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Dear Julian,

Re:

Esplanade Hotel

I refer to your letters of 20 and 21 December 2000. We are in direct contact with
Geoff Outten regarding our input into Council's Amendment C25, I am sure Geoff will
keep you appraised of progress in this area.
Your letter of 20 December 2000 enclosed a copy of a discussion paper drafted by
the Esplanade Alliance and titled " Esplanade Hotel Management Plan" and sought
our comments on the subject of future management and ownership of the Esplanade
Hotel. You will no doubt be aware that we met with Kate Shaw and David O'Brien of
the Esplanade Alliance on Friday 9 February 2001 to discuss this issue. As a result
of that meeting I thought it appropriate to provide you with an update of my
understanding of this subject
(!)

In this matter I understand that the Esplanade Alliance is also representing
the interests of the City of Port Phillip. Unless you advise to the contrary I
will treat the comments and undertakings of the Esplanade Alliance as being
al so those of the Council.

ei)

The discussion Of a "Ulanictem4 Plan" is to my mind confusing. I do not
believe any commercial owner 61 the Esplanade Hotel (including Becton)
would countenance the management of the Hotel by the Esplanade Alliance
or any other community group. The essential issue is one of ownership not
management. Should the Esplanade Alliance acquire the Hotel then they
would be free to manage it as they see fit, naturally within the bounds of the
relevant laws, licences and permits,

(iii)

I advised Ms Shaw and Mr O'Brien that I have no opposition to a community
based trust ultimately acquiring the Esplanade Hotel. In fact community
ownership may be the optimum strategy for you to permanently fix the current
culture of the Hotel in time, effectively as a museum piece.
I also advised Ms Shaw and Mr O'Brien that acquisition of the Hotel from
Becton would need to be a normal market competitive commercial
transaction. Additionally, f advised that I believe the Esplanade Alliance
would need to provide some meaningful surety that the Hotel would be
managed in a responsible manner such that there would be no increase in
any detrimental effects the hotel may have on surrounding properties.
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Apparently, the Council and the Esplanade Alliance see a clear nexus
between preserving the current culture of the Esplanade Hotel and planning
trade-offs with the development capacity of the balance of the site held by
Becton. Recognition of this nexus is noted in the "Esplanade Hotel
Management Plan" provided by you and was confirmed by Ms Shaw and Mr
O'Brien.

(v)

An issue I did not raise with Ms Shaw and Mr O'Brien, but which I believe is of
some relevance, is that of conflict of interest. Through its own actions and
those of the F.splanade, Alliance, the City of Port Phillip appears to be involved
in the possible acquisition of a property simultaneously with its drafting of
planning controls for the same property. I think from any impartial viewpoint
this is an untenable situation. Furthermore, I believe a critical requirement for
community based ownership of the Espy to succeed will be the presence of
an impartial "watch-dog" to ensure compliance with the operational
undertakings outlined in item (iii) above. In the normal course of events I
believe this role would fall to the local Council but due to your apparent
involvement in the ownership venture the City of Port Phillip would sensibly
have to be precluded.
Whilst I am sure these conflicts of interest can be resolved, it is without doubt
best to address them at the outset. I would be interested in your thoughts.

Ms Shaw and Mr O'Brien undertook to contact me when they have further
progressed their ideas for ownership of the Esplanade Hotel, in the meantime we will
put our attention to Amendment C25 .

Yours faithfully,

HAMISH MACDONALD

