point above the waterfall where a suitable take off could be constructed. This would
involve some earth works, including the digging of new ditches. It was noted that even with a
take off in operation during very dry periods the flow is not likely to be great enough to produce
much if any electricity however due to the number of turbine design options it would be
possible to install a larger turbine which could be manually adjusted to take advantage of the
larger winter flows. The other key area to note is the regulatory constraints associated with
hydro-electric production schemes. A development of this nature will require licence from
SEPA (including an extensive environmental impact assessment) before electricity could be
produced. The licence approval process is both costly and time consuming, requiring input
from specialist resources. However assuming funding for the licence can be found a micro
hydro system could provide almost free electricity (maintenance and installation costs are
relatively I0W13) and provide a useful educational tool for the local community and beyond.
Energy-Efficient Building- No Use of Renewable Energy Technology

Due to the constraints associated with installing renewable energy technologies for this
development, the option of not installing renewable technology but instead investing in the
building fabric to make it as energy efficient as possible should be considered. The Trust
could then subscribe to a ‘green’ energy supplier- one which produces and sells all its own
electricity from renewable sources.

*The full report available on request*
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10 Conclusions & Recommendations

10.1 Target Markets and Need

As evidenced in sections 3 and 5 the market research responses indicate a clear need and market for
office, treatment/therapy rooms, dedicated training facilities for hire on a flexible basis plus an
enhanced retail space for the charity shop. During the market research activities three island-based
small businesses and three island-based charities requested regular rental space (three would be
permanent, daily rentals) in the proposed new centre. In addition to the six island-based organisations
approximately 50 mainland based businesses expressed an interest in regularly rental space in the
building. The other target markets identified are local community groups and individuals, training and
educational agencies/colleges/universities/private sector training providers, council departments,
government agencies, rural regeneration/environmental agencies, social enterprises and visitors to the
islands.

A need for workshop space, restaurant/café provision and retail areas was also identified however the
level is unsubstantiated with no businesses actually confirming interest in renting these types of space.
It is recommended that further research be completed in order to understand the level of demand for
these services. This could form a second phase of the development to be undertaken at a later date.

Nothing like the proposed development exists either on the surrounding mainland and/or on the
islands. There are no dedicated training facilities or office space with technologies for public hire on
the islands and although there is a plentiful supply of office and meeting room facilities in Oban the
services and facilities available are very variable with limited resources for running training courses.
There are few dedicated office facilities which are available to let on a flexible basis. Most are
focussed on accommodating businesses on long-term and permanent rental contracts for office space.
There are a number of such developments which are currently under utilised.

10.2 Development Option & Site Usage

10.2.1 Recommended Development Option
Option 4- New build vacant plot, adjacent to garage building to provide offices, a treatment room, an
interview/’break out’ room, training facilities and a retail space for the charity shop.

10.2.1.1 Reasons for Recommendation

Why options 1, 2, 3 & 5 are not recommended
Option 1 Do Nothing- Continue to rent the ground and former Royal Mail garage building to the
MESS project and do not develop the sites further
o Under utilisation of community assets- if the sites are not developed the community will
miss out on a vital opportunity for them to control, develop and manage their own assets,
enabling the community to build capacity and ultimately tackle the socio-economic issues
our remote, rural islands are facing.
0 Also see section 8.1 for further details.
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Option 2- Renovate the existing garage building and convert into offices, treatment rooms, a
training facility and a retail space for the charity shop.

0 The site and building development and centre design would be severely restricted if this
option were to go ahead as the building is not ideally suited for conversion. Such a
building could not fully meet the space and facility requirements highlighted by the needs
analysis.

o A converted building would be more complicated and costly to extend if future workspace

and/or facilities provision was required.
Longer-term this approach is likely to be the least cost effective of the options.
The charity shop operations would have to cease in the building while the conversion
works are carried out. Alternative premises would need to be found for a period of
approximately 12 months. Although there would be space on the adjacent plot (one of the
sheds could be converted into temporary retail space) due to health and safety regulations
it is highly likely that any operations which involve access to the sites by the public would
not be permitted. Even if the building itself could be fenced off it is likely that the
contractors would require access to the adjacent site for plant storage and machinery
operation. There would also be cost implications for upgrading the shed for use as retail
space. Therefore if this approach was to be implemented the charity shop would most
likely have to rent space at another location for the duration of the works. This would pose
a significant a issue as there are limited options for alternative retail sites. The current site
is in a prime location, next to the main ferry port and enjoys high usage both by local
people and by visitors to the islands. If an alternative site is found the level of usage and
therefore shop turnover is likely to be greatly reduced (forecast 20k turnover in 2007 which
pays the salary of a part-time shop manager). There would also be increased operational
costs as rental costs are likely to be much higher than current levels. In addition the
Community Trust would lose the rental income from the shop for the period and there is
likely to be a negative impact on the local people who volunteer in the shop and the
customers.

Option 3- Demolish and undertake a new build on the site of the garage to provide offices, a

treatment room, a training facility and a retail space for the charity shop.

o As with option 2, the charity shop operations would have to cease in the building while the
conversion works are carried out. See option 2 for further details.

o Significant demolition costs involved, estimated in the region of £10k.

Option 5- Demolish and undertake a new build using both sites to provide offices, a treatment
room, a training facility, a retail space for the charity shop and workshop/retail accommodation.

o Although potentially the most cost effective option in the longer-term (particularly if the
Trust plans to develop further workspaces in the future) this would pose the highest risk
option for the Trust.

o0 The market research results did not indicate the level of demand for workshop and/or
retail facilities, with no clients identified. It would therefore be difficult for the Trust to build
a robust business case based on rentals of this type of space. The Trust would need to
fund raise and/or borrow more finance in order to build this larger building without having
evidence that this additional space is required and will be well used.

o If this option is to be pursued there would be negative implications for the Trust’s short-
term loan application. If both sites were developed at this stage (with one of the sites
holding securities for the loan) and the Trust was to default on the loan the building in its
entirety may need to be sold.

Page 33 of 55



o As with options 2 & 3, the charity shop operations would have to cease in the building
while the conversion works are carried out. See option 2 for further details.

Why option 4 recommended
A development of this nature would meet the needs identified for office and training facilities as
backed up by evidence from the market research analysis. ‘Anchor’ clients (first clients to confirm
their need to hire space) have been identified for the treatment rooms, office space and charity
shop.
The new building can be designed to fully meet the space and facility needs identified and can be
designed and built to the highest environmental standards.
No demalition costs.
There is no impact on the charity shop operations as they would continue using their current
accommodation in the former garage.
There would be no implications for the loan securities as the site not being developed (the former
Royal Mail garage) would be used as security.

10.2.1.2 Option 4- Cost/Income Estimates

Projected Project Costs
Capital (incl. IT & fittings & fixtures) £690,000

Revenue (incl. salaries, marketing costs, £100,000
professional & legal fees & overheads)

Total £790,000
Notes:
1. Capital costs based on an approximate 500m2 building @ a rate of £ 1,000 per m2.
2. Excludes renewable energy technology, VAT, landscaping, signage and makes no

provision for the use of more environmentally sustainable materials.
3. Estimate of £100,000 included in the capital costs for IT and fitting & fixtures.

4. Revenue costs cover a 12 month build period and include salaries for the Project
Officer (£17,000), administration staff (1 day per week @ £7.00 per hour=£3,000) and
line management support (0.5 day per week @ £12.5 per hour=£3,000).

5. Overheads include temporary premise rental, electricity, insurance, telephone,
broadband internet access, stationery, printing, meeting costs.

6. No contingencies included- due to current high levels of demand in the region prices
of labour and materials are increasing and therefore at this stage it is recommended
that a 15-20% contingency is added to the capital costs. A smaller contingency
should also be added to the revenue costs (5-10% suggested).
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Projected Income from Centre Rentals

Annual Rate on 2 ‘full-time’ Offices (MICT & VC) £8,000
Annual rental incomes from Training Room £2,700
Annual rental incomes from Treatment Room £6,240

Annual rental income from Charity Shop & Ground Rent | £7,000

to MESS

Annual rental incomes from 3x Offices (flexible rentals) £3,960

Total Income £27,900

Notes & Assumptions:

1.

© ©® N o o0

Usage levels used for these calculations are very pessimistic with levels likely to be much
higher especially once the centre has been operational for a year or more.

If the centre achieves full occupancy the centre could earn £65k per yr in rental income.

Only space rentals included no estimate of income earned through the provision of
management/office services included (reception etc.). These services would incur
additional charges for those clients renting space on a flexible basis.

Going rate as supplied by DM Hall for ‘permanent’, serviced (incl. electricity) office space
is £4k per yr.

VC & MICT can afford £4k per yr.

Training room- £15 per hr @ 2 days per month (incl. equipment).

Treatment room- £8 per hr (local rate) @ 2 days per wk.

Flexible rentals on 3 offices- £11 per hr (services/equipment extra) @ 4 days per month.

All rental charges exclude VAT.

Projected Centre Operational Costs

Salaries £12,577
Overheads (phone & internet rental, £9,000
water, electricity, insurance)

Maintenance & Supplies £6,000
Total £27,577

Notes & Assumptions:

1.
2.
3.

Excludes any accountancy, legal expenses and/or loan repayments..
Overheads- based on other organisations’ outgoings & MICT current levels.

Maintenance & Supplies- based on other organisations’ outgoings (discussed during study
visits). Supplies £1k per yr. Maintenance £5k per yr (incl. lift, IT & telecoms, fire, security
system servicing and health and safety inspections).

Salaries- cleaning £6 per hr @ 15 hrs per wk; reception £7.00 per hr @ 2 days (15 hrs)
per wk & management £12.50 per hr @ 0.5 days (3.75 hrs) per wk.

Staffing arrangements need to be flexible & reflect centre usage levels.
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10.2.2 Site Usage

The MESS project would continue to operate the charity shop out of the former Royal Mail garage
building during the period of building works, moving into the new retail space once the centre is built.
Due to space constraints and conflict of interest the recycling depot could not be accommodated on
the site if this development option is to go ahead. In the short-term it is recommended that the
processing continues at the Council-operated refuse site at the north end of the island (this is where
the operations are currently undertaken) while an alternative, permanent site is found. The portacabin
will need to be relocated (moved onto the site of the garage) and the large storage shed will need to
be dismantled and relocated. These activities will involve cost and should be included in the budget
for site preparation.

10.2.3 Future Developments- Site of the former Royal Mail garage

A second phase development (to include workshop and retail space) could be considered in the future
if further specialist research is undertaken to help establish the market for workshop and/or retail
facilities. The Trust would be in a stronger position to raise capital for this development as it could use
the established building as security. In addition in two to three years’ time the Trust expects to have
re-paid the short-term loan and having cleared its liabilities could then develop the other site. With this
in mind it is recommended that the new building is designed in such as way as to minimise cost and
difficulty if the building was to be extended at a future time.

10.3 Renewable Energy Technology

The scope for the use of renewable energy technology for the development is very limited due to the
site location and geology and the proposed types of usage in the building (energy demand is likely to
be relatively low). As a consequence the only two possible options are heat pump and/or micro-hydro
technologies. Both of these systems involve significant capital costs for the necessary installations
and statutory approvals and would require ‘non-standard’ designs.

The potential to generate and/or save energy is likely to be very marginal with the micro-hydro and two
of the heat pump systems with the risk of the cost/benefit analysis not being favourable and therefore
leading to a lack of support from the funders. It is also felt that with limited resources if the micro-
hydro option in particular was to be pursued the rest of the project’s activities could be put at risk as
time and effort is diverted away from these areas in order to concentrate on issues with the
technology.

Therefore the recommendation is not to pursue renewable technologies further at this stage but to aim
to maximise the use of environmentally sustainable materials for the building works, the thermal
properties of the building and choose a ‘green’ electricity supply (electricity generated solely from
renewable sources). It is noted that both types of technology could be installed once the building is
completed, at a later time with little additional cost. It is recommended that the Trust revisits the
options if and when a second phase of the building is being planned.
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10.4 Strengths, Weaknesses, Opportunities and Threa

(SWOT)

ts Analysis

Strengths

Weaknesses

Clearly defined need & identified client base

- Market research results provide evidence of need
for the proposed workspaces & services.

- Three anchor tenants secured with three other
businesses also interested in renting regular space.
Location

- Geographical centre of the islands at the transport
‘hub’. Close proximity to the island’s main ferry
terminal, car parks and all bus routes. Provides an
opportunity for mainland based clients who work on
the islands to use the centre, enabling them to
reduced costs (no need to pay vehicle ferry costs
and travel around the islands).

Opportunities for workforce

- The provision of increased employment
opportunities (paid and voluntary) for adults and
young people with special needs and disabilities
and other local people via the charity’s recycling
project.

Greatly improved access to services

- Provision of the only public training facilities on
the island (where currently no such facilities exist).
- Provision of an efficient and accessible resource
library.

- Access to high quality accommodation for rent
with up-to-date communications technology and
training room facilities.

- Greater access (and reduced cost) to professional
advice and services from the public and private
sectors.

- Improved access to the Community Trust (which
provides a Council for Voluntary Services role for
Mull and lona) and The Argyll and Bute Volunteer
Centre.

- Provision of the islands’ only dedicated
counselling and complimentary therapies room
(where currently no such facilities exist).

Wide local impact

- By hosting meetings and encouraging businesses
from the mainland and residents from other parts of
the island to utilise the centre there will be
secondary spend in the local stores, restaurants
and for accommodation providers therefore the
centre will increase economic activity in the area.
Capacity building

- Provision of training facilities, quality workspace &
services will enable new business start ups,
business expansion, increased community
enterprise opportunities for social enterprises,
charities and other groups.

Management

- The Community Trust has significant experience
of engaging with different individuals, groups,
agencies and businesses to successfully deliver
community projects and provide services.

Variability of usage levels

- The nature of flexible rentals means that usage
levels are likely to be variable. Most clients will not
be hiring ‘permanent’ space on a daily basis. This
could lead to potential difficulties with cash flow
management. However flexibility is also a strength
as these types of facilities are not currently
available on a flexible basis and are clearly needed
by businesses and community groups.
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Opportunities

Threats

Location

- Socio-economic activity in Craignure village is
increasing with the development of a community
swimming pool and leisure centre and a
Progressive Care Centre which will serve the
islands. Also the development of a new low cost
housing scheme is to take place in the area. These
activities will allow new opportunities to provide
additional services/facilities and develop new
markets and clients through the proposed centre.

- In addition, the increasing numbers of visitors to
the islands provides further potential for additional
enterprise-based activities. This may be
particularly important for the further development of
charity shop sales.

New social enterprise activities based at the
centre

- The Trust plans to develop a consultancy
business from its base at the centre and as part of
this business establish a training and development
‘hub’. The Trust would provide training and
development opportunities utilising the facilities in
the centre for both island-based organisations
(Social Enterprises, community groups, businesses
and individuals) and groups and individuals across
Scotland. With the continued expansion of
countries joining the European Union and the
implementation of the new European Structural
funds the Trust wishes to investigate the possibility
of providing support, advice and training to new
applicants.

Competition

- From the local hotel and already established
village hall. The threat is considered to be minor as
the facilities and services on offer and client base
would be different. The proposed services would be
complementary to those already on offer by the
hotel and village hall.

10.5 Financial Viability & Self Sufficiency

Assuming the level of usage reflects the needs outlined in the market research results, the proposed
centre could be run in order to cover all costs and once established could provide significant surpluses
for the charity. Itis recommended that as the centre design develops, costs need to be refined and
reviewed against the budget and business plan to ensure the project continues to be financially viable.
This is especially important as some loan finance may be needed as part of the financial package

required to complete the building works.

10.6 Operations- Staffing & Centre Management

The proposed centre will require some level of dedicated management and can not be staffed only by
existing Community Trust staff, based at the centre primarily for other purposes. Although there will be
increased costs involved with this approach it is felt that if no dedicated management is available the
level of service provided to the centre users would almost certainly be compromised. The
recommendation is to employ a combination of staff on site: a part-time office manager and part-time
receptionist. There may be the opportunity to combine the role with general Community Trust
administrative and office management duties, so that only part of the salary would then need to be
built into the costs. The roles and hours of work would need to be flexible in order to meet changing
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needs of clients and levels of usage in the centre. There are obvious implications for helping to
determine the scale of development and levels of usage required for the centre to be financially self-
sufficient.

10.7 Legal Structure & VAT

The Mull and lona Community Trust is a company limited by guarantee with charitable status. This is
not an appropriate legal structure for this type of development as the potential to increase trading
activities is severely restricted. The centre control however needs to be with the Community Trust,
with profits from rental income accruing to the Community Trust. This result is usually achieved by
establishing a subsidiary trading company with any profits being covenanted to the parent charity. The
Community Trust could lease the centre to the trading subsidiary organisation, which would then sub-
let rooms to clients and take responsibility for the day-to-day operations of the centre.

During the feasibility study, advice on VAT implications was sought from the Community Trust’'s own
accountant, The Inland Revenue and from tax specialists at Deloitte and Touche. The proposed
development will not be subject to any VAT exemptions because of the nature of the services being
provided and the types of clients using the centre (over 10% of the building will be used by businesses
and individuals for non-charitable purposes). It is recommended therefore that The Community Trust
becomes VAT registered and opts to tax the centre in order to claim back the VAT element of the build
costs and charge VAT on all rentals.

The Community intends to use one of the two sites as security for a loan application. Approval to
proceed with this approach from the organisations which funded the site purchases has been granted.
In order to avoid negatively impacting on any future funding application for the building works, it has
been agreed to use the site which is not to be developed as security, leaving the development site free
of any liabilities.

10.8 Project Funding

To date funding towards the building activities has been confirmed by HIE, Argyll and the Islands
(£15.5k for the professional fees associated with the detailed planning application). HIE, Argyll and
the Islands have also pledged to cover the remaining professional fees plus a percentage towards the
capital costs for the building works. The Lankelly Chase Foundation is funding the part-time Project
Officer’s post until June 2008 and a donation from the Russell Trust has also been received. The
feasibility and market research studies were funded separately- see appendix 6 for details of funders.

It is recommended that the Trust applies to the Big Lottery Fund’s ‘Growing Community Assets’ (GCA)
programme for a contribution towards the direct costs associated with the building works (capital and
revenue). There is also a proportion of funding available through the GCA programme to help pay for
indirect costs such as project overheads.

Applications to charitable trusts such as Esmée Fairbairn, Lloyds TSB Foundation for Scotland,
Gannochy, Trusthouse, Charles Hayward, Rank, Garfield Weston and Tudor should be completed to
raise the remaining funds required for the building works. It is also noted that a new LEADER
programme fund (Europe-wide fund) is to be made available by the end of 2007. The criteria are not
yet available however this programme may prove to be another suitable funding option for the project.
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Additional private investment (loan finance) may be required depending on more detailed financial

projections for the project and there will also be the option of secured bank lending against the asset to
be created.

Sponsorship arrangements should also be investigated as a source of both cash and/or ‘in kind’
donations for ‘fitting out’ and equipping the new centre.
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10.9 Risk Assessment

The following risks were identified during the feasibility study activities. These should be monitored

and managed as the project progresses.

Risk Description Mitigation Importance Level
Funding for the dedicated Further fundraising should be High
Project Officer’s post will run out | undertaken as part of the overall
before the project work funding plan for the building
completed and without this works. Several potential funders
resource the Trust does not identified.
have the capacity to
successfully complete the
project.

Lack of skilled resources and/or | Early engagement with High
issues with the statutory resources and agencies to
approvals leads to delays which | communicate the project
in turn lead to cost increases. timescales and understand their
Risk that funding could run out work schedules- complete
before the project is completed. | tender process as quickly as
possible and ensure adequate
contingencies (to deal with any
price increases)are included in
the budget.
Responses to the market A robust and far-reaching Medium
research turn out to be market research study has
inaccurate and/or the market taken place leading to a high
changes which leads to a degree of confidence in the
reduced demand for services results. Continued
and a resulting low take up rate. | engagement, communications
This would mean a lower and marketing and sales efforts
income from the development required. The design and
than planned. In the worst planned usage should be
instance the centre may not flexible in order to respond to
generate enough income to changing needs of potential
cover its operational costs for a | clients. Plan to attract and
period of time. develop new demand for
facilities by delivering additional
social enterprise activities using
the centre’s resources and
workspaces.
The project experiences cash Building works will not Medium
flow difficulties (output VAT will | commence until all funding in
need to be covered by the place. The Trust could
Trust's own reserves). This investigate further private
could lead to the project being funding options such as bridging
unable to pay bills and therefore | loans, secured against funding
delays work with suppliers and offers to deal with any cash flow
leading to increased total costs. | difficulties.
Funding bids for the building A number of appropriate grant Low

works are unsuccessful
resulting in the project (or
elements of the project) not
being able to go ahead due to
lack of funds.

programmes available plus
other sources of private finance
(loan, trust funds and
sponsorship) could be pursued.
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10.10 Project Timescale Projections

It is estimated that providing no significant delays are experienced, the centre build could be
completed and operational by early summer 2009.

A projected timeline leading to this conclusion might be as follows:

Aug- Sept 07: completion of drawings and specification for detailed planning application.

Aug- Dec 07: business case and funding applications completed with approval in principle by BLF
by the end of 2007.

Winter 08-Spring 08: approval of detailed planning and building regulations permissions
obtained; final funding package in place; tendering process with contractors completed.

Late Spring/early Summer 08- early Summer 09: construction completed; marketing underway;
operational procedures and initial letting agreements in place, staff recruited and trained.

10.11 Achievements Against the Original Feasibility Study
Outcomes

By undertaking the study the Community Trust has achieved the following key outcomes:

Through the detailed survey and questionnaire work, communications/feedback events and
extending the membership of the project’s Steering Group further engagement and
participation by a wide range of members of the local community in the project’s development
has been achieved.

The Trust now has a better knowledge of the local community and business needs, backed up
by empirical data and has confirmation of a number of ‘anchor’ tenants who have confirmed
their wish to rent space and facilities in the new centre.

The Trust has a clearer understanding of the facilities and services currently available -
including types of services, location, prices, user profiles and usage levels.

By implementing the lessons learned the project and centre (once operational) can be
designed, built and managed more successfully as a result of the knowledge the Trust has
acquired through the study visits to other organisations in Scotland.

By investigating in detail all the possible development options and site usage and their
associated impacts (environmental, cost, risks, constraints etc.) the Trust now has a clear
understanding of all the likely implications of the options and can use this knowledge to make
the best possible decision for progressing the project. This ‘ground work’ will help reduce the
number and severity of future issues and risks during the later stages of the project.

More detailed costing information, sources of potential funds and the legal and tax implications
are now better understood and will allow the Trust to develop the project brief, build a more
robust business case with this work forming the basis for all future funding bids.
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11  Appendices

11.1 Appendix 1 Website- www.MICTcentre.co.uk

Home Page
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11.2 Appendix 2 Photographs- Sites & Notice board

Sites & former Royal Mall
Garage building at time of
purchase, before establishing
the ‘Island Castaways’ charity
shop

Works to ‘level off’ and ‘dress’
the sites

The ‘Island Castaways’ charity shop,
storage sheds, portacabin and on-site
notice board following completion of
the works
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11.3 Appendix 3 Local Press Releases & Articles

11.3.1 Advert in Agricultural Show Brochures

11.3.2 News Item in Local Press (Round and About) Following the Open Day
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11.3.3 News Item in Local Press (Round and About) Accompanying Questionnaire

11.3.4 Local Press Advert (Round and About)- Questionnaire
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11.3.5 Local Press New Item (Round and About)- Questionnaire Winner Receiving Prize
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11.4 Appendix 4 Local Questionnaires

11.4.1 Pilot Questionnaire- Agricultural Shows

New Community Business Resource Centre for Mull & I  ona
Market Research Questionnaire — Agricultural Shows

Please note the results of this questionnaire will be used by MICT only for the purposes of determining the
community needs associated with the new community business resource centre in Craignure and as evidence in
order to support the grant funding application process.

New Community Business Resource Centre Support

Q1) | support the idea of a Community Business Reso  urce Centre for Mull & lona?
Yes / No
Q2) Below is a list of facilities/services planned in the new Community Business Resource Centre.

Please circle A, B, C or D to indicate how useful th  ese will be for supporting our island businesses an d
communities.

A- Very useful  B- Useful C- Don'tknow D- Notveryu seful

Provision of quality space & resources for existing businesses

A B C D

Provision of more space & resources to support island community groups

A B C D

Provision of dedicated, centrally located training facilities for the islands

A B C D

Shared spaces could help reduce overhead costs for businesses & community groups
A B C D

Helps simulate new enterprise through the provision of new, multifunctional services
A B C D

Provides opportunities for paid and voluntary employment

A B C D

Provides more retail space

A B C D

Sets an example of how new buildings can be designed for maximum energy efficiency

A B C D
Q3) Would you be interested in talking to us furth er about developing this facility? (e.g. partnersh ip
working, contacts with other interested patrties, sk ills to dedicate etc.)

Yes / No
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Your Current Situation

Q4) Do you run your own business?
Yes / No

If yes, please specify the type of business

Q5) Do you wish to start a new business?
Yes / No

If yes, please specify the type of business

Q6) Are you involved in any community groups on Mul | or lona?
Yes / No

If yes, which groups are you involved with?

Q7) What facilities do you currently own/rent eithe r to operate your business and/or use with the
community group you're involved with?

Q8) How often are they used?
Daily
Weekly

Monthly

HRERENE

Less frequently than monthly
Q9) Where are they located?

Q10) If you rent facilities can you discuss curren  t rental charges?

New Community Business Resource Centre Usage

Q11) Are you interested in the possibility of using the new Community Business Resource Centre?
Yes / No
Q12) If so, what sort of facilities would you be lo  oking for?
Office space
Retail
Workshopl/light industrial
Treatment rooms
Studio space

Meeting rooms

ERERERERERERE

Training rooms
Other, please specify
Q13)  What other services would you like to accessi  n addition to the accommodation space?

Telephone line

Internet access

U0
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Reception services
Audio-visual technology
Fax facilities
Photocopier
Specialist equipment
Food & drink
Storage
Waste disposal
Resource library
Cleaning services
Other, please specify
Q14)
Hourly rents
Daily rents
Weekly rents
Monthly rents
Rents of 6 months or longer

Discounted rents if booked in bulk or advance

Membership club with a monthly charged based on amount of usage

Introduction offers
Your Details
Name:

Address (incl. e-mail):

Telephone number:
Would you like to be kept up to date with latest de
Yes / No

Are you happy for MICT to contact you in the future
activities?

Yes / No
If so, how is it best to contact you?

THANK YOU FOR YOUR TIME!

What type of letting arrangements would you be

HRERERERERERERERERE

interested in?

HRERERERERERERE

velopments as the project progresses?

as part of further market research and marketing
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11.4.2 Final Local Questionnaire

The New Community Business Resource Centre for Mull & lona

Please fill in & return this questionnaire to the freepost address below:
Freepost RRBZ-GBJK-GEHR
Mull & lona Community Trust

2" Floor
20 Main Street
Tobermory
ISLE OF MULL
PA75 6NU
Q1) | support the idea of a Community Business Resource Centre for Mull & lona?
(please circle)
Yes / Possibly / No
Q2) Below is a list of facilities/services planned in the new Community Business Resource Centre. Please
circle A, B, C or D to indicate how useful these will be for supporting our island businesses and communities.
A- Very useful  B- Useful C- Don'tknow D- Notvery  useful
Provision of quality space & resources for existing businesses
A B C D
Provision of more space & resources to support island community groups
A B C D
Provision of dedicated, centrally located training facilities for the islands
A B C D

Shared spaces could help reduce overhead costs for businesses & community groups
A B C D

Helps stimulate new enterprise through the provision of new, multifunctional services
A B C D

Provides opportunities for paid and voluntary employment

A B C D
Provides more retail space
A B C D

Sets an example of how new buildings can be designed for maximum energy efficiency
A B C D
Q3) Are you interested in the possibility of using the new Community Business Resource Centre? (please
circle)
Yes / Possibly / No

Q4) If so, what sort of facilities would you be looking for? (please tick)
Office space Treatment rooms
Retail Studio space
Workshop/light industrial Meeting room
Training room

Q5) We have received the above suggestions however are there other facilities which are needed at the
centre in Craignure? These could be related to your own business plans and/or for the benefit of the wider Mull
and lona Community (please provide details below)

Q6) What other services would you like to access in addition to the accommodation space? (please tick)
Telephone line Fax facilities

Internet access Photocopier

Reception services Specialist equipment

Storage Waste disposal

Resource library Food & drink

Cleaning services Audio-visual technology

Other, please specify

Q7) What type of letting arrangements would you be interested in? (please tick)

Hourly rents Rents of 6 months or longer

Daily rents Discounted rents if booked in bulk or advance

Weekly rents Membership club with a monthly charged based
on amount of usage

Monthly rents Introduction offers

Other, please specify
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Your Details (OPTIONAL)

Name:
Address (incl. e-mail):
Telephone number:

Would you like to be kept up to date with latest developments as the project progresses?
Yes / No

If so, how is it best to contact you? (by post, e-mail or phone?)

THANK YOU VERY MUCH FOR YOUR TIME & GOOD LUCK IN THE DRAW !
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11.5 Appendix 5 Oban Times Press Releases

11.5.1 Oban Times Press Release- January 2007
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11.5.2 Oban Times Press Release with Accompanying Mainland Questionnaire Advert

Page 54 of 55



11.6 Appendix 6 Feasibility Study Funders

Funded: Market research Funded: Project Officer’s salary in part

Funded: Study visits, market research analysis

Funded: Renewable energy technologies study

Funded: Market research, technical feasibility & salaries

The Community Trust is also very grateful to the following organisations for their ‘in kind’ support:

Marketing Consultants, Rocket Science for their advice on the questionnaire format
and approach.

Consultants, Deloitte & Touche for their advice on VAT and business structure.

Estate Agents & Surveyors, DM Hall for their guidance on market rental rates.
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